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George Washington hailed Paine the pam
phleteer for helping to forge the American
Revolution.

Later on, Alexander Hamilton, John Jay,
and James Madison, under the nom de
plume of Publius, wrote 85 papers seriatim
of The Federalist, 1787-1788, mostly aimed
at the people of New York State so as to win
ratification of the U.s. Constitution as laid
down in Philadelphia in 1787.

More periodicals, The Liberator, 1831
1866, flowed from the pen of abolitionist
William Lloyd Garrison. He favored moral
suasion over violence or political involve
ment. He helped organize the Anti-Slavery
Society and was long its president. He
opposed the Civil War until the Emancipa
tion Proclamation. He ceased publication of
The Liberator with the passage of the 13th
Amendment barring involuntary servitude.

But a sort of involuntary servitude still
persists in America and accounts for the rise
of FEE. For example, Washington-based
Americans for Tax Reform, led by Grover
Norquist, says that the typical American
enjoys personal freedom beginning on July
9th when he or she will have paid for the cost
of taxes and regulation imposed by govern
ment. The Norquist calculation may suggest
that today' s American is more than half
slave.

In the second half of its century, with
public opinion continuing to rule the roost as
it has for millennia, FEE carries on its fight
to shape that opinion for better ends and
means by continuing to promote Leonard
Read's boundless optimism and Freedom
Philosophy.

-WILLIAM H. PETERSON
Guest Editor

The May 1996 issue of The Freeman
will be a celebration of 50 years of
FEE-and 40 years of The Freeman.

PERSPECTIVE

In An Ideal America

Every person should be free

· . . to pursue his ambition to the full extent
ofhis abilities, regardless ofrace or creed or
family background.

· . . to associate with whom he pleases for
any reason he pleases, even if someone else
thinks it's a stupid reason.

· .. to worship God in his own way, even if
it isn't "orthodox."

· . . to choose his own trade and to apply for
any job he wants-and to quit his job if he
doesn't like it or if he gets a better offer.

· . . to go into business for himself, be his
own boss, and set his own hours of work
even if it's only three hours a week.

· .. to use his honestly acquired property or
savings in his own way- spend it foolishly,
invest it wisely, or even give it away.

· . . to offer his services or products for sale
on his own terms, even if he loses money on
the deal.

· .. to buy or not to buy any service or
product offered for sale, even if the refusal
displeases the seller.

· . . to disagree with any other person, even
when the majority is on the side of the other
person.

· . . to study and learn whatever strikes his
fancy, as long as it seems to him worth the
cost and effort of studying and learning it.

· . . to do as he pleases in general, as long as
he doesn't infringe the equal right and op
portunity of every other person to do as he
pleases.

-LEONARD E. READ, 1898-1983
Founding President ofFEE
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FEE Classic Reprint

The America We Lost

by Mario A. Pei

W hen I first came to America in 1908, I
learned a new meaning of the word

"liberty"-freedom from government.
I did not learn a new meaning for

,'democracy. " The European country from
which I came, Italy, was at that time as
"democratic" as America. It was a consti
tutional monarchy, with a parliament, free
and frequent elections, lots of political par
ties, and plenty of freedom of religion,
speech, press, and assembly.

But my native country was government
ridden. A vast bureaucracy held it in its
countless tentacles. Regardless of the party
or coalition ofparties that might be in power
at the moment, the government was every
where. Wherever one looked, one saw signs
of the ever-present government-in the uni
forms of numberless royal, rural, and mu
nicipal policemen, soldiers, officers, gold
braided functionaries ofall sorts. You could
not take a step without government inter
vention.

Many industries and businesses were gov
ernment-owned and government-run-rail
roads, telegraphs, salt, and tobacco among
them. No agreement, however trivial, was
legal unless written on government-stamped
paper. If you stepped out of the city into the
country and came back with a ham, a loafof
bread, or a bottle of wine, you had to stop

Mario Pei, now deceased, was Professor of
Romance Philology at Columbia University.

This essay appeared in the Saturday Evening
Post ofMay 31, 1952, and was republished by the
Foundation later that year.

at the internal-revenue barriers and pay duty
to the government, and so did the farmers
who brought in the city's food supply every
morning. No business could be started or
run without the official sanction ofa hundred
bureaucrats.

Young people did not dream of going into
business for themselves; they dreamed of a
modest but safe government job where they
would have tenure, security, and a pitiful
pension at the end of their plodding careers.
There was grinding taxation to support the
many government functions and the innu
merable public servants. Everybody hated
the government-not just the party in
power, but the government itself. They had
even coined a phrase, "It's pouring-thief
of a government!" as though even the evils
of nature were the government's fault. Yet,
I repeat, the country was democratically
run, with all the trappings of a many-party
system and all the freedoms of which we in
America boast today.

Freedom from Government
America in those days made you open

your lungs wide and inhale great gulps of
freedom-laden air, for here was one addi
tional freedom-freedom from government.

The government was conspicuous by its
very absence. There were no men in uni
form, save occasional cops and firemen, no
visible bureaucrats, no stifling restrictions,
no government monopolies. It was wonder
ful to get used to the American system: To
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learn that a contract was valid if written on
the side of a house; that you could move not
only from the city to the country but from
state to state and never be asked what your
business was or whether you had anything
to declare; that you could open and conduct
your own business, provided it was a legit
imate one, without government interfer
ence; that you could go from one end of the
year to the other and never have contact
with the national government, save for the
cheery postman who delivered your mail
with a speed and efficiency unknown today;
that there were no national taxes, save
hidden excises and import duties that you
did not even know you paid.

In that horse-and-buggy America, if you
made an honest dollar, you could pocket it
or spend it without having to figure what
portion of it you owed the government or
what possible deductions you could allege
against that government's claims. You did
not have to keep books and records of every
bit of income and expenditure or run the risk
ofbeing called a liar and a cheat by someone
in authority.

Above all, the national ideal was not the
obscure security of a government job, but
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the boundless opportunity that all Ameri
cans seemed to consider their birthright.
Those same Americans loved their govern
ment then. It was there to help, protect, and
defend them, not to restrict, befuddle, and
harass them. At the same time, they did not
look to the government for a livelihood or
for special privileges and handouts. They
were independent men in the full sense of
the word.

Foreign-born citizens have been watching
with alarm the gradual Europeanization of
America over the past twenty years. They
have seen the growth of the familiar Euro
pean-style government octopus, along with
the vanishing of the American spirit of
freedom and opportunity and its replace
ment by a breathless search for "security"
that is doomed to defeat in advance in a
world where nothing, not even life itself, is
secure.

