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PERSPECTIVE

An Ancient Principle
The reason I am opposed to the Federal

Department of Education is that it repre
sents a very ancient principle in the field of
education, which, it seems to me, has been
one of the chiefenemies ofhuman liberty for
several thousand years-the principle,
namely, that education is an affair essen
tially of the State, that education must be
standardized for the welfare of the whole
people and put under the control of govern
ment, that personal idiosyncrasies should be
avoided. This principle ofcourse, was enun
ciated in classic form in ancient Greece. It is
the theory, for example, that underlies the
Republic of Plato. But the principle was not
only enunciated in theory, it was also, in
some of the Greek states, put into practice.
It is a very ancient thing-this notion that
the children belong to the State, that their
education must be provided for by the State
in a way that makes for the State's welfare.
But that principle, I think you will find if you
examine human history, is inimical at every
step to liberty.

-J. GRESHAM MACHEN

Education, Christianity and the State

The Value of Families
Separation, divorce, and failure to marry,

rather than lack of economic opportunity,
are responsible for many of the economic
problems experienced over the past two
decades.

The breakup of the traditional American
family largely accounts for the anemic in
crease in median household income, the
failure to reduce the poverty rate more
quickly and an increase of 10 percent in the
income disparity between rich and poor
households since 1970.

In 1969, 70 percent of all households were
married couples, 11 percent were single
parent families and 19 percent were non
family.

By 1989, only 56 percent of households
were married couples, while the single
parent households had increased to 15 per-

458



PERSPECTIVE

Profligacy Hits the Jackpot
With compulsory taxes absorbing so high

a proportion of income, it may appear par
adoxical to speak of voluntary taxes. But
what is a government lottery, if not a vol
untary tax? Certainly, a person may avoid
the tax by not participating in the lottery.

The state of New York spends millions of
dollars each year to try to prevent illegal
gambling. One might conclude that the law
makers believe gambling is an evil which
should be suppressed. But no; we find the
state permitting and even encouraging cer
tain types of gambling. Bingo is permitted
under certain conditions and betting at race
tracks where the state gets a heavy "cut" is
encouraged.

And now, the statewide lottery to raise
money for "education"! The state felt it
needed more general revenue than it could
raise through its many tax sources. So, why
not try a "voluntary" tax like a lottery, and
call it "education"? This might remove the
onus for some who think gambling is a little
bit evil and who do not realize that this is just
another way of swelling the general reve
nues of the state.

Regardless of how one may appraise the
moral aspects ofgambling, there seems little
doubt that a state lottery operates as a
regressive tax, taking heavily from the poor,
even though voluntarily. Historically, gov
ernments that have resorted to lotteries
have had in common a tendency toward
decadence. The state lottery feeds the idea
of "something-for-nothing" already far ad
vanced in this country. From the standpoint
of the lawmakers, it is a "last resort,"
desperation effort to fill the coffers of a
profligate state.

-W. M. CURTISS, "Taxation Theory,"
reprinted in Taxation and Confiscation

(FEE, 1993)

and appetite, and the less of it there is
within, the more there must be without. It is
ordained in the eternal constitution of things
that men of intemperate minds cannot be
free. Their passions forge their fetters."

Sincerely,
TOM ALCIERE

-LUDWIG VON MISES

I am writing in response to "Vietnam: A
Fate of Its Own" (May 1993).

In Vietnam, a cab driver had to bribe a
policeman $3 to avoid being arrested while
transporting foreigners for hire. In America,
you have to pay an investor $100,000 for a
medallion before going into business, or
police will arrest you for cutting in on an
unconstitutional, government-protected
monopoly.

The Sins of the Intellectuals

To the Editor:

Historic Quotes
Edmund Burke said, "Men qualify for

freedom in exact proportion to their dispo
sition to put moral chains on their own
appetites. Society cannot exist unless a
controlling power is put somewhere on will
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The intellectual leaders of the peoples
have produced and propagated the fallacies
which are on the point of destroying liberty
and Western civilization. The intellectuals
alone are responsible for the mass slaugh
ters which are the characteristic mark of our
century. They alone can reverse the trend
and pave the way for a resurrection of
freedom.

cent and nonfamily households had mush
roomed to 29 percent.

Had it not been for this change between
1969 and 1989:

Real median family income, which in
creased by only 2 percent, would have
increased by 13 percent.

The poverty rate would have dropped
from 14 percent to 10 percent instead of 12
percent.

The income inequality between rich and
poor households, which grew by 10 percent,
would have increased by only 5 percent.

-EXECUTIVE ALERT
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THE ECONOMIC
WAY OF THINKING
PART 3

THE FREE MARKET SYSTEM

by Ronald Nash

P rior segments of this eight-part series
explained the nature of economics, es

pecially the way in which scarcity forces us
to rank our options and make choices. They
also discussed the importance of recogniz
ing that all economic value is subjective. A
necessary third step in becoming economi
cally literate includes understanding what
"the market system" is and how it operates.

Different Kinds of Markets
One reason some people have trouble

grasping the meaning of the word "market"
is because the word is used to refer to
trading in different kinds of commodities as
well as to trading that goes on at increasingly
general levels. For example, a mother can
tell her son to run over to the market and buy
six ears of corn. The owner of that store can
tell one of his employees to go downtown
and buy twelve dozen ears of corn from the

Dr. Ronald Nash is a contributing editor to The
Freeman and professor ofphilosophy and theol
ogy at Reformed Theological Seminary in Or
lando. He is the author or editor of 25 books
including Poverty and Wealth: Why Socialism
Doesn't Work (Probe Books) and Worldviews in
Conflict (Zondervan).

market; in this second case, the market is a
single seller (or group of sellers) who whole
sales to merchants. The wholesaler may
then ask someone to check how corn is
doing that day on the futures market. For a
single commodity like corn, there are a
number of different markets.

Markets differ of course in more ways
than size and general level. We speak of
different markets for different kinds of
things. There are stock markets and bond
markets. There is the new car market and
the used car market. There are markets in
which collectibles like coins, stamps, paint
ings, and even comic books are traded.

The word "market" in this essay does not
refer to any of the specific markets already
mentioned, although it does include them.
Specific markets are places where two or
more people exchange goods and services.
The market that I'll be discussing is the set
of procedures or arrangements that prevail
throughout a society which allows voluntary
exchanges. In one sense, the market is the
framework of customs and rules within
which specific voluntary exchanges in spe
cific markets take place. Instead of talking
simply about "the market," we could refer
instead to the market system.
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The Market System

What economists call "the market" is not
a specific place or thing. Neither is it simply
the collection of particular markets in which
goods and services are exchanged. Rather,
it is a spontaneous and impersonal order of
arrangements that serves as the framework
within which individual human beings make
economic choices.

One example of a spontaneous and im
personal order is an urban traffic pattern. As
a city develops and grows over a long period
of time, certain traffic patterns evolve. Any
one getting into a car in preparation for a
drive across town must make numerous
choices in response to such things as one
way streets, traffic lights, stop signs, and
speed limits. Such traffic patterns are im
personal because they apply to everyone;
they were not designed just for college
graduates or white people or Presbyterians.
The traffic order is also spontaneous in the
sense that it evolved more as a result of trial
and error than as the end product of a
50-year plan. People learned that traffic
flowed more safely and smoothly, for ex
ample, with a traffic light at one intersection
and a stop sign at another.

While the traffic pattern lays down rules,
people still have a considerable degree of
freedom as to how and where they will
drive. The traffic pattern does not force
anyone to drive down only one street, for
example. This example of an urban traffic
pattern illustrates how a spontaneous and
impersonal set of arrangements can help
produce order, prevent chaos and harm, and
still allow for a considerable degree of indi
vidual freedom.

What we call the market functions in
much the same way. It lays down rules that
provide a framework for economic ex
changes. Among other things, those rules
say that people should not be coerced into
making economic exchanges. Such ex
changes should be free from force, fraud, and
theft. People should honor their contracts.

Economist Ludwig von Mises once re
ferred to the dynamic character of the mar
ket by describing it as a process. The market
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is not static; it is in a constant state of
change. How could it be otherwise since
behind the actions ofpeople in the market lie
the innumerable and constantly changing
valuejudgments of that countless number of
economic agents?

No human invented the market process. It
is an impersonal social institution in which
individual people make economic choices in
accord with their personal value scales. The
market simply provides the institutional or
der or the framework of rules within which
these choices are made.

The Market and Social Order
One of the more remarkable features of

the market is the way it produces order
where we might well expect to find chaos.
One way to see the emergence of such order
is to reflect on the extraordinary way in
which the most ordinary wants of people in
a free society are satisfied. The reader can
do this by making a list of all the goods and
services he wants and finds obtainable over
a period of several days. My own list would
begin with orange juice from Florida, coffee
from Brazil, and toast made from wheat
grown in Kansas, milled into flour in Illinois,
and baked into bread in Tennessee. My list
would also include shoelaces, a razor blade,
toothpaste, shampoo, clothes, gas for my
car, and the paper on which I am writing
these words. For each of us, the list would
be very long and complicated.

Most of us lack the ability to make or
provide most of the goods and services we
want. How then do we persuade others to do
all these nice things for us? When I go to a
grocery store, the things I want are there.
This is just as true of the drugstore, the gas
station, and the department store. When I
need a plumber or electrician or dentist or
auto mechanic, someone is there ready to
satisfy my want. Do people supply all these
nice things because their primary goal in life
is to make me happy? I think not. People do
all these wonderful things for me because of
their prospect of receiving something in
return, usually money. And where do I get
the money I use to pay all these people? I
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receive it from still other people who pay me
for performing some service or providing
some good for them. Reflecting about the
market in this way helps us better under
stand the extent to which we depend upon
other people. All of us need other people
to supply the goods and services we have
come to depend on. But we also need people
who will pay us for the goods and services
that we can supply, thus providing the
money we require to pay those who supply
our wants.

The Market System and
Human Specialization

In more primitive times, people were
often forced to provide for all or almost all
of their wants through their own effort. And
so the same individual might have to make
his own clothes, grow his own food, build
his own house, and so on. A market econ
omy permits people to specialize in those
things they do best. Some people are better
at plumbing than they are at teaching phi
losophy. Some are better auto mechanics
than preachers. This specialization enables
most of us to do a better job with our time
and effort. But this specialization also in
creases our dependence on others.

Supply and Demand
While it sometimes happens that the sup

ply of some good may be too great or too
small, these occasional glitches in the sys
tem are short-lived. It is worth pondering
why, in a free market system, goods and
services are usually available in a supply
sufficient to take care ofpeople's wants. We
all have heard about people in socialist
societies being forced to stand in line for
hours to secure small quantities of bread or
meat. We also have heard about incredible
distribution blunders in socialist societies
where all the garbage cans end up in one city
and the tops to the cans end up in another.
How do we explain the much greater effi
ciency and order that we find in a free
market system? Did anyone plan it this way?
Is there some unknown central planner over-

seeing the entire process of production and
distribution whose omniscient and benevo
lent planning results in almost everything
being available when we want it? Since this
is not the case, what accounts for the incred
ible order we find in a free market system
that lacks any centralized coordination?

The answer, of course, is that all of this
order is the product of the impersonal mech
anism we call the market. When things go
wrong, the impersonal mechanism soon pro
duces results that remedy the problem. The
language of this last sentence should not be
taken literally, as though the market itself
acted. What happens in a market system is
that individual people alter their choices in
response to changing incentives. For exam
ple, imagine that a commodity like gasoline
is suddenly in short supply. If people con
tinued to demand gasoline in the same
quantities as before the shortage, prices
would rise; perhaps they would rise dramat
ically. As the rising price of gasoline affects
the way consumers evaluated the cost, the
quantity demanded would begin to slacken.
But the rising price of gas would also serve
as an incentive for new suppliers to enter the
market. The combination of reduced quan
tity demanded and increased quantity sup
plied would serve to remedy the temporary
shortage.

The Informational Function
of the Market

The market supplies important informa
tion via changes in the relative prices of
goods. When the price of some good rises,
the market is telling buyers and sellers that
the good is less readily available relative to
the quantity people wanted at its old price.
A decrease in price communicates informa
tion that the good is less scarce, relative to
demand. Increases or decreases in price can
result from a number of factors including
changes in people's tastes, the discovery of
new supplies, or the availability of new
information. The reason people enter into
market exchanges is to improve their re
spective situations. When rising prices raise
people's perception of the cost of some
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option above a certain point, those who
value that option less will begin to consider
other alternatives.

Producers of goods and services receive
information from the market by also paying
attention to profits and losses. Losses tell a
business person that something is wrong and
that he had better stop and re-evaluate
things. Profits and losses give people incen
tives to act in ways that turn out to benefit
society. Wise entrepreneurs will divert re
sources away from less profitable goods and
services towards goods and services that
more people want. A market system makes
people accountable for their economic ac
tivities. When individuals and businesses
act in ways that waste resources, they will
be penalized by lower wages or profits (or
perhaps by even larger losses). One of the
major problems with an economic system
that concentrates decisions in a group of
central planners is that accountability too
easily gets lost in the system. But in a
decentralized market system, market prices
serve to reward people who work efficiently,
who plan prudently, who provide goods that
others earnestly want, and who act in other
economically wise ways.

Summary
I have not been discussing some specific

market or collection of markets but the
market system, the institutional framework
within which individual voluntary economic
exchanges can take place. This market sys
tem is spontaneous in the sense that no
human invented it. It is impersonal in the
sense that it is supposed not to discriminate
for or against specific individuals. Like an
urban traffic pattern, it ensures that count
less numbers of individual drivers, all seek
ing their own goals, will reach their desti
nations in an orderly way. Without any help
from any group of central planners, the

impersonal market system does a remark
able job of supplying the countless wants of
countless numbers ofpeople. It does this by
supplying information about people's ever
changing wants and preferences through
changes in prices. As buyers and sellers act
in ways that they believe will maximize their
own benefits and minimize their own costs,
extraordinary consequences appear. Goods
and services that people want are supplied in
ways that many believe possible only when
someone with complete and perfect knowl
edge is issuing orders. But as the collapse of
socialism in the past decade reveals, societies
that adopt a centralized economy inevitably
fall far short of the efficiency of those that
follow a decentralized market approach.