Far more than the native-born, they are in
a position to make comparisons. They see
that America is fast becoming a nineteenth
century-model European country. They are
asked to believe that this is progress. But
they know from bitter experience that it just
isn't so. D

Recent Issues of

THEFREEMAN
for Classroom Use

H ere!s your chance to introduce students to The Freeman at
little cost to you or your school. We are offering cartons of
back issues of The Freeman for the modest charge of $10.00

per carton (within the United States) to help defray our shipping
and handling charges. Each carton contains over 100 copies.
Payment must accompany order.
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Fallacies of Uncritical
Multiculturalism

by Tibor R. Machan

Some of the trends in our country are new
only if you have very little knowledge of

human history. Such is the case with the
current multiculturalism craze on our col
lege and university campuses.

The idea is that no culture is better than
any other, so it is only fair for us to pay heed
to them all. As a consequence, there is now
much agitation around the country for drop
ping the emphasis on the Great Books, since
these were written mostly by Europeans.
Instead, various campuses are requiring that
their students encounter writings from all
cultures. Well, not really all, since cultures
are almost as numerous as people, at least
over time. Also, who knows all the cultures
that exist now-or even what exactly de
fines a unified culture. (Should we include
the Cosa Nostra? How about the Nazis?)

Now multiculturalism may seem innocent
enough, mainly because we tend to think of
cultural differences largely in terms of food,
dress, music, dance, and customs. And this
kind of multiculturalism has always been
part of American society. In 1798 a young
man, J. M. Holley, wrote to his brother that
"the diversity ofdress , manners, & customs
is greater in America, than in any other
country in the world, the reason of which, is
very obvious. It is considered as a country
where people enjoy liberty and indepen-

Dr. Machan teaches Philosophy at Auburn Uni
versity, Alabama.

dence; ofcourse, persons from almost every
nation in the world, come here as to an
assylum from oppression; Each brings with
him prejudices in favor of the habits of his
own countrymen. . . ." (Quoted in "End
paper," New York Times, November 5,
1995, p. 46.)

While diversity is pervasive in a free
society, when it comes to such differences
as religious practices, political regimes,
forms of jurisprudence, types of marriages,
and so forth, one cannot be so uncritical of
multiculturalism. In some countries crimi
nals are punished so severely that it is
simply intolerable for any society that rec
ognizes individual rights and prizes human
decency. Women in certain places are so
subservient to men that even to suggest
some changes meets with violent rebuffs.
Such treatment cannot be dismissed as
merely a cultural difference-it does vio
lence to anyone's essential humanity,
whether so recognized or not. In many
cultures throughout the world children are
beaten and tortured in the name of disci
pline, a practice that would be child abuse in
our society. Again, this cultural difference is
far from benign.

Interestingly, just at a time when so many
people are concerned about other people's
sensibilities-so that how we talk about
various people is virtually mandated-we
also insist that all sorts of different cultures
be honored for their various ways of think-

134



ing and talking. Yet, ifwe really honored the
way some cultures talk about others, we
would have to tolerate contradictory prac
tices. We would at once allow insults to fly,
but demand that everyone speak with equal
respect about everyone else. The simple fact
is that in some cultures it is perfectly ac
ceptable to insult members of other cul
tures. I know for a fact that in many Euro
pean and Asian cultures people openly and
unhesitatingly debase and deride members
of other cultures simply for being different.

Consider, also, how many people in the
academic world urge us to honor Native
Americans or Indians. Yet, do they realize
that there were many different groups of
aboriginal people on this continent, not all of
them deserving of admiration? Not all Na
tive Americans were equally peaceful and
gentle, quite the contrary.

Even Mrican-Americans could not sensi
bly defend all the practices of their ances
tors, some of whom actually spurred on the
black slave trade.

The demand for fairness to all cultures is
predicated on a misunderstanding, namely,
that cultures consist mainly of benign char
acteristics, nothing mean and nasty. Once
we admit that different cultures may exhibit
various degrees of evil, not simply benign
dissimilarities, it immediately becomes per
fectly justified to ask which, on the whole,
exhibit the best characteristics. This is not
an easy thing to deal with, since what is
"best" is itself often unthinkingly deter
mined from within a culture. Few people
take the time and trouble to consider more
stable and universal standards than those
they have picked up in their own cultures.

Yet, the very points multiculturalists are
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stressing, namely, practicing fairness and
paying careful attention, are not embraced
everywhere. In certain parts of India people
do not give a hoot about fairness and toler
ance but proceed to kill anyone who defies
local custom. Tolerance of diversity is rare
even in Western Europe, outside of the
major cosmopolitan cities.

One reason why in most of our universi
ties we have stressed the tradition of the
Great Books, focusing, for example, on the
works of Greek, European, and British
philosophers, is that these thinkers have
grappled hard with just the issues that even
multiculturalists find irresistible. What is
truth? What is justice? What is art? What is
knowledge? What is nature? What is God?
What is liberty, equality, or order? What is
law? What are rights?

Many other cultures, however, have
tended to focus their concerns much more
narrowly. And the result has been that they
remained a tad parochial. In such cultures
any suggestion of multiculturalism would
meet with ridicule-not even a gesture of
consideration would be forthcoming.

So, while it is informative and even cour
teous to open one's mind to what other
people across the world are thinking and
doing, it is by no means a forgone conclusion
that all these are of equal merit. The very
fact that multiculturalism has made its in
roads in our culture suggests that ours is
indeed something of a special culture, even
if its problems are evident as well.

Multiculturalists tend to intimidate us
with their suggestion that we are being
unfair. Yet, in what other culture would they
be able to make such a suggestion, to be care
fully listened to, and peacefully debated? D
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The Rise of Government and
the Decline of Morality

by James A. Dorn

Government and Morality

T he growth ofgovernment has politicized
life and weakened the nation's moral

fabric. Government intervention-in the
economy, in the community, and in soci
ety-has increased the payofffrom political
action and reduced the scope of private
action. People have become more depen
dent on the State and have sacrificed free
dom for a false sense of security.

The most obvious signs of moral decay in
America are the prevalence of out-of
wedlock births, the breakup of families, the
failure of public education, and the eruption
ofcriminal activity. But there are other signs
as well: the decline in civility, the lack of
integrity in both public and private life, and
the growth of litigation as the chief way to
settle disputes.

One cannot blame government for all of
society's ills, but there is no doubt that
economic and social legislation over the past
50 years has had a negative impact on virtue.
Individuals lose their moral bearing when
they are not held accountable for their
actions. The internal moral compass that
normally guides individual behavior will no
longer function when the State undermines

Mr. Dorn is vice presidentforacademic affairs at
the Cato Institute and director ofCato's Project
on Civil Society. This essay is based on his
Chautauqua Institution lecture in 1995.

incentives for moral conduct and blurs the
distinction between right and wrong.

More government spending is not the
answer to our social, economic, or cultural
problems. The task is not to reinvent gov
ernment or to give politics meaning; the task
is to limit government and revitalize civil
society. Government meddling will only
make matters worse.

If we want to help the disadvantaged, we
do not do so by making poverty pay, by
restricting markets, by prohibiting school
choice, by discouraging thrift, or by sending
the message that the principal· function of
government is to take care ofus. Rather, we
do so by eliminating social engineering and
welfare, by cultivating free markets, and by
returning to our moral heritage.

Early Twentieth-Century
Virtue: Lessons from the
Immigrants

At the turn of the century, there was no
welfare state. Family and social bonds were
strong, and civil society flourished in nu
merous fraternal and religious organiza
tions. Total government spending was less
than 10 percent of GNP and the federal
government's powers were narrowly lim
ited.

Immigrants were faced with material pov
erty, true, but they were not wretched.
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There was a certain moral order in everyday
life, which began in the home·and spread to
the outside community. Baltimore's Polish
immigrants provide a good example. Like
other immigrants, they arrived with virtu
ally nothing except the desire to work hard
and to live in a free country. Their ethos of
liberty and responsibility is evident in a 1907
housing report describing the Polish com
munity in Fells Point:

A remembered Saturday evening inspec
tion of five apartments in a house [on]
Thames Street, with their whitened floors
and shining cook stoves, with the dishes
gleaming on the neatly ordered shelves,
the piles of clean clothing laid out for
Sunday, and the general atmosphere of
preparation for the Sabbath, suggested
standards that would not have disgraced a
Puritan housekeeper.

Yet, according to the report, a typical
Polish home consisted "of a crowded one
or two-room apartment, occupied by six or
eight people, and located two floors above
the common water supply."

Even though wages were low, Polish
Americans sacrificed to save and pooled
their resources to help each other by found
ing building and loan associations, as Linda
Shopes noted in The Baltimore Book. By
1929, 60 percent of Polish families were
homeowners-without any government as
sistance.

Today, after more than 50 years of the
welfare state, and after spending $5 trillion
on anti-poverty programs since the mid
1960s, Baltimore and other American cities
are struggling for survival. Self-reliance has
given way to dependence and a loss of
respect for persons and property.

The inner-city landscape is cluttered with
crime-infested public housing and public
schools that are mostly dreadful, dangerous,
and amoral-where one learns more about
survival than virtue. And the way to survive
is not to take responsibility for one's own
life and family, but to vote for politicians
who have the power to keep the welfare
checks rolling. Dysfunctional behavior now
seems almost normal as people are shot
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daily and the vast majority of inner-city
births are to unwed mothers receiving Aid to
Families with Dependent Children. In addi
tion to the moral decay, high tax rates and
regulatory overkill have driven businesses
and taxpayers out of the city and slowed
economic development. It's not a pretty
picture.

In sum, the growth ofgovernment and the
rise of the "transfer society" have under
mined the work ethic and substituted an
ethos of dependence for an ethos of liberty
and responsibility. Virtue and civil society
have suffered in the process, as has eco
nomic welfare.

The Role of Government:
Con8icting Visions

Market-Liberal Vision. From a classical
liberal perspective, the primary functions of
government are to secure "the blessings of
liberty" and "establish justice"-not by
mandating outcomes, but by setting mini
mum standards of just conduct and leaving
individuals free to pursue their own values
within the law. The "sum of good govern
ment," wrote Jefferson, is to "restrain men
from injuring one another, " to "leave them
. . . free to regulate their own pursuits of
industry and improvement," and to "not
take from the mouth of labor the bread it has
earned."

The Jeffersonian philosophy of good gov
ernment was widely shared in nineteenth
century America. Indeed, Jeffersonian de
mocracy became embodied in what John
O'Sullivan, editor ofthe United States Mag
azine and Democratic Review, called the
"voluntary principle" or the "principle of
freedom." In 1837, O'Sullivan wrote,

The best government is that which gov
erns least. ... [Government] should be
confined to the administration of justice,
for the protection of the natural equal
rights of the citizen, and the preservation
of the social order. In all other respects,
the voluntary principle, the principle of
freedom ... affords the true golden rule.
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During the nineteenth century, most
Americans took it for granted that the fed
eral government had no constitutional au
thority to engage in public charity (i. e., to
legislate forced transfers to help some indi
viduals at the expense of others). It was
generally understood that the powers of the
federal government were delegated, enu
merated, and therefore limited, and that
there was no explicit authority for the wel
fare state. In 1794, Madison expressed the
commonly held view of the welfare state: "I
cannot undertake to lay my ,finger on that
article of the Constitution which grant[s] a
right to Congress ofexpending, on objects of
benevolence, the money of their constitu
ents." From a classical-liberal or market
liberal perspective, then, the role of govern
ment is not to "do good at taxpayers'
expense," but "to prevent harm" by estab
lishing rules ofjust conduct and a rule of law.

The general welfare clause (art. 1, sec. 8)
of the U.S. Constitution cannot be used to
justify the welfare state. That clause simply
states that the federal government, in exer
cising its enumerated powers, should exer
cise them to "promote the general welfare,"
not to promote particular interests. The
clause was never meant to be an open
invitation to expand government far beyond
its primary role of night watchman.

"With respect to the words 'general wel
fare,'" wrote Madison, "I have always
regarded them as qualified by the detail of
powers connected with them. To take them
in a literal and unlimited sense would be a
metamorphosis of the Constitution into a
character which there is a host ofproofs was
not contemplated by its creators."

Yet, what Madison feared happened-as
his vision of government was overtaken by
the views of people who sought to use
government, not to prevent harm, but to
"do good" at taxpayers' expense.

Modern Liberal Vision. The transforma
tion of the Framers' constitutional vision
began with the Progressive Era, accelerated
with the New Deal, and mushroomed with
the Great Society's War on Poverty, which
created new entitlements and enshrined

welfare rights. Today, more than half the
federal budget is spent on entitlements, and
social welfare spending is 14 percent of GNP.

During the transition from limited govern
ment to the welfare state, freedom has come
to mean freedom from responsibility. Such
freedom, however, is not true freedom but
a form of tyranny, which creates moral and
social chaos.

The modern liberal's vision of govern
ment is based on a twisted understanding of
rights and justice-an understanding that
clashes with the principle of freedom inher
ent in the higher law of the Constitution.
Welfare rights or entitlements are "imper
fect rights" or pseudo-rights; they cannot be
exercised without violating what legal schol
ars call the "perfect right" to private prop
erty. Rights to welfare-whether to food
stamps, public housing, or medical care
create a legal obligation to help others. In
contrast, the right' to property, understood
in the Lockean sense, merely obligates in
dividuals to refrain from taking what is not
theirs-namely, the life, liberty, or estate of
another.