Necessary Conditions for
Any Free Market

No free market can exist without several
necessary conditions. They include an en
forced right to own and to exchange prop
erty, an enforcement of contracts, and laws
that forbid the use of force, fraud, and theft.
Government has several important roles to
play in all this. It must set up a stable system
of rules within which exchanges can take
place. Both the market system and the
people who trade in the market need pro
tection from the kinds of actions that hinder
or prevent free exchange. This requires the
existence of a government. But there are
also necessary limits to the role of govern
ment in the economy. When government
exceeds its legitimate role as the maker and
enforcer of rules, it can do enormous harm
to the economy and can be the source of
much injustice. Readers will find articles
that discuss the harm that governments do
to their economy in every issue of The
Freeman. Younger readers would profit
much by beginning now to compile a list of
these harmful acts. D
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THE AMERICAN
EDUCATIONAL
ESTABLISHMENT, 1993
by John Hospers

A fter seventy years, Communism is in
eclipse in Eastern Europe. The career

of the Total State, planned and carried out
by Lenin and implemented by Stalin to its
maximum extent, is now history, though
what will rise up from its death-throes is not
yet clear. Henry Hazlitt described dramat
ically in his 1952 novel Time Will Run Back
what happens when a forward-looking ruler
inherits Stalin's empire. With remarkable
prescience Hazlitt delineated the steps
which a post-Communist government would
have to take to restore a free market to
Russia; hardly a word of his account would
have to be changed if it were written today.!
Meanwhile, in other parts of the world, the
socialist stranglehold on various economies
is being replaced, while not exactly with
constitutional republics and a capitalistic
economy, at least with regimes less hostile
to the conditions for re-establishing eco
nomic prosperity.

But not in America. Here taxation and
regulation continue apace, and government
spending increases in spite of the runaway
deficit. The "reality lesson" that hit Eastern

John Hospers is professor ofphilosophy (emer
itus) at the University of Southern California,
and author ofnumerous books, including Human
Conduct, Understanding the Arts, and Introduc
tion to Philosophical Analysis.

Europe has not yet penetrated America,
where the clamor for increased government
services helped to swing the 1992 presiden
tial election.

The Current
Intellectual Climate

One might have expected that American
higher education would spearhead the move
toward economic freedom. But this has not
occurred. The change, as historian Paul
Johnson recently observed, "was certainly
not the work of intelligentsia, of philoso
phers, economists and political theorists, or
ofacademics generally. The universities had
little or nothing to do with it, just as they had
played virtually no part in the first Industrial
Revolution of the late eighteenth century.
Indeed, while Marxism was being progres
sively abandoned by the governments which
had once ardently propagated it, it contin
ued to be upheld and taught only in that
traditional home of lost causes, the univer
sity campus.,,2

As one who has taught numerous courses
(including courses in political philosophy)
on a university campus, I have had many
occasions to observe the level of knowledge
(or lack of it) among a succession of under
graduate students, and to take note of some
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of the books the students are required to
read in various courses. Among the gems of
economic wisdom which my students (and
those of other instructors with whom I have
compared notes) typically bring to these
classes as "general background," the fol
lowing are just a few examples: (1) The
reason why so many people are poor is that
too many other people are rich. (Wealth is,
apparently, a zero-sum game.) (2) The coun
try would be better off if the rich were taxed
more. (And if you tax the wealth-creators,
what happens to the wealth and jobs and
investment in future enterprises?) (3) To get
more people employed, the government
should put lots of people to work. (But
public-sector jobs only increase everyone's
tax burden; only the private sector can
create more revenue and erase debt.) (4)
Businessmen don't have a social con
science. (But they do create jobs-isn't that
better than giving people handouts?) These
bits ofeconomic wisdom could be multiplied
indefinitely.

In the humanities at least, personal wealth
is viewed with disdain: it is "noble" to forgo
wealth (or at least to say one will do so) in
order that prosperity can be "spread out
more evenly among the people." It is felt
that government should have a tighter hold
on the economy, so that income can be
distributed more equitably. Many students,
when asked whether they would prefer a
society in which the distribution of wealth
was 5-5-5-5-5 (assuming a society of five
people) or one in which it was 5-10-100
500-1000 (as under capitalism), preferred
the first, because "at least then no one
would have more than anyone else."
("What a dilemma," Manuel Ayau said of
this. "Poverty is bad, and everyone wants to
see it abolished. Wealth is the absence of
poverty. But wealth is evil. Yet only through
the accumulation of wealth can investment
occur, and without investment, there is only
poverty. ' '3)

Textbooks of the Welfare State
I shall describe briefly just a few of the

books that are considered "hot items" in
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academia, which leave little mystery as to
how such ideas are perpetuated. Most of
these books are not written for the general
reader, and remain quite unknown outside
colleges and universities. They are not sold
much outside university bookstores, and the
public in general is unaware that these
publications exist, and of what impact they
may have on those who are assigned to read
them.

According to Professor Nicholas Rescher,
in two books, Welfare and Distributive Jus
tice, the' 'problem of production" has been
solved; technology will produce all the
goods and services we need. The only re
maining problem, he says, is that of distri
bution. The author then devotes his energies
to determining how our' 'national resourc
es" can be equitably distributed among the
population.4

What should be the criteria for making
this distribution? The first plausible crite
rion, he believes, is that of equality-that
every person (or family?) should receive an
equal income, just as everyone should be
equally protected against crime. Satisfying
this criterion would require the government
at regular intervals to take from those who
have more in order to give to those who have
less, thus making poverty obsolete. Another
plausible criterion is that of effort; people
who work longer or harder should receive
more than those who do less or do not work
at all. There is, of course, a conflict between
these two criteria in practice, and some
accommodation between them must be ef
fected. Still another suggested criterion is
"conduciveness to the common good":
those who engage in activities helpful to
others (such as social work) should be
encouraged in their efforts by receiving
more than those (such as manufacturers)
who are not engaged in such socially con
structive activity. And hovering over them
all, there is the criterion of need: surely
those who need more should receive more,
and it should come from those who do not
need it. He follows Anatole France's dictum
that "no one should have cake until every
one has bread."

I will spare the reader the details of the
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analysis by which these various apparent
conflicts are thrashed out. Common to them
all is the assumption that the government
should control the economy in the interests
of "social justice. " Not everyone's income
need be equal, but no one should lack eco
nomic goods, and only the government is in
a position to enforce the kind ofdistribution
required if everyone is to escape poverty.

The most influential book in political phi
losophy of the past half century is John
Rawls' A Theory of Justice. 5 Rawls pro
poses a semi-socialistic scheme in which
everyone's "basic needs" are assured by
the government. There can be some inequal
ity ofcondition, but this inequality is subject
to strict limitations: "All social primary
goods-liberty and opportunity, income and
wealth, and the bases of self-respect-are to
be distributed equally unless an unequal
distribution of any or all of these goods is to
the advantage of the least favored."6 In
deciding on any social policy, "we are to
adopt the alternative the worst outcome of
which is superior to the worst outcomes of
the others." The utilitarian rule "the great
est happiness for the greatest number" is
transformed into "the greatest good for the
least advantaged persons in society." If the
least advantaged persons in society are not
benefited by a given policy, it should not be
adopted, no matter how many other persons
it may benefit. "Consider the worst that can
happen under any proposed course of ac
tion, and decide in the light of that. "

Rawls does not provide examples, and we
are left to wonder exactly how this would
work out in practice. Almost any innovation
that has lightened mankind's drudgery and
heightened his standard of living has surely
made some people (however few) worse off
than before. Surely the makers of buggies
and covered wagons were "disadvantaged"
by the invention of the automobile, just as
the makers of sailing ships were made worse
off by the invention of steamships a century
earlier. If one were to prohibit any innova
tion that made a person or group worse off
than they would have been without it, it
would be difficult to find an example that
would not be on the prohibited list.

A recent book in the same area is James
Sterba's How to Make People Just,7 which
has won enough academic publicity to be the
subject .of an entire issue of the journal
Social Philosophy.8 Sterba divides society
into two groups, "the rich" and "the poor";
sometimes he refers to the first group as
"the fortunate" and the second as "the
disadvantaged." The primary task of gov
ernment is to make the second group less
disadvantaged by making the first group less
fortunate. The members of the first group
are regularly referred to as "the exploiters."
"Capitalist exploitation," says Sterba (p.
57), "differs from criminal activity only in
that it is supported by conventional stan
dards. " And if the capitalist exploiter re
fuses to turn over a portion of his income to
these "disadvantaged," then the disadvan
taged have the right to take it away from
them by force. "What is at stake is the
liberty of the poor not to be interfered with
when doing what is necessary to satisfy their
basic needs from the surplus possessions of
the rich" (p. 86).

The entire discussion proceeds from the
point of view of the consumers of wealth
(what are their needs and how can these be
satisfied?) and never the producers of it.
Indeed, capitalists are not recognized at all
as the producers of wealth or providers of
jobs or creators of capital to fulfill the
desires of consumers. The producers of
wealth are treated merely as means to the
satisfaction of the needs of the non-produc
ers. Any time or effort or planning they may
have put into the process of production is
never mentioned-they are milch-cows to
be valued only for the goods and services
that can be extracted from them. The fact
that when the extraction has become very
great, production falters or ceases, is never
considered even as a possibility, and no
historical lessons on this subject are ever
cited. It is apparently assumed without
question that the process of production will
just go on and on, regardless of whether the
producers are ever permitted any reward for
their efforts. Nor is there any sense that
under capitalism the standard of living has
grown enormously, so much that most things
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that today's Americans take for granted
would have been undreamed of in George
Washington's day:

George Washington never heard of cal
ories or vitamins; he lived on meats and
starches through every winter; he never
saw a glass of orange juice; his diet was so
deficient that he lost his hair and teeth at
an early age. His clothes were uncomfort
able and unhygienic. He traveled on foot,
on horseback, or in a springless carriage.
His house had no toilet or bathtub, no
furnace or heating stove, no light but
candles. What was his standard of living?
It was so high that forty years ago not one
American in ten thousand aspired to it.9

Poverty-A Decree of Fate?
A question that leaps out (at one reader at

least) of every page of Sterba's book is a
question he never asks: How did they (' 'the
rich," "the poor," "the advantaged," "the
disadvantaged' ') get that way? Is their con
dition the result of an inexorable decree of
fate, or could they possibly have done
something, or failed to do something, which
placed them in their present position-and if
so doesn't this matter?

In the choices we make from day to day
as individuals, we try to distinguish various
degrees ofworthiness among the candidates
for our assistance. If a person we know is
suddenly unemployed through no fault of
her own, or if a person is ill or so handi
capped as to be unable to work, then, if we
are able, we give help to the person. But we
do not always feel obliged to do so even ifwe
are able: if we have warned a person against
a course of action, and he embarks on it
anyway and suffers financial hardship as a
result, we do not feel as moved to assist him
as we would if he was a victim of (for
example) a paralytic stroke. Or if he is
able-bodied but is looking only for that
special highly paidjob that alone will reward
his great talents, and he refuses to accept
any other, or if he refuses even temporarily
to do labor that he finds "demeaning," we
may be less than sympathetic to him in his
present plight. If a person can keep a job for

only a day or two because, having spent
years taking mind-altering drugs so that now
most of his brain is gone, and he now lacks
the span of attention required to understand
even the simplest directions, we may be less
inspired to help him than if his past behavior
had nothing to do with his present condition.
Rough classifications such as "the poor"
and' 'the unemployed," which pervade vir
tually all of the current crop of textbooks,
are not specific enough: they do not distin
guish among the causal factors that led to a
person's being assigned this classification.

Describe the specific case for me in detail,
and only then may I know what to say; if I
know only that he is poor, I do not yet know
what I need to know to judge the case, or
even to judge whether the fatalistic term
"disadvantaged" applies to him. One first
has to dig a bit to get the facts. "They make
me unemployed," he may say; "if they'd
lend me the money to buy a truck I'd make
the payments every month, but they won't
do it" (implication: it's their fault). Perhaps
what he says is true; yet it is possible that
there are good reasons why he is denied
credit -perhaps he quit previous jobs on an
impulse ("I want to be free"); perhaps he
would have a few extra drinks at the bar
instead of making that required repair on his
vehicle, as a result of which it would not
function the next day when he needed it
most for an important job.

The variations are endless. It may take
some time for the uninitiated to discern the
pattern in the lives of many people which
keeps them in the category' 'the less fortu
nate." When one sees this, one cannot
simply blame the economy, or the bankers,
or the hard-hearted employers; one must
pinpoint the person himself, and reflect that
these patterns ofaction which lead always to
unemployment arise from within himself
(perhaps it's easier to complain and collect
welfare than to get up for work early each
morning?). If one buys his story and helps
him, and he is in the same situation again in
a few days or weeks, may there not be a
lesson in this? Sterba's proposal, that we
should all be required by law to help him
(and all those like him), as long as his income
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falls below a certain level, will only perpet
uate his inclination to dependency. Simply
placing people into two classes-those who
should receive, and those who should be
made to give to those who receive-fails to
consider these countless factors that are
essential to making considered judgments
on a case-by-case basis.

In our voluntary dealings with others, we
feel free to exercise our individual judgment
as to whether a certain person, all things
considered, should be found worthy of our
help. Sterba, like predecessors, rejects in
dividual help voluntarily provided, in favor
of help to all persons in a prescribed class
("the poor") provided through the coercive
machinery of the law. We are no longer
permitted to exercise our individual judg
ment about the cases before us. We are
required to help sustain all those in a given
category, and not permitted to consider
what are the conditions which brought them
into that category. But the thrust of all this
is the very opposite of what it should be; the
first question to ask, I suggest, is always a
specific one: Does this person, in this cir
cumstance (say a man who is able-bodied
but rather disinclined to labor) deserve to be
supported at public expense? Would you
support him in these circumstances? If not,
what is your justification for passing a law
that requires everyone to support him?

One might summarize the attitude of the
proponents of such a law: "The cause I
believe in is so important that I will gladly
force you to pay taxes to support it." One
may judge for oneself how noble this liberal
rallying cry really is.

Concluding Reflections
There are many other reflections that

would be too obvious to mention to readers
of this magazine, but deserve mention here
because they remain virtually unmentioned
in the current crop of textbooks. (1) Once
welfare programs become generally avail
able, the class of "the poor" soon becomes
much larger than before. When something is
available without cost, people outdo one
another to receive it. (2) Care ofthe poor can

come only from the surplus ofproduction; it
is on this surplus that all charity depends.
One would think, then, that every effort
would be made to ensure that the source of
this bounty remain secure. But such con
cern is seldom hinted at. It is not seen that
the final outcome of income-equalization
is "splendidly equalized destitution" for
everyone, and that this is the inevitable
consequence of plundering those who have
produced the world's goods in order to give
them to those who have not. (3) Nor is there
any recognition, in speaking of "society's
goods" (with a view to how these can be
distributed) that "society" is only a collec
tion of individuals-that all production is the
result of the labor of individuals. The col
lectivistic assumption (' 'we all did it togeth
er' ') is simply false.

It is difficult to escape the conclusion that
if followed through consistently, the world
that Sterba and the others recommend
would be a depressing one to live in. It
would be a world characterized by original
sin-social, not theological; a world in
which every new individual born adds to the
burden each of us must bear. I am not
responsible for that new person being born
(I may even have championed population
control), yet I am obliged to help take care
of that person's needs, and do without many
of the good things life has to offer in order to
provide for each of these person's "basic
needs" (however "basic" may be defined):

Do you care to imagine what it would be
like, if you had to live and to work, when
you're tied to all the disasters and all the
malingering of the globe? To work-and
whenever any man failed anywhere, it's
you who would have to make up for it. To
work-with no chance to rise, with your
meals and your clothes and your home
and your pleasure depending on any swin
dle, any famine, any pestilence anywhere
on earth. To work-with no chance for an
extra ration, till the Cambodians have
been fed and the Patagonians have been
sent through college. To work on a blank
check held by every creature born, by
men whom you'll never see, whose needs
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you'll never know, whose ability or lazi
ness or sloppiness or fraud you have no
way to learn and no right to question. 10

Sterba begins with the noble thought that no
one should want, that everyone should be
economically secure-and concludes that
economic security is everyone's right. The
rich, apparently, have economic security
already, and Sterba's task is to make sure
that it is also provided for the poor. But
surely the truth is, that no one in the world
has a very high degree ofeconomic security.
In the attempt to provide it for everyone,
there is great risk that those on whom
everyone depends for goods and service will
lose it, with catastrophic results for every
one. In fact no one's economic future is very
secure, as Rose Wilder Lane brings out
dramatically:

Anyone who says that economic secu
rity is a human right, has been too much
babied. While he babbles, other men are
risking and losing their lives to protect
him. They are fighting the sea, fighting the
land, fighting diseases and insects and
weather and space and time, for him,
while he chatters that all men have a right
to security and that the government must
give it to them. Let the fighting men stop
fighting this inhuman earth for one hour,
and he will learn how much security there
is.

Let him get out on the front lines. Let
him bring one slow freight train through a
snowstorm in the Rockies. Let him drive
one rivet to hold his apartment roof over
his head. Let him keep his own electric
light burning through one quiet cozy win
ter evening when the mist is freezing to
the wires. Let him make, from seed to
table, just one slice of bread, and we will
hear no more from him about the human
right to security.

No man's security is greater than his
own self-reliance. If every man and
woman did not stand up to the job of
living, did not take risk and danger and
exhaustion and go on fighting for one thin
hope of victory in the certainty of death,

there would not be a human being alive
today. 11

The tragedy of today's welfare-society
planners is that they remain quite unaware
of the kind of society to which, if their plans
were fulfilled, they would be condemning
the very groups of individuals whom they
take such pains to protect.

When one reads with wearisome repeti
tiveness such recommendations for a social
ist or semi-socialist society, one turns with
relief to other sources, largely unmentioned
in the halls of Academe, in which sanity is
restored. Students have never read Bastiat,
or even been informed that such a man
existed; yet one sentence of the rigorously
elegant prose of Bastiat seems worth thou
sands of words spewed forth by those who
have too long ignored him. He expressed the
fundamental principle with incomparable
clarity:

Man struggles against pain and suffer
ing. However, he is condemned by nature
to suffering and to privation if he does not
take upon himself the effort of work.
Hence he has only the choice between
two evils ...

Up to now, however, no remedy has
been found for it, except for one man to
avail himself of the work of others . . . so
that all work is for the one and all enjoy
ment for the other. Hence [we have]
slavery and robbery.

[Today] the oppressor no longer di
rectly compels the oppressed through his
own strength. There is still a tyrant and a
victim, but now the state, i.e. the law
itself, is placed as a mediator between the
two. What could be better for the purpose
of stifling our doubts and vanquishing all
resistance? We turn to the state and say to
it: I find that between my enjoyment and
my work there exists no relation that
satisfies me. In order to bring about the
desired balance, I would like to take away
a little from others.

However, that would be dangerous
were I to do it myself. Can you, state,
facilitate matters for me? Can you not
assign me to a favorable position, or
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assign a more unfavorable one to my
competitor? Can you not grant me a
special "protection" and, not without
plausible reason, lend me capital which
you have taken from its possessors? Or,
can you not educate my children at public
expense? or guarantee me a carefree life
from age 50 onwards?

In this case the law would be acting for
me, and I would have all the advantages
of exploitation without its risks and its
onus. 12 D
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TOWARDA
FREE MARKET IN
HIGHER EDUCATION

by William G. Stuart

M y state runs a special welfare pro
gram. Everyone who wants to partic

ipate in the system is eligible to apply, and
most applicants who agree to abide by the
program rules are accepted. Family income
is not considered in determining eligibility.
In fact, those with higher family incomes are
much more likely to apply for and be ac
cepted into this program than those with
lower family incomes. Are you ready to
move to Massachusetts to participate in this
program? You do not have to move. Your
state offers the same program-and you may
have received benefits already.

William G. Stuart, a sales executive living in
Cummaquid, Mass., has attended both public
and private institutions of higher education.

This program is state-financed, state
delivered higher education. Few people
view public higher education as a welfare
program. In its design, however, it is like
any other "collectivist" program in which
people participate involuntarily: individual
benefits in no way reflect costs; subsidized
prices distort the decision-making process;
and collective public political consensus is
substituted for the private judgments of
individuals.

At first, it seems outrageous to criticize
something as imbedded in the fab~ic of
American life as higher education. After all,
land-grant universities were among the first
institutions established by the governments
of most post-colonial states. People under-
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stood that everyone usually benefits when
more people gain more knowledge. A more
educated society, the argument goes, trans
lates into better civic decisions, better elec
tion results, and a more highly skilled work
force-all factors that improve quality of life
and positively affect the lives of every res
ident of a particular state. Higher education,
according to this line of thinking, benefits
everyone, and society must find a way to
support increased levels of higher education
and design a mechanism whereby those who
do not pursue higher education but receive
the "spillover" benefits are assessed part of
the costs of this windfall.

The analysis must not stop there, how
ever. The state higher education system is a
collectivist system. Government extracts
money from all citizens according to specific
formulas-such as income and sales taxes
completely unrelated to the benefits that
they derive personally from a specific pro
gram such as higher education. Government
then distributes benefits-in this case, sub
sidized education-to specific members of
the population, regardless of their level of
usage. This system creates inefficiencies
that distort economic calculations and make
society poorer, not richer.

Public vs.~ Private
Higher Education

In a free education market, "consum
ers" -students and their families-make
decisions based on the costs and benefits of
each option. Most likely, they project the
expected future income stream of the stu
dent both with and without higher education
to determine whether that education is a
sound investment. Inputs into this calcula
tion may include the student's native intel
ligence, her preferred course of study, her
determination and the projected job pros
pects in her field. (Other criteria, such as
achieving a certain status or finding a suit
able mate, may be included in this calcula
tion; these factors are benefits that fit into a
calculation of the economic value of an
education.) Students and their families then
evaluate the characteristics of various insti-

tutions to project which one will provide the
greatest ratio of benefits to costs.

In the state-financed education market,
the calculations are altered to produce
vastly different results as inefficiencies are
transferred from students directly to taxpay
ers. First, the family of a student is paying
only a fraction of the cost of public higher
education. This subsidy skews the analysis:
Educating a marginal student may result in
a positive projected economic gain with
subsidized tuition, whereas the projected
return on his education is negative when his
family bears the entire cost. Second,
courses of study that are less valued by free
consumers and therefore provide a lower
projected future income stream-the hu
manities or social sciences, on average, do
not generate the same lifetime economic
returns as do natural sciences and engineer
ing-become more attractive because the
cost of achieving that lower level of future
income is itself reduced.

In a free education market, colleges com
pete aggressively for students. As with any
other business serving consumers, they at
tempt to design a product-a combination of
level of academic difficulty, tuition level,
quality of student life, extracurricular activ
ities, off-campus study programs, curricular
innovation, financial aid, placement record
at graduate schools and businesses, and
other academic and social factors-that will
appeal most to the consumers whom they
are trying to attract. Colleges respond con
stantly to new academic, professional, and
social trends in order to redefine their edu
cational product to attract the students
whom they want to enroll. The future suc
cess of these institutions largely depends on
their ability to design an offering that meets
the preferences of their target audience.

Public institutions of higher education
distort this process. Because these schools
are supported by taxpayers and therefore
provide subsidized tuition, public universi
ties have a competitive advantage relative to
private colleges. Private colleges can design
an educational product superior to a public
institution in every way, including real
costs, but because of subsidized tuition at
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public universities, many students choose
the lower-priced option when the direct
benefit-to-cost ratio is lower to them per
sonally. The effect is to create a two-tier
system of education, in which private col
leges compete with other private colleges
and public universities compete with other
public universities. The benefits of pure
competition to students as consumers are
diluted by creating two separate markets.

Further, because public universities are
operated by government, they are con
trolled ultimately by politics. Thus, students
and campus administrators are robbed ofthe
market mechanisms that create the most
efficient allocation of resources and that
allow private institutions to craft a product
that meets student needs best. Decisions
about where to locate a campus, which
campuses in the system should offer which
courses of study and what standards to
impose at each campus are made by politi
cians rather than by students and their
families. Changes in the product that an
institution offers students ultimately are
shaped by state legislators and state depart
ment of education bureaucrats rather than
by the calculations ofindividual consumers.
Administrators at these campuses are not
able directly to control much of the product
that they offer to students.

The system of financing public higher
education places a further competitive dis
advantage on private colleges. A family that
wants to send a child to a private college
must pay taxes to subsidize the educational
costs of other students in public higher
education and then must pay the entire cost
of educating him at a private college. By
contrast, the family of a public university
student pays a subsidized tuition and taxes
to support the subsidy-a total far less than
the true cost of educating him.

A Poor Investment
for Taxpayers

The public higher education system is not
a good investment for taxpayers. The sys
tem often is defended on the basis that
people who acquire more education will

earn more and therefore pay more in taxes
during the course oftheir working lives, thus
"paying back" the initial investment that
taxpayers made in them. This argument
misses the mark: The benefits and costs of
higher education are in no way related.
Because benefits are not tied to costs, and
because there is no contractual obligation,
any relation between direct taxpayer sup
port of the system and indirect taxpayer
benefit is purely coincidental.

Why? First, there is no guarantee that a
student will work in the state in which he
receives his education. It is quite likely in
our mobile society that he never will "re
pay" as much in future taxes to that state as
he took in subsidized tuition. Second, the
taxpayers whom he supposedly will "re
pay" are not, in many cases, the same
taxpayers whose money financed his edu
cation, inasmuch as these people move as
well. Third, this argument treats all educa
tion as equal, when clearly it is not. A doctor
or an engineer, for example, will return far
more value, as measured by the income that
free consumers choose to award producers,
to society on average than will someone
trained in Asian studies or art history. The
public higher education system, however,
does not distinguish between the returns of
each academic field and thus does not cap
ture the disparate economic impact of
these different courses of study. Fourth,
some students attend public institutions
on a full-time or part-time basis for other
than academic reasons-to develop an ac
tive social life, to find enrichment com
pletely unrelated to their career interests,
for example-and thus will not return to the
state treasury any meaningful economic
benefits from the public money spent to
subsidize their educations.

The argument that society should subsi
dize higher education because everyone in
society benefits indirectly from a more ed
ucated populace is not valid, either. Society
benefits whenever someone develops a
more efficient automobile or a more power
ful personal computer, but the inventor or.
financial backer of the innovation benefits
directly, and to a greater extent. Similarly,
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people who are more educated will, on
average, achieve a higher level of income, a
higher standard of living, and increased
status for themselves and their families.
There is no reason why the direct benefi
ciaries should not bear the entire burden of
the investment required for them to achieve
this direct, personal benefit. That everyone
benefits indirectly from the success of those
who are highly educated is no reason to
require everyone to subsidize these specific
individuals.

Those who defend public higher educa
tion make one final argument: that the sub
sidized tuition opens educational opportu
nities to many students who otherwise could
not afford to better their stations in life. This
argument is deceptive and misleading. First,
public institutions generally offer less finan
cial assistance than private schools. While a
lower-income student often can attend a
private college at little out-of-pocket ex
pense, thanks to healthy financial aid en
dowments and budget commitments that
result in a plethora of grants, scholarships,
loans, and campus jobs, that same student
may well find that the reduced level of aid at
a public university actually will raise the
out-of-pocket cost of the public institution
above that of the private institution. Sec
ond, again, the subsidized public higher
education system hides the true cost of the
education. It forces taxpayers to subsidize
the educations of all students, including the
individual who cannot "afford" education
because he cannot find an investor-rela
tive, employer, or financial institution
who believes the benefit from that student's
education never will equal the costs of
educating him. Third, this argument ignores
the reality that a family with $200,000 in
come pays the same tuition as a family with
a $30,000 income-hardly a fair deal for
taxpayers or low-income students.