For the modem liberal, justice refers to
distributive justice or social justice. But
"social justice" is a vague term, subject to
all sorts of abuse if made the goal of public
policy. Indeed, when the role ofgovernment
is to do good with other people's money,
there is no end to the mischief government
can cause.

Many Americans seem to have lost sight
of the idea that the role ofgovernment is not
to instill values, but to protect rights that are
consistent with a society offree and respon
sible individuals. We have a right to pursue
happiness, but there can be no legal guar
antee that we will obtain it without depriving
others of their liberty and their property.

When democracy becomes unlimited, the
power of government becomes unlimited,
and there is no end to the demands on the
public purse. Democracy then becomes
crude majoritarianism in which the "win
ners" are allowed to impose their will and
vision of the "good society" on everyone
else. In such a system politics becomes a
fight of all against all, like the Hobbesian
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jungle, and nearly everyone is a net loser as
taxes rise, deficits soar, and economic
growth slows.

Bankruptcy of the
Welfare State

Most voters recognize that the welfare
state is inefficient and that there is a built-in
incentive to perpetuate poverty. It should be
common sense that when government prom
ises something for nothing, demand will
grow and so will the welfare state. Indeed,
total government spending on social welfare
is now over $1 trillion per year. Yet only $1
of every $6 of social welfare spending goes
to families with less than poverty-level in
comes. For all the money spent on fighting
poverty since 1965, about $5 trillion, the
official poverty rate has remained roughly
the same, about 14 percent. Government
waste, however, is only part of the problem;
the welfare state is also intellectually, mor
ally, and constitutionally bankrupt.

Intellectually Bankrupt. It is intellectually
bankrupt because increasing the scope of
market exchange, not aid, is the only viable
way to alleviate poverty. The best way to
help the poor is not by redistributing income
but by generating economic growth. Pov
erty rates fell more before the War on
Poverty when economic growth was higher.

The failure ofCommunism shows that any
attenuation of private property rights weak
ens markets and reduces choice. Individual
welfare is lowered as a result. The welfare
state has attenuated private property rights
and weakened the informal rules ofmanners
and morals that make life worthwhile. Real
growth has slowed as a result. From 1889
through 1919, real growth averaged 4 per
cent per year while government consumed
10 percent ofGNP. From 1973 through 1992,
however, real growth averaged only 2.3
percent while government consumed 36 per
cent of GNP.

Morally Bankrupt. In addition to being
inefficient and intellectually bankrupt, the
welfare state is morally bankrupt. In a free

society, people are entitled to what they
own, not to what others own. Yet, under the
pretense of morality, politicians and advo
cacy groups have made the "right to wel
fare" the accepted dogma of a new state
religion, in which politicians are the high
priests and self-proclaimed "benefactors"
of humanity.

But "the emperor has no clothes": poli
ticians pretend to "do good," but they do so
with other people's money. Politicians put
on their moral garb, but there is really
nothing there. Government benevolence, in
reality, is a naked taking. Public charity is
forced charity, or what the great French
liberal Frederic Bastiat called "legal plun
der"; it is not a virtue but a vice.

Constitutionally Bankrupt. The welfare
state is also constitutionally bankrupt; it has
no basis in the Framers' Constitution of
liberty. By changing the role of government
from a limited one ofprotecting persons and
property to an unlimited one of achieving
"social justice," Congress, the courts, and
the president have broken their oaths to
uphold the Constitution.

In contrast, Congressman Davy Crockett,
who was elected in 1827, told his colleagues,
"We have the right, as individuals, to give
away as much of our own money as we
please in charity; but as members of Con
gress we have no right to appropriate a
dollar of the public money."

What Should Be Done?
Polls show that three of four Americans

distrust government and that more young
people believe in UFOs than in the future of
Social Security. Those sentiments express a
growing skepticism about the modern liberal
state. What should be done?

First, and foremost, we need to expose
the intellectual, constitutional, and moral
bankruptcy of the welfare state. We need to
change the way we think about government
and restore an ethos of liberty and respon
sibility. The political process can then begin
changing the direction of government and
rolling back the welfare state.
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America has a great future, but that future
is endangered by a federal government that
has become bloated and unable to perform
even its rudimentary functions. The col
lapse of Communism and the failure of
socialism should have been warning enough
that it is time to change direction.

It is time to get government out of the
business of charity and to let private virtue,
responsibility, and benevolence grow along
with civil society-just as they did more
than 150 years ago when Alexis de Tocque
ville, in his great study of Democracy in
America, wrote:

When an American asks for the cooper
ation of his fellow citizens it is seldom
refused, and I have often seen it afforded
spontaneously and with great good will.
. . . If some great and sudden calamity
befalls a family, the purses of a thousand
strangers are at once willingly opened,
and small but numerous donations pour in
to relieve their distress.

Welfare reform is in the air, but the
elimination of the welfare state is still con
sidered heresy by most politicians. They
consider themselves "benefactors," albeit
with other people's money. Yet the role of
government is not to legislate morality-an
impossible and dangerous goal-or even to
,'empower people"; the role of government
is to allow people the freedom to grow into
responsible citizens and to exercise their
inalienable rights.

During the past 50 years, the welfare state
has divorced freedom from responsibility
and created a false sense of morality. Good
intentions have led to bad policy. The moral
state of the union can be improved by
following two simple rules: "Do no harm"
and "do good at your own expense. " Those
rules are perfectly consistent in the private
moral universe. It is only when the second
rule is replaced by "Do good at the expense
of others" that social harmony turns into
chaos as interest groups compete at the pub
lic trough for society's scarce resources. D

The power of one.
"There is really nothing that can be done except by an individual.

Only'individuals can learn.
Only individuals can think creatively.
Only individuals can cooperate.
Only individuals can combat statism."

-LEONARD E. READ

founder of FEE

And only your individual help can make The Freeman grow! Enter
or extend your own subscription, and take advantage of our special
gift rates for friends, neighbors, or business associates. Do it today!

Call (800) 452-3518 for details.
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The Guaranteed Life

by Maxwell Anderson

, 'Agovernment is a group of men or-
ganized to sell protection to the

inhabitants of a limited area at monopolistic
prices. " So said Peter Stuyvesant in Knick
erbocker Holiday, and so I believe now. In
other words there's no such thing as a
"good" government; one and all they par
take of the nature of rackets. But govern
ment is better than anarchy, and was in
vented as insurance against anarchy. And
some kinds of government are far better
than others. Specifically, our American ex
periment has worked so well that we can
point to it as one of the most successful in
the history of the world, if not the most
successful.

In Knickerbocker Holiday I tried to re
mind the audience of the attitude toward
government which was prevalent in this
country at the time of the revolution of 1776
and throughout the early years of the repub
lic. At that time it was generally believed, as
I believe now, that the gravest and most
constant danger to a man's life, liberty, and
happiness is the government under which he
lives.