What Is the Alternative?
Fortunately, there is an alternative to the

current system that will improve the system
by liberating consumers-students, their
families, and their benefactors-and re-

move non-consumers-politicians and tax
payers-from shaping and financing higher
education. The alternative is to abolish gov
ernment regulation of higher education and
sell public universities to private operators,
who then will organize the institutions to
compete effectively with private colleges for
students. These operators probably will be
similar to other non-profit organizations.
Instead of focusing on the needs of wildlife
or disabled people or victims of domestic
violence or refugees, they will direct their
efforts toward providing students with a
portfolio of skills. As with existing private
colleges, some will be affiliated with reli
gious, service, or organizations and foun
dations, while others will be independent
and self-governing. Some programs, partic
ularly at the graduate and professional level,
may be affiliated with, or owned by, partic
ular companies or business associations to
train students for specific careers. In all
cases, the owners and operators will offer a
product that prospective students and their
families will be free to accept or reject
without being forced to support the product
financially.

This new system will benefit nearly every
state resident. Citizens who do not wish to
purchase higher education will be relieved
of the tax burden imposed to finance others'
consumption of this product. Those parents
who are supporting children in private col
leges and universities no longer will have to
be responsible for their children's education
and a portion of the tuition of the children,
parents, grandparents, aunts, and cousins of
their neighbors. Education administrators
and visionaries with market-based, rather
than politically based, ideas about how to
craft a higher education product will benefit
by realizing new opportunities to respond to
consumers.

As with any change, some people will be
hurt by this new system. Politicians accus
tomed to wielding budgetary and regulatory
power over the state university system will
lose their ability to exert influence as con
sumers assume the decision-making author
ity. Perennial students who enroll in one or
two classes to delay their entry into the
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Talented students, like talented actors,
carpenters, or athletes, can realize a return on
their talents in a free society only to the extent
that they direct these talents toward consumers

who are willing to pay for them voluntarily.

working world will see their subsidized
existence evaporate. Marginal enrollees
who attend class for "enrichment" or "to
meet people" or to "broaden their hori
zons" will find that taxpayers no longer will
subsidize their hobbies. Administrators and
faculty members who have built careers
around responding to political influences
will have to adjust their thinking as the
market offree education consumers sets the
rules and expectations in the new education
market.

Another group of people-those bright
students from families of limited means to
whom a taxpayer subsidized education ap
pears at first glance to be the only means of
improving their stations in life-may appear
to be harmed by the free market. In reality,
these students will benefit from the new
system in several important respects. First,
with fewer marginal students pursuing
higher education, the value of a degree will
rise, thus increasing both entry employment
opportunities and lifetime earnings projec
tions of graduates, thereby justifying the
higher levels of investment by the students
or other investors. Second, these students
will be able to keep more of their future
income because succeeding generations of
residents who want to purchase higher ed
ucation will not be able to make an economic
claim against their earnings. Third, entre
preneurs will create new opportunities for
students to finance their educations. Col
leges will become more integrated with

work in cooperative education programs.
Businesses will invest in students' educa
tions in exchange for future employment
service. Lenders will design loan programs
with repayment based on lifetime earn
ings-thus creating a partnership between
student and lender. Colleges will reduce
costs by specializing in specific courses of
study, limiting non-academic offerings, de
veloping new modes of presenting informa
tion and redefining the notion of a campus.
In short, entrepreneurs who see a group of
attractive consumers-smart students-will
develop programs to deliver an education
product on terms that these students can
justify in investment terms.

The final argument for this new (or, more
properly, this return to the American) ap
proach to higher education is the justifica
tion for personal freedom in every aspect of
life. It is important to understand the pre
cept ofa free society-that no level oftalent,
achievement or need entitles a person to
make an economic claim against an unwill
ing payer. Talented students, like talented
actors, carpenters, or athletes, can realize a
return on their talents in a free society only
to the extent that they can direct these
talents toward consumers who are willing to
pay for them voluntarily.

An understanding and acceptance of this
precept is the most important and valuable
lesson that anyone in a free society can
learn. What better way to learn that lesson
than in the pursuit of higher education. D
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J. GRESHAM MACHEN:
A FORGOTTEN
LIBERTARIAN

by Daniel F. Walker

"Everywhere there rises before our eyes
the spectre of a society where secu

rity, if it is attained at all, will be attained at
the expense of freedom, where the security
that is attained will be the security of fed
beasts in a stable, and where all the high
aspirations of humanity will have been
crushed by an all-powerful state." 1

Meet J. Gresham Machen, a leading con
servative Christian theologian who led the
battle for historic Christianity early in this
century.

Machen is often overlooked today, except
by those familiar with the world of Re
formed Protestant Theology. Such books of
his as The Origins of Paul's Religion and
The Virgin Birth of Christ ("monuments to
careful historical research and argumenta
tion, " according to historian George Mars
den) are periodically reprinted, as is his
classic Christianity and Liberalism, a de
fense of historic Christianity against theo
logical unbelief.

Following undergraduate studies at the
Johns Hopkins University, Machen re
ceived theological training at Princeton
Seminary (in his days a citadel of conser
vative Calvinism) and post-graduate studies
in Germany. A career in Princeton academia

Daniel F. Walker is an attorney in Tallahassee,
Florida.

and years of doctrinal battling in the Pres
byterian Church followed. Years passed,
theological stands changed at Princeton;
eventually the leftward drift compelled Ma
chen to leave both Princeton and the Pres
byterian Church to help found Westminister
Theological Seminary and the Orthodox
Presbyterian denomination.

Historian George Marsden refers to Ma
chen's political views as "radically libertar
ian. He opposed almost any extension of
state power and took stands on a variety of
issues. Like most libertarians, his stances
violated usual categories of liberal or con
servative. ,,2

Following the impulses of his family her
itage, which was rooted in the South, Ma
chen tended to place state sovereignty be
fore that of the federal government; in letters
he indicated a belief that the Southern states
properly exercised their constitutional au
thority to attempt secession. Most impor
tantly, Machen favored individual rights and
families over governmental powers.

Machen detested governmental control of
individuals; as he stated in the introduction
of Christianity and Liberalism, "Personali
ty can only be developed in the realm of
individual choice. And that realm, in the
modern state, is being slowly but steadily
eradicated. ,,3

Machen minced no words. Of the "dreary
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regularity" of one of his favorite nature
preserves after the federal government
made it a national park, Machen wrote, "I
almost feel as though I were in some kind of
penal institution. I feel somewhat as I do
when I am in Los Angeles or any of the
over-regulated cities of the West, where pe
destrians meekly wait around on the street
corners for non-existent traffic and cross the
streets only at the sound of the prison gong. ,,4

Long before the federal Department of
Education was finally created in the 1970s,
efforts had been made to establish it in the
1920s. Machen vigorously opposed those
efforts in published letters, essays in na
tional magazines, speaking engagements,
and in an appearance before a joint Con
gressional committee. There, Machen
warned against government control over
young people: "If you give the bureaucrats
the children, you might as well give them
everything else as well."s

A national department of education was
not the only government intrusion into ed
ucation which drew Machen's opposition.
The "Lusk Laws" of New York which
would have compelled private schools to
obtain state licenses, and Nebraska's Lan
guage Law (ruled unconstitutional by the
U.S. Supreme Court) which prohibited
teaching a foreign language to any pre-9th
grade student, were both cited by Machen as
examples of improper but not unexpected
government interference in the learning pro
cess. While not opposing locally operated
public schools per se, Machen set forth his
position regarding school and state in no
uncertain terms:

Place the lives of children in their forma
tive years, despite the convictions of their
parents, under the intimate control of
experts appointed by the state, force them
to attend schools where the higher aspi
rations of humanity are crushed out, and
where the mind is filled with the materi
alism of the day, and it is difficult to see
how even the remnants of liberty can
subsist.6

In an era of considerable federal and state
control over schooling, with powerful teach-

J. Gresham Machen

ers' unions and their fascination with
method rather than substance, Machen's
words ring just as true today as when he
wrote them over 60 years ago.

The trend of declining personal liberty
and a confused public understanding of
"equality" deeply worried Machen. He was
"dead opposed" to the concept of equal
opportunity; he described himself as "old
fashioned in my love of freedom. I am
opposed to the attack on freedom in what
ever form it may come.,,7 Theological con
servatism opposed statism in Machen's po
litical views. In an age when many favored
Prohibition, Machen opposed it-an act
which did not help his career. During World
War I, he opposed the military draft, de
scribing it as one of the things he opposed
more "than anything else in the world," not
only because of "the brutal interference of
the state in individual and family life which
that entails" but also because "[o]nce es
tablished, a policy of conscription would for
various reasons be almost incapable of
being abandoned."s When the Secretary of
Labor in 1925 advocated the "enrollment"
of aliens, Machen opposed it on the basis
that it would ultimately lead to citizens
having to maintain "proof" of citizenship
akin to many Europeans having to "show
their papers" issued by the state. Little did
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he know how he anticipated the infamous
Social Security card and number.

In the 1920s considerable support grew
for a Child Labor Amendment, essentially
allowing Congress to ban anyone under age
18 from employment. In a letter published in
the New Republic, Machen wrote:

The approval of the amendment would
indeed be economically a very great ben
efit to one class in the population
namely to the vast army of federal agents
and inspectors which any exercise of the
powers conferred by the amendment
would require. The federal agents would
be economically benefited; but American
liberty and the sanctity of the American
home would be gone. 9

Machen was not one to be fooled by labels
falsely worn (he attacked theologicalliber
als who called themselves "Christians"
while attacking the Bible) nor by compla
cency; perhaps because he saw theological
liberalism infect mainline Protestant denom
inations despite its multitude of profound
differences with the historic Christian faith,
Machen feared the expansion of govern
ment power under a name other than that of
socialism. As he wrote in Christianity and
Liberalism:

. . . the same tendency exhibits itself
today even in those communities where
the name of socialism is most abhorred.
When once the majority has determined
that a certain regime is beneficial, that
regime without further hesitation is forced
ruthlessly upon the individual man. It
never seems to occur to modern legisla
tures that although "welfare" is good,
forced welfare may be bad.... in the
interests of physical well-being the great
principles of liberty are being thrown
ruthlessly to the winds. 10

The parallel rise of theological liberalism
and the growth of governmental power in
this century in America, it could be argued,
was hardly coincidentaL Historic Christian
ity was abandoned by theological liberalism,

and the "Social Gospel" movement
having given up on the Gospel-wished to
impose its own vision ofthe City ofGod here
on earth. Biblical authority was weakened;
a governmental authority filled the void.

Looking back, it is no surprise that Ma
chen-whose primary battles were in the
theological arena-was compelled to wage
secondary battles against ever-increasing
government power.

Machen's untimely death at age 55 occa
sioned words of respect not only from
friends but also from opponents noted for
their dismissal of religion. Of Machen, the
acerbic H. L. Mencken said, "Though I
could not yield to his reasoning I could at
least admire, and did greatly admire, his
remarkable clarity and cogency as an
apologist, allowing him his primary
assumptions. ,,11

Writer Pearl Buck's assessment of Ma
chen said much. "The man was admirable.
He never gave in one inch to anyone. He
never bowed his head. It was not in him to
trim or compromise, to accept any peace
that was less than triumph. He was a glori
ous enemy because he was completely open
and direct in his angers and hatreds. He
stood for something and everyone knew
what it was. ,,12

Maclien is one of many prominent Amer
ican defenders of political liberty and eco
nomic freedom who have been largely for
gotten by a people intent on abandoning its
heritage of freedom. D
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MACRO MISTAKES

by Roger M. Clites

YOU and I and everyone else live, pro
duce, and consume as individuals, but

macro-analysts-economists, statisticians,
politicians, and others-insist on looking at
us in terms ofgroups or averages. They then
reach conclusions, develop policies, and
give advice based on statistics that may have
nothing to do with the situation of any
individual. No family has 2.3 children. Per..
haps no one in the entire country earns the
average income. Too often those who are
unaware of the nature of macro-economics
are led to make decisions which adversely
affect their lives. In the case of politicians
they may adversely affect millions of peo
ple's lives, even entire national populations.

The following is a personal example of
how aggregate statistics may have no mean
ing in an individual case. Twenty years ago
a college where I was teaching went bank
rupt. I was one of the fortunate few who was
able to dispose of a home in the depressed
housing market in the small town where the
school was located. A friend in another state
suggested that I might base myself at his
home while I looked there for another teach
ing position. Another person advised me not
to move out of state. She noted that the
unemployment rate in the state where the
bankrupt college was located was the lowest
in the nation at that time, 2.8 percent. The
rate in the state where my friend lived was
about twice that high.

But my goal was not to apply for all thejob

Roger Clites teaches at Tusculum College in
Tennessee.

openings in the state. I needed only one job.
As things turned out I located my next
teaching assignment in the state with the
highest unemployment rate, a double-digit
figure.

The averages, the aggregate, the "big
picture" were not important to me. I was
looking for just one job. Had I stayed at
my former location I might not have learned
of it.

Just as an individual may be led by macro
figures to make bad decisions, or to give bad
advice, so political leaders may be caused to
overlook individual situations by concen
trating on averages or aggregates. Let's take
another case which involves unemployment
data.

Ignoring the question whether there
should be government unemployment ben
efits, let's examine the process that is gen
erally used to extend benefits when there is
an economic downturn that continues for a
considerable period of time. Usually the
politicians decide that a person may collect
additional benefits if the unemployment rate
of his state is above a certain arbitrary
percentage figure. But the state unemploy
ment rate is of no importance to the person
who is out of a job. The fact that few of his
neighbors are unemployed does· not lessen
his plight. He is just as bad off as the person
in a state with a high unemployment rate
who is also out of work.

Over and over we see reliance on aver
ages as the basis ofdecisions that may affect
individuals very differently. In fact, that is
the only way government can carry out its
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economic policies. And, while we may not
be aware of it, individuals who rely on the
advice from macro-type advisers may make
decisions that turn out not to be in their own
best interests. Those decisions may, for
example, involve whether to accelerate or
delay a purchase, whether to hold or change
an inventory level, whether to change em
ployment, or anyone of many other deci
sions that we are often led to make on the
basis of macro-data that may have little or

479

no relevance to our individual situation or,
worse yet, may run counter to what we
personally will encounter.

Economic activity is not a group experi
ence or an average experience. Only indi
viduals think, and only individuals act. A
macro-economist reminds one of the story
of the man who was standing with one bare
foot on a block of ice and the other in a
bucket of scalding water. On average, his
feet were 98.6° comfortable. D

LITTLE LESSONS
IN LARCENY

by Russell Madden

At a family gathering last Christmas, I
had the opportunity to observe an

event all-too-familiar to anyone who has
spent time around small children. My three
year-old nephew was playing with a new toy
he had received. The truck came with a
number of smaller pieces: a driver, a tiger,
and various accessories. Smiling, he carried
his treasure into the living room where other
family members sat. Immediately his two
year-old cousin came over and seized the
tiger from the back of the truck.

Naturally, my nephew tried to take back
the purloined toy. Just as naturally, his
cousin twisted away and clutched his prize
more tightly to his chest. Plaintively, my
nephew looked up with a pained expression
on his face and pointed to the small plastic
tiger. Sternly two or three of the adults in the

Mr. Madden teaches communication at Mount
Mercy College, Cedar Rapids, Iowa.

room-including his mother-told him in no
uncertain terms that, "You have to share."

I cringed. While I had in the past heard
such admonitions from adults to children
not even their own, this time I felt even
more uncomfortable with such a pronounce
ment. The brief drama I had just witnessed
seemed to exemplify one of the basic prob
lems with our society. This microcosmic
encounter and countless others like it
have helped establish the underpinnings for
a moral assault on our free society, the
sanctity of private property, and individual
responsibility.

There is, of course, nothing wrong with
sharing. But there is something wrong with
stealing, and what happened in that living
room was stealing, not sharing.

The messages learned in childhood are
often the most enduring. They are unthink
ingly adopted before we have the intellec
tual ability to analyze them. Buried among
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forgotten childhood experiences, these prin·
ciples frequently guide our adult actions
without ever being exposed to the light of
rational questioning. Eventually, however,
we will face the negative consequences of a
faulty ethics and ask, bewildered, "How did
this happen?"

"Sharing" done because someone makes
you do it is just as much a self·contradiction
as is the notion of "forced charity." The
redistribution of income applauded by most
politicians; the cries of our citizens for
,'entitlements" and social welfare programs
to fulfill personal needs or desires; the idea
that governmental interference in our pri
vate lives is proper; and the contention that
taxation, the draft, and paternalism are
moral actions-all these destructive beliefs
and actions can trace their roots to the kind
of mind-set which says to innumerable and
defenseless small children, ' 'You have to
share," when their toys are taken.

The good intentions of parents and adults
do not alter the damage they are doing. They
feel they have fulfilled their parental duties
when-sure enough!-the child surrenders
his toy to the uncertain mercies of that other
small child. If by chance the toddler-owner
should further resist, he is accused of being
"selfish," even though that opprobrious
label is somehow never attached to the child
grabbing and demanding that he be given
access to the first child's possessions.

The implicit messages parents sent by
their orders to "share" are many; that your
private property does not really belong to
you; you can enjoy it only until someone
stronger comes along and demands that you
surrender it; that the use of force is proper
morality; that the surest avenue for gaining
what you want from someone is not by
negotiating for it but rather demanding that
you need or simply desire that person's
property; that your own desire to hold
your property must be subordinated to the
desire-should we say avarice----of those
who-have-not, regardless of whether they
deserve any such help or assistance; and
that proper self-interest is bad and must
and will-be punished.

Through countless little morality plays,

children grow into adults who accept the
notion that those who demand the property
of others are entitled to receive it, and those
who defend their own property are immoral.
The demands of the homeless, the unin
sured, the student, the businessman, and the
retiree, jealous of others who have what
they do not, are echoes of the whining cries
of those spoiled children who "want" and
"need" the toys of their playmates.

But a free society cannot survive by
following such moral principles. A just so
ciety demands that all transactions be vol
untary; that no one initiate force directly or
indirectly; that someone else's need or de
sires does not give him license to enslave you,
or tax you; that the only proper function of
a government is to protect our lives, liber
ties, and properties, and not to violate them.

Might does not make right, neither for
children, nor adults nor governments.

If parents want to teach their children to
share, they first need to understand it them
selves.

Parents should tell their children first that
what is theirs is theirs: They need not share
if they do not want to. By the same token,
they cannot use the toys of other chil
dren-if those children prefer not to share.
The idea ofproperty is fundamental. Should
a child wish to use another's toy the proper
course for him to follow is to ask. If the other
child declines, he should offer an exchange
of some kind: this duck for that elephant. If
the answer is still no, they should either
increase their offer or be satisfied with what
they already have. Under no circumstances
should a child be allowed simply to seize the
property of another. If another child should
take a toy your child does not want to give
up, the aggrieved party should feel free to
come to you to rectify the problem, Le., to
return the toy, not to take the side of the
thief against the innocent victim.

Voluntary interactions, exchanges, and
negotiation; the sanctity ofprivate property;
parents who encourage cooperation and
punish theft; a government designed to pro
tect rights, not to violate them: These form
the foundation of a free market, a free
society, and a free individual. D
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LEARNING FROM
EXPERIENCE

by Ivan Pongracic

A s the press has widely reported re
cently, another "enthusiastic Commu

nist from [the United States] who disap
peared without a trace in the late 1940s," 1

has been found. He is living in St. Peters
burg (formerly Leningrad) and freely admits
that he squandered his life. His confession:
"I made a tremendous mistake. Knowing
what I do now, it was a tremendous mistake
to have done what I did."

What did he do? Believing that Commu
nism was the salvation of the human race,
Joel Barr went first to Czechoslovakia, mar
ried a Czech woman, and, when in 1956
Nikita S. Khrushchev invited him and an
other American, Alfred Sarant, to start their
own microelectronics institute, moved to
the Soviet Union, changed his name to Josif
Veniaminovich Berg, designed the first So
viet computer, and then helped to build the
first Soviet radar-guided anti-aircraft gun.
He confesses his hope at the time was that
by helping Communism thrive it would one
day spread to America.

When Mikhail Gorbachev came to power
and disclosed the atrocities of Stalin's
purges, Mr. Barr all but overnight lost his
faith in Communism. Wasting "no time
mourning the death of the theory that he had
served most of his adult life," he became a
proponent of the American Revolution. He
now believes that "history will show that
the Russian Revolution was a tremendous

Professor Pongracic teaches economics at Indi
ana Wesleyan University, Marion, Indiana.

mistake. It was a step backward for man
kind. "

His story is, to say the least, educational.
Although he has been neither the first nor,
unfortunately, the last of the American in
tellectuals whose unrealized dreams about a
terrestrial paradise made them aware that
they had wasted their lives' 'building social
ism," not many of them have been ready to
admit their mistake. And no wonder. Intel
lectuals, according to Webster's dictionary,
are persons "able to understand," persons
"of superior intellect." To admit to having
been fooled by such a devious system is not
easy for someone who is supposed to make
a living using "superior intellect."

Why, then, have so many of the so-called
intellectuals repeated this mistake of falling
in love with Communism?

The reasons abound. First, too many of
them suffer from the materialistic illusion
that man can live by bread alone. They seek
a world of maximum production, a world
without poverty, a world of equal redistri
bution of Earth's wealth. Since the "anar
chy" of a market economy cannot achieve
this goal, a deliberately guided economy is
needed. Once reached, the material abun
dance should make everybody not only
happy and fulfilled but even more willing to
work for the common good.

On the other side of the spectrum we find
those desperate to find a new god. Declaring
Christianity dead, they are willing to put
their faith in charismatic figures such as
Lenin, Stalin, Mao, Castro, or Pol Pot.
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Wanting their minds liberated from the laws
of God, they immerse themselves in Dialec
tical Materialism as the only possible way to
achieve the ideal of the brotherhood of man.
The means to achieve this are a complete
abolition of property, the control of produc
tion, and the medium of exchange.

Finally, most of them abandon the market
economy because it is not likely to provide
them with the wealth or power they seek.
Not catering to the tastes of the masses,
whom they mostly despise, and unwilling to
involve themselves in the work of represen
tative politics, which they also despise, they
long for a Grand Plan which would recog
nize their talents immediately and call them
into action. Socialism, in all its variants,
offers them rank among the elite, among the
class of social engineers, who possess a
degree of power that not only secures a
comfortable life but also allows them to
manipulate other people's lives according to
their omniscient wisdom. As Eric Hoffer
reminded us in his book The Temper ofOur
Time, "the intellectual who as a 'man of
words' should be a master in the art of
persuasion refuses to practice the art once
he is in power. He wants not to persuade but
to command."

When approached with empirical proof
that their wish systems necessarily result in
total disaster, these intellectuals are notori
ous for rejecting the notion. 2 That such a
system could kill or starve millions of peo
pIe, send thousands of dissenters to lunatic
asylums, and use psychiatry in general as a
tool of political punishment, or pack whole
villages to concentration camps situated
in areas where survival was all but impos
sible, has often been denied in a blind rage.
Such intellectuals are even less willing to
accept that their system rapidly deteriorates
into moral and monetary corruption, with
the nomenklatura indulging itselfin the most
conspicuous consumption imaginable.

Joel Barr now "spends his time thinking
up ways to convince his still radical Amer
ican friends that Marxist-Leninist theory is
fatally flawed." The question is, why should
his friends believe him?

At the time he decided to leave the United

States, there were already people who had
seen the future and did not like it. Their
books, attempting to warn people like him
about the real nature of Communism, were
rejected as reactionary. Would their warn
ings have changed his mind? Would reading
these books have made him stay in Amer
ica? Would they have saved him from, in his
words, committing "a tremendous mis
take"? There is no way of knowing. Yet
their message was clear and unmistakable.

In 1946, a high Soviet official-who had
defected in 1944 as a member of the Soviet
Purchasing Commission in Washington
published a book, I Chose Freedom. 3 In
almost 500 pages, Victor Kravchenko de
scribed in painful detail the sufferings of
both the common people and Party officials
by the hand ofa lunatic dictator. His chilling
stories about "failure and waste" in indus
try, about the deliberate starvation of
Ukrainian peasants, about the psycho
logical destruction of 99 percent of the
Soviet population, about his own encounter
with death in a Gulag, must be read to
comprehend the brutality of the system it
describes.

(When accused of lying and being a West
ern spy, Kravchenko sued Les Lettres
Fran~aises, a Communist literary weekly
published in Paris. After bringing hundreds
ofwitnesses to Paris to confirm his story, he
won the trial. As Ludmilla Thorne explained
in the introduction to the 1989 Transaction
edition of Kravchenko's second book, I
Chose Justice ,4 first published in 1950, all
"witnesses were primarily simple men and
women, some of whom were illiterate. They
described how they had been dragged out of
their homes, all their possessions taken
away by local Party officials. Children had
often been thrown screaming onto the snow
like discarded ragged dolls. Families had
been transported in cattle cars like human
cargo, sometimes for ten or twelve days, to
collective farms or labor camps. The
corpses of those who died had been thrown
off the trains whenever they stopped, and
sometimes the death trains did not stop for
days." Bitterly she adds later, "The heart
lessness of such events is usually lost in



scholarly journals and books written by
contemporary Sovietologists. ")

Several pages of Kravchenko's I Chose
Freedom, were dedicated to American in
tellectuals. He was ' 'shocked" when he
realized that "Stalin's grip on the American
mind . . . was almost as firm as his grip on
the Russian mind." He describes how he
had "to listen in frustrated silence" while
American intellectuals spent hours praising
Stalin's achievements. His endeavors to
explain that this' 'tinselly picture of a happy
and successful 'socialist' nation [was] im
posed upon [the American] mind. . . by the
best propaganda machine in all history' ,
were useless. He found it "truly extraordi
nary' , that "the Communist reality-like
slave labour, police dictatorship, the mas
sive periodic purges, the fantastically low
standard of living, the great famine of
1932-33, the horrors of collectivization, the
state organized child labor-seemed to have
completely escaped American attention."
Kravchenko relates that when he dared to
mention such things to American intellec
tuals, they usually' 'looked at me incredu
lously and some even hastened to enter
cocksure denials." Those who already
knew about these atrocities, readily toler
ated them "as a kind of interlude before
paradise is ushered in."

Kravchenko thus tried to warn "the great
mass of Americans" that their so-called
intellectuals could be divided broadly into
two groups: one that was totally ignorant of
the totalitarian nature of the Soviet regime,
including many alleged "experts on Soviet
Russia," and another that accepted "lying
about Russia [as] a method ofclass warfare:
their shortcut to power." Kravchenko de
scribes his final disappointment when he
realized that he was "denounced and ridi
culed by precisely those warm-hearted and
high minded foreigners on whose under
standing and support I had counted."

The "God that Failed"
Kravchenko could have been dismissed

by the Joel Barrs of that time as a marginal
case-a Communist official who had not
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been promoted quickly enough to satisfy his
ego. But there were others. In The God That
Failed,5 for example, six famous writers
two Americans, an Italian, a Frenchman, an
Englishman, and a German-decided to put
together some of their previous writings in
which they described the experiences which
led to their disillusionment with the Soviet
system. As the publisher of the book put it:
"They found out-in pain and disgust-that
they were wrong; that the words 'brother
hood' and 'freedom' are merely catch
words to Communists; that 'truth' is what
ever the Party says it is at the moment; that
the very things they had joined the Party for
were most endangered by the Party itself."

They had at first willfully accepted the
belief that Marxism had "exploded liberal
fallacies" about capitalism as a system of
automatic progress, as an economic system
without booms and slumps, as ajust system
where racial discrimination and other injus
tices are unknown. Consequently, watching
their old world fall apart, such intellectuals,
in desperation, turned to Marxism. "Chris
tianity is bankrupt," concluded Andre Gide,
so fellow travelers turned to "a creed which
seemed to provide a complete and final
answer to the problems of both social and
racial injustice."

Soon, however, they were to discover
that their god was devouring his own chil
dren. They found out that some of their
friends, totally dedicated Communists, had
perished in the labor camps, were shot by
firing squads, or simply vanished without a
trace. They found, in Arthur Koestler's
words, that "At no time and in no country
have more revolutionaries been killed and
reduced to slavery than in Soviet Russia."
But, more "disheartening than the barbari
ties committed by the simple in spirit," Le.,
Russian Communists, was "the spectacle of
[those] dialectical tight-rope acts of self
deception, performed by men of good will
and intelligence," namely Western intellec
tuals.