It was believed then that a civilization is
a balance of selfish interests, and that a
government is necessary as an arbiter
among these interests, but that the govern-

Maxwell Anderson (1888-1959) was a noted
American playwright.

This essay was first written as a preface to his
Knickerbocker Holiday in 1938. It was rewritten
in 1950 and published as a FEE "In Brief'
pamphlet.

ment must never be trusted, must be con
stantly watched, and must be drastically
limited in its scope, because it, too, is a
selfish interest and will automatically be
come a monopoly in crime and devour the
civilization over which it presides unless
there are definite and positive checks on its
activities.

The Constitution is a monument to our
forefathers' distrust of the State, and the
division of powers among the legislative,
judicial, and executive branches succeeded
so well for more than a century in keeping
the sovereign authority in its place that our
government has become widely regarded as
a naturally wise and benevolent institution,
capable of assuming the whole burden of
social and economic justice. But there was
nothing natural or accidental about it. Our
government has done so well because of the
wary thinking that went into its making.

A Selfish Interest
The thinking behind our Constitution was

dominated by such men as Franklin and
Jefferson, men with a high regard for the
rights of the individual, combined with a
cold and realistic attitude toward the bless
ings of central authority. Knowing that gov
ernment is a selfish interest, they treated it
as such, and asked of it no more than a
selfish interest can give.

But the coddled young reformer of our
day, looking out on his world, finding merit
often unrewarded and chicanery trium-
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phant, throws prudence to the winds and
grasps blindly at any weapon which seems
to him likely to destroy the purse-proud
haves and scatter their belongings among
the deserving have-nots. Now he is right in
believing that the accumulation of too much
wealth and power in a few hands is a danger
to his civilization and his liberty. But when
the weapon he finds is economic planning,
and when the law he enacts sets up bureaus
to run the nation's business, he is fighting a
lesser evil by accepting a greater and more
deadly one, and he should be aware of that
fact.

Monopolistic Prices
A government is always "organized to

sell protection to the inhabitants of a limited
area at monopolistic prices. " The members
ofa government are not only in business, but
in a business which is in continual danger of
lapsing into pure gangsterism, pure terror
ism and plundering, buttered over at the top
by a hypocritical pretense at patriotic un
selfishness. The continent of Europe has
seen too many such governments lately, and
our own government is rapidly assuming
economic and social responsibilities which
take us in the same direction.

Whatever the motives behind a govern
ment-dominated economy, it can have but
one result, a loss of individual liberty in
thought, speech, and action. A guaranteed
life is not free. Social security is a step
toward the abrogation of the individual and
his absorption into that robot which he has
invented to serve him-the paternal state.

When I have said this to some of the
youthful proponents of guaranteed exis
tence, I have been met with the argument
that men must live, and that when the
economic machinery breaks down, men
must be cared for lest they starve or revolt.
This is quite true, and nobody is opposed to
helping his fellow man. But the greatest
enemies of democracy, the most violent
reactionaries, are those who have lost faith
in the capacity of a free people to manage
their own affairs and wish to set up the
government as a political and social guard-

ian, running their business and making their
decisions for them. This is statism, or Stalin
ism, no matter who advocates it, and it's
plain treason to freedom.

Ward of the State
And life is infinitely less important than

freedom. A free man has a value to himself
and perhaps to his time; a ward of the state
is useless to himself-useful only as so
many foot-pounds of energy serving those
who manage to set themselves above him. A
people which has lost its freedom might
better be dead, for it has no importance in
the scheme of things except as an evil power
behind a dictator. In our hearts we all
despise the man who wishes the state to take
care of him, who would not rather live
meagerly as he pleases than suffer a fat and
regimented existence. Those who are not
willing to sacrifice their lives for their liberty
have never been worth saving. Throughout
remembered time every self-respecting man
has been willing to defend his liberty with his
life.

If our country goes totalitarian out of a
soft-headed humanitarian impulse to make
life easy for the many, we shall get what we
vote for and what we deserve, for the choice
is still before us, but we shall have betrayed
the race of men, and among them the very
have-nots whom we subsidize. Our Western
continent still has the opportunity to resist
the government-led rush ofbarbarism which
is taking Europe back toward Attila, but we
can only do it by running our government,
and by refusing to let it run us.

If the millions of workingmen in this
country who are patiently paying their So
cial Security dues could glimpse the bureau
cratic absolutism which that act presages for
themselves and their children they would
repudiate the whole monstrous and dishon
est business overnight. When a government
takes over a people's economic life it be
comes absolute, and when it has become
absolute it destroys the arts, the minds, the
liberties, and the meaning of the people it
governs. It is not an accident that Germany,
the first paternalistic state of modem Eu-





Ideas and Consequences

My Kind of President

by Lawrence W. Reed

Whenhistoriansareaskedto gradethe
men who have servedas America's

presidents,they usuallygive high marksto
the so-called"activist" ones-thosewho
expandedthe frontiers of the centralgov
ernment,pushedtaxesandspendinghigher,
and left a mark on the countryby foisting
vast new bureaucracieson future genera
tions.

I preferactivistpresidents,too, thoughof
adifferentvariety.I givehighmarksto those
presidentswho actively sought to uphold
theConstitution,andwhoworkedto expand
thefrontiersoffreedom.I'll takeapresident
who leavesus alone over one who can't
keephishandsoutofotherpeople'spockets
any day of the week. Honesty, frugality,
candor,anda love for liberty arepremium
qualitiesin my kind of president.

The onemanamongpost-warpresidents
(post-Civil War, that is) who exemplified
thosequalitiesbestwasGroverCleveland,
whoremainstheonly maneverto servetwo
nonconsecutivetermsin the White House.
This monthmarksthe 159thanniversaryof
his birth in Caldwell, New Jersey.

When Grover Cleveland was elected
mayorofBuffalo in 1881,few peopleoutside
ofwesternNewYork hadeverheardofhim.
A yearlater,hewaselectedGovernorof the
state.Two yearsafter that, in 1884,Amer-

LawrenceW. Reed,economistand author, is
Presidentof The Mackinac Centerfor Public
Policy, a free marketresearchand educational
organizationheadquarteredin Midland, Michi
gan.

icansmadehim their 22ndpresident.They
did it again in 1892. In his Pulitzer·Prize
winning biography Grover Cleveland: A
Studyin Courage,Allan Nevins described
the traits that explain sucha meteoricpo
litical career:

In GroverClevelandthe greatnesslies
in typical rather than unusual quali
ties. . . . He possessedhonesty, cour
age, firmness, independence,and com
mon sense.But he possessedthem in a
degreethat othersdid not. His honesty
wasof the undeviatingtype which never
compromisedan inch; his couragewas
immense,rugged,unconquerable;his in
dependencewas elemental and self
assertive.... Under stormsthat would
havebentany manof lesserstrengthhe
ploughedstraight forward, neverflinch
ing, always following the path that his
conscienceapprovedto the end.