Louis Fischer's moment of revelation
came with the Soviet-Nazi pact. He realized
that "Totalitarians of all feathers under
stand each other." For a long time he had
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been willing to accept a "temporary suspen
sion of freedom [which would] enable the
Soviet regime to make rapid economic
strides. " Finally, however, he realized that
,'On the backs of the nationalized proletar
iat and the nationalized peasantry, with the
cowed, kowtowing bureaucracy and intelli
gentsia crying 'Bravo,' Stalin has built a
supernationalistic, imperialistic, state-capi
talistic, militaristic system in which he is,
and his successor will be, the Supreme Slave
Master. "

Andre Gide's story was similar. Traveling
first to Communist Russia and then to Fas
cist Italy in the 1930s, he had discovered the
same slogans on the walls in both countries:
Believe, obey, and fight. It had suddenly
dawned on him that "The Communist spirit
has ceased being in opposition to the Fascist
spirit or even differentiating itself from it. "
After some more eye-opening experiences,
he decided to warn' 'the workers outside the
Soviet Union ... that they have been bam
boozled and led astray· by the Communist
Party, just as the Russian workers were
duped before them.... [I]n Marxian doc
trine there is no such thing as truth-at least
not in any absolute sense-there is only
relative truth." The man who found Chris
tianity bankrupt had to admit that "Russia
. . . has failed to become a god and she will
never now arise from the fires of the Soviet
ordeal. "

And then there was Max Eastman, a poet,
philosopher,journalist, translator. Right be
fore the Russian Revolution he came to the
conclusion that socialism was the only way
to "make all men as free to live and realize
the world as it is possible for them to be."
He dreamed that by socializing the means of
production the socialist could "extend de
mocracy from politics into economics." By
"a process of thought rather than feeling,"
Eastman pronounced Marxism a "large
scale social-scientific experiment," the only
one capable ofproducing "a society without
distinction of caste, class, race, money
power-without exploitation, without the,
'wage system.' ,,6

That was in 1916. Then, in the 1920s, he
visited the Soviet Union. First he realized

that "Instead of liberating the mind of man,
the Bolshevik Revolution locked it into a
state's prison tighter than ever before. No
flight of thought was conceivable, no poetic
promenade even, no sneak through the
doors or peep out of a window in this
pre-Darwinism dungeon called Dialectic
Materialism. No one in the Western world
has any idea of the degree to which Soviet
minds are closed and sealed tight against any
idea but the premises and conclusions ofthis
antique system of wishful thinking."

Eastman found the economy abysmal. He
concluded that' 'the whole idea ofextending
freedom, orjustice, or equality, or any other
civilized value, to the lower classes through
common ownership of the means of produc
tion was a delusive dream, a bubble that had
taken over a century to burst." He realized
that man has "a choice between two and
only two business systems.... We can
choose a system in which the amount and
kind ofgoods produced is determined by the
impersonal mechanism of the market, issu
ing its decrees in the form of fluctuating
prices, or we can choose a system in which
this is determined by command issuing from
a personal authority backed by armed
force" (italics in original). The former is
"the spontaneous way of producing wealth
with elaborate machinery and a high divi
sion of labor." The latter is a "return to
barbarism. "

Finally, Eastman quoted Arthur Koestler,
who said that the Western intellectuals of
socialist persuasion were' 'men of good will
with strong frustrations and feeble brains,
the wishful thinkers and idealistic moral
cowards, the fellow-travelers of the death
train. " He devised a special name for them
"the champions of a lawyer-manager
politician-intellectual revolution."

Lessons from Mises
and Jewkes

If all of this was not enough to open Joel
Barr's eyes, and if he wanted an opinion
from a trained economist, he could have
chosen between the Austrian Ludwig von
Mises (whose Socialism was first published



in English in 1936) and the English econo
mist John Jewkes (whose Ordeal by Plan
ning was published in America in 1948). In
Socialism he could have discovered why a
socialist economy is an impossibility. Not
only would the omnipotent planners be
incapable of planning, asserted Mises, they
would not even know where to begin to look
for the meaningful data. Because the pricing
system was nonexistent, planners would
never know where and why more capital is
needed nor which needs of the population
should be satisfied first and which later.
With no profit and loss system, they would
never know whether or not their endeavors
were successful.7

In Jewkes' work, Joel Barr could have
learned that "economic confusion" is "the
breeding-ground of totalitarian ideas. " The
lack of understanding of the pricing system
is the main factor pointing socialism in the
direction of inevitable disaster. "More con
verts are brought to the planning fold
through ignorance of the price system than
through any other cause," warned Jewkes,
because "those who cannot, or will not,
acquaint themselves with the principles of
this system have no clue through which to
reach an understanding of the intricate or
ganization operating around them. Tortured
and bemused by the fear of the unknown,
they finally come to believe that everything
in the free economy is subject to 'the blind
ravages of chance'; that what is produced,
what work each man pursues, what price is
fixed for commodities are isolated ad hoc
decisions. Into this intellectual vacuum the
idea of a planned economy rushes with all
the force of a gospel of salvation. ,,8

There is no way of knowing whether or
not Joel Barr had read any or all of these
books. Nor can we know what his reaction
was or would have been. But since he had to
spend more than forty years in the Soviet
Union to have his eyes opened, we can
suspect that little would have changed. Now
he is warning "his still-radical American
friends" but, again, why should they believe
him? He obviously did not believe others
who wanted to warn him.

The intellectuals' unwillingness to change
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their beliefs has been perfectly illustrated
recently. In 1990, Robert Heilbroner wrote
in The New YorkeTJ that "the Russian col
lapse ... came as a shock. " It was shocking
to him "that the system deteriorated to a
point far beyond the worst economic crisis
ever experienced by capitalism," and it was
even more shocking "that the villain in this
deterioration was the central planning sys
tem itself." The system "produced gro
tesque misallocation of efforts," the plan
ners had "to keep track of ... 24 million
prices," while the produce "often rot[ted] in
warehouses. " He was also shocked when he
found out that "the Soviet Union [had
become] the first industrially developed coun
try in history to suffer a prolonged fall in
average life expectancy during peacetime."

Heilbroner relates more shocking news.
Yet, at the end of his article, he actually
develops a most curious defense of social
ism and a planned economy. To make "our
economic peace with the demands of the
environment, " to cope with "the ecological
burden that economic growth is placing on
the environment," the' 'realization that so
cialism [as] a social order designed to ward
off economic disaster ..." is unavoidable.
In the name "of our grandchildren . . . our
great-grandchildren or great-great-grand
children," he wants us to believe that a
planned economy' 'is the direction in which
humanity will have to travel ..." (One
wonders if he ever visited parts of the
Ukraine, Czechoslovakia, East Germany,
or Russia to see what a planned economy
does to the environment.)

In a recent interview, 10 Robert Heilbroner
categorically reaffirms that he has not
"turned my back on this long honorable
tradition of democratic socialism." Stating
that although "The system [in the former
Soviet Union] fell down for reasons we
don't entirely understand," he reminds the
reader that the system' 'was very successful
in the early days. Russia was a very poor
country, but the Russian Revolution under
the leadership of Lenin did somehow man
age to marshal its resources in a way that
had not been previously possible." (Mr.
Heilbroner need only read Kravchenko to
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demolish this persistent myth about pre
revolutionary Russia. Russia was not "a
very poor country. " It became "a very poor
country" only after the Revolution.) At the
end of this rather long conversation (in
which he also warns Americans not to pay
too much attention to budget deficits and
public debt in general), Heilbroner states
that those who believe in capitalism must
always remember that "capitalism, in addi
tion to being a fantastic source of growth, is
also a fantastic originator of problems. "

Joel Barr must understand that these
days-with the new President talking about
more active government, and most of his
friends and advisers defending something
euphemistically called industrial policy,
managed markets, managed trade, managed
exports and imports-the American Left is
euphoric again. His "radical American
friends" are equally as willing to listen to
him as he was willing to listen to a Hayek,
a Kravchenko, a Gide, and others in the
1940s. Their old dream, what Hayek called
"a despotism exercised by a thoroughly
conscientious and honest bureaucracy," is
within reach again. 11 The 1960s radicals are
now teaching economics, political science,
law, literature, and history at American
universities, hiding their bankrupt philoso
phies behind the political correctness craze,
deconstructionism, cultural studies, and
dreaming up ways to construct, very soon,
their version of perfect community. 12 The
Joel Barrs are pushed into the dustbin of
history.

Besides, the American Left is well aware
that libraries are replete with books describ
ing what has been happening for decades not
only in the Soviet Union, Eastern Europe,
China, and other Communist countries, but
also in Sweden, Canada, Norway, New
Zealand, and other countries which have
tried "soft" socialism. They couldn't care
less; they simply believe that those old
socialists, Communists, and Marxists were
too stupid, too unsophisticated to succeed.
According to their new creed, socialism and
a planned economy are possible. Period. It
only takes the right kinds of intellectuals to
make it work.

As George Orwell once put it, ' 'You have
to belong to intelligentsia to believe things
like that; no ordinary man would be such a
fool." Unfortunately for the rest of us, the
new intelligentsia, the new enthusiastic re
formers of the new administration, will have
to learn from experience, too. No doubt
forty years from now one of them will
complain about having made "a tremendous
mistake. " At that time America may look,
more or less, like today's Russia. D
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THE CASE FOR
HAPPY ENDINGS

by Karina Worlton

I remember having a conversation with an
English teacher when I was 12. We were

discussing good books. I told her that I
never read a book without first reading the
ending. If it had a happy ending, then I read
it. Otherwise I did not. The teacher told me
that I was missing out on some of the best
books with my method. I tried to accept what
she said at face value. It wasn't until ten
years or so later that I was able to take a
closer look at the concept ofhappy endings.

As an English major in college, I took
several "period" literature classes, such as
"Victorian," "Modern," "Romantic," and
"Renaissance." Each period had overlying
characteristics that tied it together. For
example, many of the early writings in
English history were primarily religious in
nature.

On the whole, my least favorite works of
literature most often were written during the
more modern periods. (Different people se
lect different beginning and end dates for
periods. I shall broadly define modern as the
last 50 or so years.) There is an overwhelm
ing trend in recent literature toward nega
tivism, or "realism" as it is called. The idea
behind realism is that literature should be as
close to real life as possible. However, it
seems that most authors live very sad lives,
because in their books no one is allowed to

Karina Worlton is a free-lance writer residing in
West Jordan, Utah.

be happy. In addition, many modern books
discuss topics such as drugs, suicide, the
occult, and war. These things are not a part
of my life, and I do not want them to be.

I now no longer believe that I am "missing
some of the best books" by wanting a happy
ending. I have come to narrow my definition
of "happy ending" to one that leaves me
feeling positive about something. The hero
of the story might get killed, but if he died
defending his principles, I am left applaud
ing the hero's actions.

As a college student, I was often assigned
books to read that I felt were very negative.
I was told that these books showed life in the
twentieth century and therefore they were
very important. Furthermore, when we
studied books from earlier time periods that
were not negative, we analyzed them using
modem "realistic" critical viewpoints. In
my opinion, there are three main reasons
why such books are considered "represen
tative" of this century: Darwinism, Marx
ism, and Freudianism.

When Darwin's theory of evolution was
introduced and gained popularity, it
changed the thinking of many people. Many
ofthose who had believed that man had been
created by a loving God began to think that
science had disproved the existence of a
God. Without a God, the remainder of their
beliefs, such as a purpose for life and a life
after this one, faded away. Life was a dreary
drudgery, and death was simply an end.
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Marxism taught men that they were not
individuals, but part of a society (a commu
nity). The good ofall superseded the good of
one. As a result, the belief that mankind
consisted of unique individuals who could
achieve according to their diverse efforts
and talents was supplanted by the belief that
mankind was a hive.

Freud's theories were based on the idea
that man was a product of his environment
and background, and not of his choices and
actions. As a result of Freud's theories,
many men could no longer believe that their
choices and actions made any difference in
what they would become.

I remember being required at the ripe age
of eight to read a book on suicide and
another on an illicit affair. Neither one was
appealing or interesting to me. They were
not enjoyable nor did they allow me to
"escape" from my life; they did not
teach me anything I wished to learn; they
did not help me to work through any
emotions.

Negative literature tends to foster nega
tive attitudes. The more negative input I
absorb the more negative I will tend to be.
This input will color everything I think and

do. I think the negativism in literature (and
other forms ofentertainment including mov
ies and television) has been and will con
tinue to be a major factor in the increase of
crime, suicide, depression, drug use, and
family break-up. Literature which claims to
mirror real life helps to create "real life."
Ideas have consequences.

Negative literature also causes children
and adults to have little or no desire to read.
Illiteracy can be blamed on many causes,
but negative literature must take its fair
share of the blame. What incentive is there
to read when literature only creates unpleas
ant feelings? I believe that if children were
given positive, uplifting literature there
would be an increase in the literacy rate.

Some may criticize my views and call me
naive. However, I have never felt that
knowing in detail what being immoral or on
drugs or suicidal is like could help me in any
way. I have read excellent books where
"bad" things happen. In each case, these
events were not the whole story. Good
things happened as well, and the ending
always left hope for the future.

I still read the last pages before choosing
a book. D



THEFREEMAN
IDEAS ON UBERTY

A NATION OF CHILDREN

by Brandon Crocker

Over the years, many economists and
philosophers have pondered the ques

tion posed by Joseph Schumpeter, "Can
capitalism survive?" With the collapse of
socialism in Eastern Europe, one would
think that the prospects are favorable. Yet
capitalism (at leastfree market capitalism) is
under fresh assault in the United States.
And the implications of this assault stretch
far beyond our mere economic well-being.

Recently, a good deal of debate has
started on such issues as government
control over the health-care industry, na
tional industrial policy, and government
mandated employee benefits. Most of the
debate centers on questions of efficacy and
implementation. While many have argued
that a more active government will harm the
economy, few Americans are taking issue
with the basic premise that the federal
government ought to be authorized to do all
of these things.