Clevelandsaidwhathe meantandmeant
what he said. He did not lust for political
office andneverfelt hehadto cutcornersor
equivocateor connive in order to get
elected.A manwho knew wherehe stood,
he was so forthright andplain-spokenthat
hemakesHarry Trumanseemlike an inde
cisive warnerby comparison.

Cleveland took a firm stand against a
nascentwelfare state. Frequentwarnings
againstthe redistributivenatureof govern
mentwerecharacteristicof his tenure.He
regardedas a "seriousdanger" the notion
thatgovernmentshoulddispensefavorsand
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advantagesto individuals or their busi
nesses.

In vetoinga bill in 1887that would have
appropriateda mere $10,000 in aid for
drought-strickenTexasfarmers,Cleveland
notedthat "thoughthe peoplesupportthe
Government,the Governmentshould not
supportthepeople." Forreliefofcitizensin
misfortune,thepresidentfelt it wasimpor
tant to rely upon "the friendliness and
charity of our countrymen."

That veto was one of many. In fact,
Clevelandin his first term refusedto sign
twice as many bills as did all previous21
presidentscombined.Most of those bills
were nothing more than cynical attempts
by somebodyto get somethingfrom some
body elseby theforce of thegovernment's
gun.

He struck down one river or harborim
provementbill after another.Disdainful of
pork barrelpolitics, he felt that thosewho
would use and gain from such projects
shouldpay for them.

Clevelandbrokewith the commonprac
tic,e of presidents'bloating the federalbu
reaucracywith their cronies. As the first
Democratto win the White House since
JamesBuchananin 1856,he wasexpected
by manyin his party to passout the plush
governmentjobstheylongedfor. But those
who longed for patronageunderestimated
Cleveland'scommitment to good, clean,
andlimited government.He maintainedthe
highest standards,making appointments
when necessaryand then, only of those
whose characterand qualifications were
beyondreproach.

Close political advisers strongly urged
Clevelandin 1887to avoidpushingfor lower
tariffs until after the following year'selec
tion. Too risky, they told him. But the
president'smind wasmadeup andin char
acteristicfashionhesaidso. "I did notwish
to be re-electedwithout having the people
understandjustwhereI stood. . . andthen
spring the questionon them after my re
election," he later declared.He rightly ar
gued that tariffs stifle competition, raise
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prices,andviolate the people'sfreedomto
patronizethe sellersof their choice.

Onthematterofasoundcurrency,Cleve
landstoodfirm asamountain.It was,in fact,
the paramountissue of his secondterm.
Debtorfarmers,silvermining interests,and
inflationist quacks-duringthe terms of
other presidents-had securedpassageof
laws thatbelchedout depreciatedsilver cur
rencyandballoonedthenation'spapermoney
supply. With the country'sfinancial system
reeling from Congress'smonetarymisman
agement,Clevelanddefendedthe gold stan
dardasa matterof honestyandintegrity.

Even in foreign policy, Cleveland'sin
stinctswereprincipledandsound.Hewasa
noninterventionistwho thought that other
nationsshouldkeepto their own legitimate
businesstoo. He invokedtheMonroeDoc
trine and suppressedGreatBritain's terri
torial ambitionsin this hemisphere,partic
ularly its phony claims againstVenezuela.
He canceledPresidentHarrison'sproposal
to the Senatefor annexingHawaii, arguing
that America had no right to acquire the
islands by engineeringthe overthrow of
QueenLiliuokalani.

GroverClevelandwasn'tperfect.Under
theillusion thatreasonableregulationwould
undotheharmthatrailroadshaddonewith
the subsidiesand privileges that previous
administrationshad given them, he signed
into law the bill that createdthe Interstate
CommerceCommission.He did not antici
pate the anti-competitive force the ICC
eventuallybecame.

Clevelandwasalsopersuadedto takean
obscurebureaufrom within thegovernment
and make it the new Departmentof Agri
culturein his first term. In his secondterm,
however,hewhackedawayatits budgetand
canceledprogramsthatbestowedfreeseeds
andotherhandoutson farmers.

This yearmarksthe onehundredthanni
versaryof GroverCleveland'slastfull year
in office. As Americansprepareto choose
anotherpresident,they would do well to
ponder the reasonswhy their ancestors
pickedthis onetwice. 0
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America'sOtherDemocracy

by William H. Peterson

L eonardReadusedto tell the story of a
shopperin a crowdeddepartmentstore

during the Christmasrush. After buying
somegifts, sheforgesher way to the gift
wrapcounter,telling theclerkhowjammed
thestoreis. "Yes," saystheclerk, "it's our
bestday so far." Then the shopperwalks
over to the post office to mail her gift
packages,againremarkingto a clerkon the
crowd in the postoffice. "Yes," muttered
the clerk, "it's our worst day so far."

The Read story ties into the partisan
fracas over the federal budget, a fracas
betweenthosewho would "reinvent" gov
ernmentandthosewho would "disinvent"
it. Initially, the disinventorswould elimi
nate the U.S. Commerce, Energy, and
EducationDepartmentsandsome300 pro
grams, including funding for the National
Endowmentfor the Arts and the Corpora
tion for Public Broadcasting.Down would
go a big chunkof government.

Reinventorsshaketheir headsand ask:
Butwhat,if anything,takestheplaceof that
chunk?

The answer,it seemsto me, swings on
perceivingandre-evaluatingwhatamounts
to America'sseconddemocracy.This is a
largelyundiscernedsectorundertherule of
law which in important respectsis larger
thanthe first.

Dr. Peterson, Heritage Foundation adjunct
scholar,is DistinguishedLundyProfessorEmer
itus ofBusinessPhilosophyat CampbellUniver
sity in North Carolina, and author of a forth
comingbook, Peterson'sLaw: Why Things Go
Wrong, from which this article is drawn.

Think aboutit: There'sadominion within
our dominion that works without pork,
taxes,political parties,bureaucraticchica
nery,andgovernmentwaste.Whatis more,
this seconddemocracy,while hardly per
fection,is strictly voluntary,self-regulating,
anda lot more moral thanthe first democ
racy. On thecritical mattersof consentand
participation, this seconddemocracyalso
wins handsdown.

Well, where is this unsungShangri-La
wherethepeoplethemselvescommandand
control, direct and managea slew of hier
archiesof authority?

It's all around,underyour nose,as near
asyour telephonefrom which you cancall
a doctor or plumber, or order a pizza or
airline tickets.This democracyis the com
mon-if unrealized and unappreciated
marketplace.Indeed,it's thewholeprivate
sector.

Consider.In America'sfirst democracy
104 million votes were cast in the last
Presidentialelection.In the seconddemoc
racy,billions of votesarecastdaily to make
phonecallsor watchTV or payrentor use
someothermarketfacility suchasa bank,
restaurant,gas station,motel, newspaper,
coin laundry, supermarket,brokerageof
fice, country club, corner bar, and now
interactive TV or the modernized PC.
Throughout,dollarsareballots.

The Miracle of the Market
Notethateverydayis ElectionDayin the

marketplace,thatit is basedonfreechoice,
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that it regulatesitself with high pricesen
couragingsupplyanddiscouragingdemand,
with low prices discouragingsupply and
encouragingdemand.Freepricesthusever
adjustto newconditions,erasingshortages
andsurplusesastheydevelop-unheardof
in the first democracy.

This is theordinaryextraordinarymarket
whichNobelLaureateF. A. Hayekcalleda
"marvel." Marvelousto beholdfor its in
herentdynamicsandgrowth. SaidThomas
Painein hisRightsofMan in 1791:"Society
performsfor itself almosteverythingwhich
is ascribedto government."

Note too that in marketplacedemocracy
every producer-candidateis held strictly
accountable,thatherunsscaredall thetime,
that he daily tries to scorewith a better
productat lesscostfor the sovereigncon
sumer-sovereignbecauseof his life-or
deathpowerof thepurse.(Importantly,the
sovereignconsumerincludesthe business
consumer.)

Indeed,theconsumeris king or queen,an
absolutemonarchruling this seconddomin
ion with aniron hand.Orderingthis. Order
ing that. Literally. Even lethally. Your
mother (or grandmotheror great-grand
mother,dependingon your age)did in the
icemanin the 1920sand 1930s.How? She
and millions of her cohortsswitchedtheir
votes-andboughtrefrigerators,andtoday
the icemancomethno longer.

Reinventorscomplain about America's
inequalityofwealth.But theydon'tmention
how this wealth is put to work for all
Americans-andat risk. As Ludwig Mises
saysin HumanAction: "Ownershipof the
meansofproductionis notaprivilege,buta
socialliability."

Mises explains that savers, investors,
landowners,andall otherownersof wealth
arepromptedby self-interestto placetheir
propertyat the highestpossibleadvantage
to theconsumers.If thecapitalistsareslow
or ineptin advantagingtheconsumers,they
incur losses.And if they don't mendtheir
ways, they lose their wealth. Among cor
porategiantswholostmarket shareandhad
to play catch-Up: IBM, GeneralMotors,
Sears,Xerox.
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Too, with the marketplaceinvariably
basedon individual consent,it reflectsso
cial cooperationandpeacefuldealingeven
with local tensions.Hindus and Muslims,
for example,tradewith eachother-thatis,
vote for each other-in Calcutta, as do
CatholicsandProtestantsin Belfast,Arabs
andJewsin Jerusalem,blacksandwhitesin
Johannesburg.

In a similar vein, saysa wise old IBM
slogan: "World PeaceThrough World
Trade." Indeed.,So sip your tea from Sri
Lanka,drive your carwith gasolinerefined
from oil from Kuwait, eat a bananafrom
Ecuador,enjoyyourwinefrom France,your
camerafrom Japan,yourfurniturefrom Fin
land, your cocoafrom the Ivory Coast.Mil
lions of peoplewho are strangershelp each
other,cooperatewith eachother,dependon
eachother.Whatworld leaderhasachieved
such remarkablyharmoniousdomesticand
internationalcollaborationacrosstheglobe?

To be sure, governmentis essentialto
safeguardlife, liberty, and property-oth
erwisewe'd plunge into anarchy.But the
coreproblemof the last66 yearsof hyper
active, interventionistgovernmentreaches
beyonddeficit spendingandheavyinflation;
it is this:

Expansionof thefirst democracymeans
diminutionofthe second-theshrinkageof
freedomandfree enterprise.

Yet the Father-Knows-Beststate
stretchesfrom the Davis-BaconAct to So
cial Security, from Medicareto the Envi
ronmental Protection Agency, from the
FederalDeposit InsuranceCorporationto
the Fair Labor StandardsAct to the pro
gressiveincometax, to thousandsof other
stateinterventions,all highly politicized,all
impedingsocialcooperation.

Theseinterventionsareat oddswith the
Mises conceptof market-driveneconomic
calculation whose lack befuddles state
plannersand regulators.This lack is the
Achilles' heelof socialismandintervention
ism. Nonetheless,stateinterventionsper
sist, boomerang,make things worse, set
backtheseconddemocracyanda key prin
ciple of a free society-consentby the
individual. D
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Inequalityof Wealth
andIncomes

by Ludwig von Mises

The market economy-capitalism-is
basedon privateownershipof the ma

terial meansof productionand private en
trepreneurship. Theconsumers,by their
buying or abstentionfrom buying, ulti
matelydeterminewhatshouldbeproduced
and in what quantity and quality. They
renderprofitable the affairs of thosebusi
nessmenwhobestcomplywith theirwishes
andunprofitabletheaffairsof thosewho do
not producewhat they are askingfor most
urgently. Profits conveycontrol of the fac
tors of productioninto the handsof those
who areemployingthemfor the bestpossi
ble satisfactionof the mosturgentneedsof
the consumers,and losseswithdraw them
from the controlof the inefficient business
men.In amarketeconomynotsabotagedby
thegovernmentthe ownersof propertyare
mandatariesof theconsumersasit were.On
the market a daily repeatedplebiscitede
termineswho should own what and how
much. It is the consumerswho makesome
peoplerich andotherpeoplepenniless.

Inequality of wealth and incomesis an
essentialfeatureof the marketeconomy.It
is the implementthatmakestheconsumers

ProfessorMises(1881-1973),oneo/thecentury's
pre-eminenteconomicthinkers, was academic
adviserto TheFoundation/orEconomicEduca
tion from 1946until his death.

This article first appearedin the May 1955
issueo/Ideason Liberty, publishedby FEE.

supremein giving themthe powerto force
all thoseengagedin productionto comply
with theirorders.It forcesall thoseengaged
in productionto the utmostexertionin the
serviceof the consumers.It makescompe
tition work. He who best servesthe con
sumersprofitsmostandaccumulatesriches.

In a societyof the type that Adam Fer
guson,Saint-Simon,and Herbert Spencer
called militaristic and present-dayAmeri
cans call feudal, private property of land
was the fruit of violent usurpationor of
donationson the part of the conquering
warlord. Somepeopleownedmore, some
lessandsomenothingbecausethechieftain
haddeterminedit thatway. In suchasociety
it was correctto assertthat the abundance
of the great landownerswas the corollary
of the indigenceof the landless.