Freedom has been a hallmark of Ameri
can nationhood since the founding. Yet
today it is difficult to find many people who
understand and embrace the concept. As the
discussions of federal policy indicate, free
dom lags well behind such material consid
erations as less expensive health care, job
security, and a growing economy in the
constellation of concerns of most Ameri
cans. What was for a long time the defining
word of the American spirit now is freely
bargained away by the American people in

Brandon Crocker is Director of Asset Manage
ment for a real estate development and manage
ment company in San Diego.

exchange for promises of federal paternal
ism. Such are the political dynamics of the
modern welfare state.

Since the New Deal programs of the
1930s, Americans have increasingly looked
to government to improve or safeguard their
economic positions. Every year new legis
lation reduces the freedom of some in order
to provide benefits to others. It is now
hardly questioned that wealth should be
redistributed from the successful to the
unsuccessful, and that the government
should have a strong role in the regulation of
commerce.

Seemingly paradoxically, however,
Americans still guard freedom in their' 'per
sonal" spheres quite jealously. They still
want to be able to "do what we want to" in
their private lives. Increasingly, Americans
don't even want people to be able to disap
prove of their lifestyles, let alone dictate
them. (The advocates of this position don't
seem to realize the ominous implications to
personal freedom implied by this view.)
Those who would try to "impose their
morality" on others are demonized in the
popular culture, and growing numbers of
Americans count unrestricted access to
abortion, for example, as a fundamental
right. Americans, like children, want some
benefactor to take care of their needs and
problems, but leave them alone to act as
they please.

But there. really is no paradox demon
strated in demanding that government pro
vide goods while vigorously attacking gov
ernment intrusion into "personal" matters.
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Americans are asking for an unhindered
road to personal self-fulfillment, and a gov
ernment empowered to help them through
any difficulties which may arise. This is the
attitude we expect from children and others
who have been shielded from the full re
sponsibilities oflife, and it is symptomatic of
a people with a heritage of freedom who
have been corrupted by an expanding wel
fare state.

Economic Controls Are
People Controls

When discussing government interven
tion in the economy, it is prudent to remem
ber that a nation's economy is nothing more
than the decisions of individuals as to what
to produce and what to consume. Therefore,
a government-controlled economy neces
sarily means government-controlled people.
The greater the control the government has
in the economy, the smaller the sphere of
personal freedom. Whenever we demand
that government intervene to give us some
benefit, we are simultaneously demanding
that government intervene to deprive some
one else of some freedom. Even if only the
personal freedoms of others are directly
affected by our demands, we reduce the
barriers of tradition and attitude that protect
our own freedoms, as well.

Punitive taxes on tobacco and alcohol are
an attack on personal freedom disguised by
the rhetoric of "solving the health-care
crisis. " These new taxes are being justified
on the grounds that smoking and drinking
cause health problems which put a strain on
health-care resources. If we deem this
proper justification have we not acquiesced
to the proposal that government can and
should regulate all sorts of personal
choices? If putting special taxes on (or even
outlawing) smoking and drinking is fine,
what about other potentially unhealthy ac
tivities like hang-gliding, high school foot
ball, or eating red meat? Will all our indi
vidual rights that could conceivably affect
health-care costs be subject to majority
rule? Or, having turned over to government
the power and responsibility to maintain

and pay for our health-care system, will
our individual rights have even that much
protection?

Is this far-fetched hyperbole? One would
like to think so. But then again, how many
of the enlightened liberals of the 1930s
thought that Mao's "land reforms" would
lead to the state dictating (through economic
"incentives" and coerced abortions) how
many children families could have? How
many socialist utopians of the 1960s thought
that a People's Republic (with free health
care and job security) like Czechoslovakia
could forcibly relocate the inhabitants of an
entire city so that government-controlled
utility providers could have access to coal
deposits? And how many of our fathers and
mothers would have thought that in the
United States of America, small businesses
could be sued out of existence because their
work forces did not closely enough match
the ethnic and sexual makeups of the com
munity? The United States has a long tra
dition of freedom, as well as some still
functioning constitutional safeguards. But
it is sobering to step back and look at just
how far we have traveled over the last 75
years.

Like children, Americans will sooner or
later discover that they cannot rely on some
authority to take care of them and still be
free. It is a truism that with freedom comes
responsibility. It is also true that freedom
only lasts if people take responsibility for
their activities and reject the premise that
their lives should be made easier at the
expense of other people's freedom.

History clearly shows that it is harder to
win back freedoms than to give them away.
Governments rarely agree to relinquish
power, and groups which have come to
depend on government-provided largess
will join in opposition to any such move
ments. So it is important that all who can
try to awaken their fellow citizens to their
folly, or soon it won't be Schumpeter's
question we'll be pondering, but rather the
one posed by Francis Scott Key: "Oh, say
does that star spangled banner yet wave,
0'er the land of the free and the home of the
brave?" []
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THOMAS CHALMERS
AND THE POOR LAWS

by Clifford F. Thies

T homas Chalmers (1780-1847) was or
dained in the Church of Scotland in

1803. In his first ministry, in Tron parish of
Glasgow, Chalmers quickly developed rec
ognition as a great speaker from the pulpit.
A Calvinist~ he was deeply impressed by the
importance of faith, as distinguished from
good works, for salvation.

In 1819, he was appointed minister of St.
John's parish, the largest and the poorest in
Glasgow. In this position, he got permission
to completely substitute church charity for
public welfare, and achieved great success
both in relieving poverty and in reducing the
cost of relieving poverty.

His method was to treat each person's
need individually, seeking always to uplift
the disadvantaged, distinguishing between
the "deserving" and "undeserving poor,"
and involving family and community in the
fight against poverty. During the next cen
tury, followers would implement these ideas
throughout Great Britain, the United States,
and other parts of the English-speaking
world.

Chalmers' efforts to reform the poor laws
went hand in hand with his opposition to the
Corn Laws, which restricted international
trade in order to "protect" domestic agri
culture; to grants of legal monopoly to
industry; to prohibitions against free unions;

Clifford Thies is Durell Professor of Money,
Banking and Finance at Shenandoah University
in Winchester, Virginia.

and, to the heavy burden of taxation upon
the laboring classes. In all these cases, he
saw government interferences with the
workings of a free society-including both
its competitive and cooperative spheres-as
disrupting the natural, or even the divine
order of things.

Later appointed to university positions at
St. Andrews and at Edinburgh, Chalmers
gained increasing recognition as a leader of
the evangelical wing of the Church of Scot
land, seeking independence of the church
from civil authority, and the right of parish
ioners to elect their own ministers. Accord
ingly, after' 'the Disruption of 1843," when
203 commissioners walked out of the Gen
eral Assembly of the Church of Scotland,
Chalmers was named first moderator of the
Free Church of Scotland.

A prolific writer, his more significant
books include An Enquiry into the Extent
and Stability ofNational Resources (1808),
which concerned the probable effects of the
Napoleonic blockade; Christian and Civic
Economy ofLarge Towns, in three volumes
(1821-26); On Political Economy (1832); On
the Adaptation of External Nature to the
Moral and Intellectual Constitution ofMan
(1833); and Institutes of Theology (1849).

Outdoor Relief
As the nineteenth century got underway,

the effects of eighteenth-century changes in
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the poor laws were becoming evident. These
changes included the authorization of "out
door relief' for the able-bodied poor. No
longer were the able-bodied poor required to
enter the poorhouse, in which they would
have to perform work, including make-work
if necessary; they would now be able to
subsist in their own homes. These changes
were thought to be more humane to the poor
and economical to the taxpayer. But over
time they had exactly the opposite results,
increasing misery among the poor and la
boring classes, and increasing the financial
burden placed on the taxpayer.

Influenced by the writings on population
of Thomas Robert Malthus, also an evan
gelical, Chalmers argued that any increase
in relief for the poor would result over time
in an increase in their numbers, absorbing
the increase in relief in an increase in pov
erty. (Chalmers argued that this rule
wouldn't apply to extending relief to the
"deserving poor, " who were impoverished
by reason of mental or physical disability,
old age, or orphan status.)

For several reasons, outdoor relief under
mined the economic conditions of the poor
and laboring classes:

Unskilled workers would have to com
pete against those receiving outdoor relief,
who because their earnings were augmented
could work for a lower wage. Without such
subsidized competition, wages for unskilled
workers would be higher.

The increase in taxes needed to finance
outdoor relief would increase poverty
among otherwise self-sufficient people,
whom we now refer to as the working poor.
Thus, distress wasn't relieved, but merely
shifted to a class far more deserving than the
class being aided.

As a result of the extension of outdoor
relief, "the springs of gratuitous benevo
lence have been well nigh dried up...."
Men were subtly encouraged to abandon
their families, parents their infant children,
and grown children their aged parents. Fur
thermore, the ability of private charity to
exercise "delicacy" and "discrimination"
in the administration of relief, responding
generously to those in true need, and deny-

ing relief to the undeserving, was replaced
by "the regulated ministrations" of the
poverty officials.

The able-bodied but idle poor were prone
to "the mischief which proceeds from idle
ness" ; including' 'relaxed industry, " intem
perance, licentiousness, and degraded re
spect for honesty and property. Indeed,
patriotism was replaced by class struggle
between "the higher and lower divisions,"
the former viewing the latter as a burden,
and the latter viewing the former as unjustly
withholding its due.

Finally, regarding those who truly needed
to be supported, their support was cut short
by the increased financial strain on the
treasury. Funding was cut and economies
forced in the public infirmaries, dispensa
ries, and asylums that served the enfeebled
aged, the disabled, orphan children, and that
responded to the periodic needs of the
laboring classes for assistance in times of
distress. Thus, "public charity has been
profuse where it ought not, and it has also
been niggardly where it ought not."

To Chalmers, there was a clear distinction
between justice and charity: "Justice, with
its precise boundary, and well-defined
rights, is the fit subject for the enactments of
the statute book; but nothing can be more
hurtful and heterogeneous, than to bring the
terms, or the ministrations of benevolence,
under the bidding of authority . . . ." The
problem with outdoor relief wasn't that it
incorrectly asserted that we have an obliga
tion to help the deserving poor, but that we
turned to the government to fulfill this ob
ligation. The sphere of the civil magistrate is
justice, not charity.

Chalmers argued for nothing less than an
immediate and complete abolition of out
door relief. "Would it not be better that all
this bungling and mismanagement were
cleared away at once?" he argued. To those
who criticized his radical approach, he an
swered, "How comes it that he who ques
tions the expediency ofpoor-rates is usually
regarded as a man of visionary, or at least of
adventurous speculation; and that he who
resists every change of habit, or of existing
institution, is deemed to be a man of sound
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and practical wisdom, who, unseduced by
any ingenious or splendid sophistry, sits
immovably entrenched within the safe
guards of experience?"

Progress Against Poverty
In 1834, the English Parliament ended

outdoor relief; as more or less did the
several states of the United States at about
the same time. There followed a centuJ:y of
progress against poverty, spearheaded by/\
the harnessing for good of both self-interest
and compassion that occurs in a free soci
ety. Private charities sprang up on both
sides of the Atlantic like flowers in the
springtime, bringing help to almost every
one in need, especially during times of
natural and economic distress.

So successful was this effort that the very
definition of poverty came to be revised
again and again, so that what we now
consider to be the minimum standard of
living consistent with human decency would
be beyond the imagination of those in
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Chalmers' day.
But with the return of "outdoor relief,"

this progress against poverty has now come
to halt. The government's definition of pov
erty hasn't been changed since the 1960s,
and the numbers and percentage of people
who are poor by that definition have been on
the increase. Standards of living among
working people have been falling, and the
taxpayers of our generation have been
forced to send their wives and children into
the labor market.

It was one thing for the compassionate
people of the eighteenth century to wish to
use the awesome powers of the government
to "do something" for the poor. The same
could be said about the compassionate peo
ple ofour own century. It was and is another
thing to resist changing the welfare system
that was supposed to help the poor once the
disasters of that system become obvious. At
such times, it is for men of faith, men like
Thomas Chalmers who trust in God's prov
idential design, to have the moral courage to
advocate real change. D

Taxation and Confiscation

Taxes forcibly extract money from people and provide revenue for gov
ernment. They reduce the levels of living of taxpayers and increase the
spending potential of politicians and government officials. They raise a

great many economic, social, and moral questions about the nature of govern
ment and its use of force.

The twenty-one essays in Taxation and Confiscation masterfully explore every
facet of public finance. In addition to Hans Sennholz's introduction (which
includes heretofore unpublished observations on the 1993 Deficit Reduction
Act), articles in this collection include: "Elements of a Fair System of
Taxation," "The Squeeze on the Middle Class," "Incentives and Income Taxes,"
"Boom Time for State and Local Government," "The Assault on Capital," "The
Crisis in Public Finance," and "The Power to Tax Is the Power to Destroy."

208 pages indexed, $14.95 paperback



A REVIEWER'S
NOTEBOOK

REFUTING
OSWALD SPENGLER

by John Chamberlain

I s there an excuse for a volume the length
of The Rebirth of the West (Cambridge,

Mass.: Blackwell, 1991, 736 pages, $69.95)1
The answer, rather obviously, is that the
book might have been published as six or
seven volumes. Peter Duignan and L. H.
Gann have each done many important stud
ies for the Hoover Institution in California.
Duignan has edited more than thirty vol
umes dealing with the Middle East, Africa,
and Hispanics in America, and Gann has
been right behind him.

The authors have a two-part theme; the
general post-war recovery, and the special
role of the U.S. in creating an Atlantic
Community from 1945-58. Together, they
have mastered the art of interesting and
relevant quotations in a way that would have
pleased the late Leonard Read. They quote
the British historian Macaulay:

It is not by the intermeddling . . . of the
omniscient and omnipotent State, but by
the prudence and energy of the people,
that England has hitherto been carried
forward in civilisation; and it is to the
same prudence and the same energy that
we now look with comfort and good hope.
Our rulers will best promote the improve
ment of the nation by strictly confining
themselves to their own legitimate duties,
by leaving capital to find its most lucrative
course, commodities their fair price, in
dustry and intelligence their natural re-

ward, idleness and folly their natural pun
ishment, by maintaining peace, by
defending property, by diminishing the
price of law, and by observing strict
economy in every department ofthe state.
Let the government do this: the People
will assuredly do the rest.

Macaulay wrote these lines in 1830. They
do not check with much that has happened
since, especially after World War II. By the
mid-1950s, the state in Western Europe
controlled all postal communications, tele
phone services, nearly all radio and televi
sion stations, as well as large segments of
the mining and steel industries. The state
accounted for 100 percent of the coal mining
in Britain and Italy, 98 percent in France, 60
percent in Holland, and 26 percent in West
Germany, an anomaly.

The state patronized the arts, even to
the point of sanctioning pornography. It
licensed street walkers. In the name of
Keynesianism it has indulged in all manner
of national planning. The Marshall Plan was
fundamentally a subsidy affair, deemed nec
essary to bring city and country together.
European peasants had not seen fit to bring
their food to city markets that had little to
offer in exchange.

If most people took what the state offered
without quibbling, there were the important
exceptions. Adenauer in West Germany
looked with favor on the idea of a free
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market. Ludwig Ehrhard, minister of Ade
nauer's Rhineland economy, abolished
price controls, ended rationing, and reduced
onerous regulations.

In spite ofall travails, the post-World War
II years impressed Duignan and Gann as
"marvelous" -thirty golden years of
achievement "anticipated by few."

This brings Duignan and Gann back to
Macaulay: "Had he returned to survey the
post war scene in the West he would have
felt vindicated in his optimism."

In ' 'overview entries,' , Duignan and
Gann summarize such topics as education,
both elementary and secondary, the Berlin
blockade, the decolonization schemes for
Africa and Western Asia. There are chap
ters on the progress of the Cold War, with
resumes of what was said and done at
Teheran, Yalta and Potsdam. The Marshall
Plan gets more than its share of attention.
The literature of the U.S., Britain, and
Western Europe, and the radio, television,
and music are all related to the global scene.

"Our task," say the authors, has been to
fashion a synthesis based on "the best
scholarship." Oswald Spengler's Decline of
(he West has been refuted, at least for the
thirteen years covered. 0

The Tragedy of American Compassion

by Marvin Olasky
Regnery Gateway. 1992 • 290 pages. $21.95

Reviewed by Daniel A. Bazikian

M arvin Olasky believes that the present
American poverty programs and wel

fare system have failed, not only in terms of
money squandered, but also in regard to
human souls corrupted and national char
acter corroded. As a Christian, he argues for
a biblical model for fighting poverty. In The
Tragedy ofAmerican Compassion, Olasky
develops this argument historically, by
chronicling and criticizing efforts to fight
poverty from colonial times to the present.
As he states in his introduction, "The key to
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the future, as always, is understanding the
past. "

Olasky argues that indiscriminate govern
ment handouts of aid do not better the
individual; instead, they merely foster fur
ther moral laxity and irresponsibility. Pov
erty can be alleviated, however, not only as
well-to-do individuals help less fortunate
individuals, but also as the better-off help
the morally and economically downtrodden
learn to live out the biblical work ethic in
their lives. Personal beliefs and personal
values play a determinative role in the
economic outcome of one's life.

The early American concept ofcharity, as
expressed from both pulpit and printed
page, stressed biblical themes. This estab
lished the cultural and intellectual frame
work for viewing the problem for at least the
next 250 years. Charitable aid was encour
aged to be given in a spirit of generosity
(which in those days was associated with
nobility of character, as well as gentleness
and humility). Emphasis on a God ofjustice
and mercy, and of man as a fallen, sinful
creature, led people' 'to an understanding of
compassion that was hard-headed but
warm-hearted. " Those in genuine need
would be helped, but those who were sloth
ful were allowed to suffer until they showed
a willingness to change.

Other strong concepts also emanated
from this theistic outlook: Giving was to be
done not mechanically but from a spirit of
genuine love; almoners of charity were to
acquaint themselves personally with the
poor, so as to discern better who deserved
aid and who did not; moral and spiritual
guidance was to be dispensed along with
material aid; because men's sinfulness often
prompted them to abuse charity, donors
were advised to withhold it at times; and
giving was done in such a way as to
strengthen and encourage family life. Char
ity of this type not only characterized the
predominantly Protestant population, but
also the small Catholic and even smaller
Jewish minorities as well.

The growth ofcities in nineteenth-century
America often intensified the needs of the
poor. In response, the new world came to
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look to the old for a workable answer.
Scottish theologian Thomas Chalmers, a
strong critic of the government-run, indis
criminate ' 'outdoor relief' established in
England's newly industrialized cities, ad
hered basically to the same viewpoint on
poverty as his American counterparts.
From 1819 to 1823, he devised a plan for
implementing his ideas within a specially
created, ten thousand-person district (the
Parish of St. John) in Glasgow. Within this
parish, state, or other indiscriminate aid was
excluded and all needed relief was to be met
by the donations of parishioners. Chalmers
divided his parish into 25 districts, each the
responsibility of a deacon who would inves
tigate who were the genuinely needy. The
effects reportedly were remarkable: Church
charitable giving increased (donors were
confident of the wise use of their money);
the better-off induced the poor through hab
its of industry and thrift to improve their lot;
and the number of poor in the parish as a
consequence shrank.

By around the middle of the century,
charitable societies in every major Ameri
can city were being established mainly
along Chalmers' lines. Workers in these
organizations shared a view that the under
lying causes and long-term needs of the
poor were religious. Only when the poor
learned to address these needs would they
lift themselves (through God's help) out of
poverty.

Up to the 1840s, a general consensus still
prevailed regarding society's treatment of
the poor. Charity was handled mainly
through private efforts. Government sup
port of the poor was limited. The English
system of indiscriminate state aid to the poor
was scorned as degrading to the recipients.

That decade witnessed the first serious
challenge to this consensus. Horace Gree
ley, founder and editor of the New York
Tribune as well as a theological Universalist
and utopian socialist, believed in the natural
goodness of man, as well as the corrupting
influence of capitalist society. According to
Greeley, every person had a right to both
eternal salvation and temporal prosperity,
and poverty was to be alleviated by redis-

tributing the wealth to everyone without mak
ing moral distinctions as to the recipients.

Later in the century came the attack ofthe
Social Darwinists, who viewed the struggle
within society in terms of the survival of the
economic fittest. Character, they con
tended, was hereditary, and attempting to
lift those poor souls from the grips of vice
and poverty was therefore useless. Both of
these attacks were ably and articulately
confronted by those holding Christian views
of charity.

Another and more subtle assault on this
consensus was to have a more devastating
impact. A new strain of liberalism (referred
to. as "Social Universalism" by Olasky),
combining theological liberalism and politi
cal socialism, gained a strong following
among the nation's intellectual and literary
elite. Theologically, its adherents substi
tuted the notion ofGod's love for all, for the
notion of God's love for his people. Instead
of emphasizing charity to individuals, the
new emphasis (similar to Greeley's) was on
aiding the masses through improvement of
their environment. The religiously distinc
tive principles of traditional charities were
also muted or removed. This new charitable
outlook found expression in the" settlement
house" movement of the 1890s (of which
Jane Addams' Hull House in Chicago was
the flagship). According to Olasky, this
movement would become the inspiration for
governmental social work programs of the
1930s and the community action programs
of the 1960s. Along with these develop
ments, a new discipline, sociology, was
emerging, which would leave its strong
imprint on twentieth-century work among
the poor. In general, these movements
looked to the government as the proper
agency to bring about the needed social
changes and reforms.

These new currents of thought affected
the charitable system in important ways.
Professionals, rather than volunteers,
would now tend to dominate. The roles of
non-professionals would be reduced to that
of fund-raising or giving money. This would
bring an increasing social separation be
tween donor and recipient. The old com-



passion (the idea of suffering with the poor)
was gone. With the coming of the Great
Depression of the 1930s, the private chari
table system was overwhelmed, and in
stepped the government in the person of
FDR and his New Deal.

The advent of the New Deal marked a
definitive shift in the federal government's
role in respect to society's needy. The
cultural ethos of the work ethic, however,
remained strong in America. This made it
difficult for political leaders to act in terms
of direct charitable relief. New Deal pro
grams, therefore, often emphasized their
temporary nature, or involved efforts to pay
workers for actual work done (e.g., the
Works Progress Administration). At the
same time, New Deal leaders reiterated
their support for the old work ethic. Their
pronouncements notwithstanding, a subtle
change in public attitudes toward personal
responsibility and rugged individualism was
taking place.

As late as the 1960s, the cultural bias
against welfare still remained, 110t only
among its administrators but also among its
recipients. It was left to LBJ's Great Society
to breach this cultural wall. Personnel be
longing to, or in some way affiliated with, its
Office of Economic Opportunity as well as
the private National Welfare Rights Orga
nization radicalized the poor so as to de
mand their full rights or entitlements. The
welfare mentality among the poor became
firmly implanted, and the number of welfare
recipients ballooned.

Olasky's chapter on "The Seven Marks of
Compassion" constitutes the heart of his
study and of his critique. Seven basic ideas
motivated the charity workers of a century
ago: affiliation, that is keeping the individ
ual's family, religious, or community ties
strong so as to strengthen his sense of
belonging; bonding, or developing a close
personal relationship between the charity
volunteer and the recipient, in order to coax
and encourage the latter to self-sufficient
status; categorization, or assigning individ
uals to different categories of need (e.g., the
need for continuous relief, relief on a tem
porary basis, aid in a job search, or just
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designating someone as unfit for reliefdue to
unwillingness to work); along with this went
discernment, the willingness to separate
worthy objects of charity from fraudulent
ones; seeking the goal of long-term employ
ment of all able-bodied heads of household
so as to instill self-sufficiency and responsi
bility in the individual; placing emphasis on
freedom, or the ability to work without
governmental restrictions so as to improve
one's lot in life over a period of time; finally,
recognizing the relationship of the person to
God, since men and women had spiritual as
well as physical needs.

The presence of these principles gave
traditional charities their great strength.
Conversely, their absence in contemporary
charity does so much to explain the spiritual
and moral poverty of American compassion
and its tragic social consequences: the de
cline in upward mobility of the poor; the
weakened state of private charity; and the
disintegrating state of marriage. These prin
ciples, Olasky contends, need to be re
inserted and reintegrated into programs to
aid the poor.

Olasky has set forth his case compellingly
and clearly. One hopes that this book will
act as a catalyst in bringing about a thorough
discussion of the issues involved so that
the needs of the poor can be properly
addressed. []

Mr. Bazikian is a free-lance writer from Wee
hawken, New Jersey.

Failure and Progress: The Bright Side
of the Dismal Science

by Dwight R. Lee and
Richard B. McKenzie
Cato Institute. 1993 • 180 pages. $19.95
cloth; $10.95 paperback

Reviewed by William H. Peterson

T homas Robert Malthus prophesied fail
ure for mankind and so did much to

inflict the invective of "the dismal science"
on economics. In his 1798 Essay on the
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Principle of Population, Malthus held sex
ual appetite would constantly tend to propel
population beyond production, setting in
motion the triumph of abject scarcity: sub
sistence wages, disease, malnutrition, star
vation, famine, death, and other unpleasant
checks on population growth and rising
living standards.

Dwight Lee, the Bernard B. and Eugenia
A. Ramsey Professor of Private Enterprise
at the University of Georgia, and Richard
McKenzie, the Walter B. Gerken Professor
of Enterprise and Society at the University
of California-Irvine, reject such Malthusian
doom and gloom. They hail capitalism as a
vehicle for constructive change, as a means
of bringing about, in the words of Joseph
Schumpeter, "creative destruction."

Still, they accept the Malthusian idea of
the reality of scarcity, limits, and opportu
nity costs. Manjust can't do everything and
have everything. Scarcity forces him to
choose, and in choosing to make mistakes
but thereby to learn, to forge ahead. Choice
helps explain why Malthus was wrong.

Lee and McKenzie point out that man is
a lot more than a biological organism
worker, eater, baby-maker. Man thinks, and
that's precisely what separates him from
all other species. He can choose family
size. He can choose to save, invest, invent.
He can choose to forgo present consump
tion, create capital, engage in division of
labor, trade goods with his fellow man,
and accordingly accelerate production and
technology.

To be sure, that acceleration involves
some inevitable failures-mistakes. Progress
is a kind ofprocess of two steps forward and
one step back. Lee and McKenzie note, for
example, how the automobile inflicted fail
ure on the investors and workers in the once
vast horse-and-buggy industry. Even within
an industry the pattern of progress and
failure holds. The authors cite the brilliance
of Nucor Steel in setting up nonunion mini
mills that have given old-line giants USX,

Bethlehem, and Inland Steel a run for their
money. Similarly Apple Computer started
PC manufacture in a gqrage to challenge
giant IBM, NCR, and Digital Equipment,
with Apple itself becoming today an $8
billion giant.

Failure is part of a bigger picture, advise
the authors, conceding that the conse
quences of competition can result in pain
that strikes many as cruel, harsh, and un
acceptable. Lee and McKenzie cite Henry
Hazlitt's famous one lesson that the major
source of error in economic understanding
comes from the tendency "to concentrate
on ... short-run effects on special groups
and to ignore ... the long-term effects on
the community as a whole."

So the authors see virtue in economic
failure and failure in "political virtue."
They write: "The biggest threat to the
success of the market economy is not the
self-correcting failures imposed by market
competition, but the self-perpetuating fail
ures imposed by political competition for
government protection against the disci
pline of the marketplace."

That protection helps explain the coun
terproductivity ofgovernment tariffs, indus
trial policy, and welfare programs. Of our
rising welfare underclass, Lee and McKen
zie note that food stamps cost $13.5 billion
against an initial prograln of $40 million in
1965. The Aid to Families with Dependent
Children budget was $17.8 billion in 1986
compared with $1.7 billion in 1965. In this
same period the annual cost of housing
assistance to the poor surged to $13.3 billion
from $300 million. Apparently Uncle Sam
can support whatever size of the underclass
he can afford.

1 wonder what Parson Malthus, were he
alive today, would think of widespread and
persistent government failure. D
Dr. Peterson, adjunct scholar at the Heritage
Foundation and former Lundy Professor at
Campbell University, is working on a book on
political economy.
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