But it is different in a marketeconomy.
Bignessin businessdoes not impair, but
improvesthe conditionsof the rest of the
people.The millionairesareacquiringtheir
fortunesin supplyingthemanywith articles
that werepreviouslybeyondtheir reach.If
laws hadpreventedthemfrom gettingrich,
the average American householdwould
have to forgo many of the gadgetsand
facilities that are today its normal equip
ment.This countryenjoysthehigheststan
dardof living everknownin historybecause
for severalgenerationsno attemptswere
madetoward "equalization" and"redistri-
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bution." Inequalityofwealthandincomesis
thecauseof themasses'well-being,not the
causeof anybody'sdistress.Wherethereis
a "lower degreeof inequality," there is
necessarilya lowerstandardof living of the
masses.

Demand for "Distribution"
In theopinionof thedemagoguesinequal

ity in what they call the "distribution" of
wealthandincomesis in itself the worst of
all evils. Justice would require an equal
distribution. It is thereforeboth fair and
expedientto confiscatethe surplusof the
rich or at leasta considerablepartof it and
to give it to those who own less. This
philosophytacitly presupposesthat sucha
policy will not impair the total quantity
produced.But evenif this were true, the
amountaddedto the averageman'sbuying
powerwould be muchsmallerthanextrav
agantpopularillusions assume.In fact the
luxury of the rich absorbsonly a slight
fraction of the nation'stotal consumption.

The muchgreaterpart of the rich men's
incomesis not spentfor consumption,but
savedandinvested.It is preciselythis that
accountsfor theaccumulationof theirgreat
fortunes.If the funds which the successful
businessmenwould have ploughed back
into productiveemploymentsare usedby
thestatefor currentexpenditureor givento
peoplewho consumethem, the further ac
cumulation of capital is slowed down or
entirelystopped.Thenthereis nolongerany
questionof economicimprovement,tech
nological progress, and a trend toward
higheraveragestandardsof living.

WhenMarx andEngelsin theCommunist
Manifestorecommended"aheavyprogres
sive or graduatedincometax" and "aboli
tion of all right of inheritance" asmeasures
"to wrest, by degrees,all capitalfrom the
bourgeoisie," theywereconsistentfrom the
point of view of the ultimateend theywere
aimingat, viz., thesubstitutionof socialism
for the marketeconomy.They were fully
aware of the inevitable consequencesof
thesepolicies. They openly declaredthat
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thesemeasuresare "economicallyuntena
ble" and that they advocatedthem only
because"they necessitatefurther inroads"
upon the capitalist social order and are
"unavoidableas ameansof entirely revo
lutionizingthemodeofproduction," i.e.,as
a meansof bringingaboutsocialism.

But it is quiteadifferentthingwhenthese
measureswhich Marx and Engelscharac
terized as "economically untenable" are
recommendedby peoplewho pretendthat
theywant to preservethe marketeconomy
and economicfreedom. These self-styled
middle-of-the-roadpoliticians are either
hypocriteswho want to bring aboutsocial
ismby deceivingthe peopleabouttheir real
intentions,or theyareignoramuseswho do
not know what they aretalking about.For
progressivetaxesupon incomesand upon
estatesareincompatiblewith the preserva
tion of the marketeconomy.

The middle-of-the-road manarguesthis
way: "There is no reasonwhy a business
man shouldslackenin the bestconductof
his affairs only becausehe knows that his
profitswill notenrichhim butwill benefitall
people.Evenif heis notanaltruistwhodoes
not carefor lucre andwho unselfishlytoils
for thecommonweal,hewill havenomotive
to prefera lessefficient performanceof his
activities to a more efficient. It is not true
thattheonly incentivethat impelsthegreat
captainsofindustryis acquisitiveness.They
areno lessdriven by the ambitionto bring
their productsto perfection."

Supremacyof the Consumers
This argumentationentirely missesthe

point. What mattersis not the behaviorof
theentrepreneursbut the supremacyof the
consumers.We maytakeit for grantedthat
the businessmenwill be eagerto servethe
consumersto thebestof theirabilitieseven
if theythemselvesdo notderiveanyadvan
tagefrom their zeal and application.They
will accomplish what according to their
opinionbestservestheconsumers.But then
it will no longer be the consumersthat
determinewhat they get. Theywill haveto
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take what the businessmenbelieveis best
for them. The entrepreneurs,not the con
sumers,will thenbesupreme.Theconsum
erswill no longerhavethe powerto entrust
control of production to those business
menwhoseproductsthey like mostandto
relegatethosewhoseproductsthey appre
ciate lessto a more modestpositionin the
system.

If the presentAmericanlaws concerning
the taxationof the profits of corporations,
the incomesof individualsandinheritances
hadbeenintroducedaboutsixty yearsago,
all thosenewproductswhoseconsumption
has raised the standardof living of the
"commonman" would either not be pro
ducedatall oronly in smallquantitiesfor the
benefitof a minority. The Fordenterprises
would not exist if Henry Ford'sprofits had
beentaxedawayassoonastheycameinto
being.Thebusinessstructureof 1895would
havebeenpreserved.The accumulationof
new capital would haveceasedor at least
sloweddown considerably.The expansion
of production would lag behind the in
creaseof population.There is no needto
expatiateabouttheeffectsof sucha stateof
affairs.

Profit andlosstell the entrepreneurwhat
theconsumersareaskingfor mosturgently.
And only theprofits theentrepreneurpock
etsenablehim to adjusthis activitiesto the
demandof the consumers.If theprofits are
expropriated,heis preventedfrom comply
ing with thedirectivesgivenby theconsum
ers.Thenthemarketeconomyis deprivedof
its steeringwheel. It becomesa senseless
jumble.

Peoplecanconsumeonly what hasbeen
produced.The greatproblemof our ageis
preciselythis: Who shoulddeterminewhat
is tobeproducedandconsumed,thepeople
or theState,theconsumersthemselvesor a
paternalgovernment?If onedecidesin fa
vor of the consumers,one choosesthe
marketeconomy.If onedecidesin favor of
the government,one choosessocialism.
Thereis no third solution. The determina
tionofthepurposefor whicheachunitofthe
various factors of productionis to be em
ployedcannotbe divided.

Demand for Equalization
Thesupremacyof theconsumersconsists

in their power to handover control of the
materialfactorsof productionand thereby
theconductofproductionactivitiesto those
who servethem in the mostefficient way.
This implies inequality of wealth and in
comes.If one wants to do away with in
equality of wealth and incomes,one must
abandoncapitalism and adopt socialism.
(Thequestionwhetherany socialistsystem
would really give incomeequalitymustbe
left to an analysisof socialism.)

But, say the middle-of-the-roadenthusi
asts,we do not want to abolishinequality
altogether.We wantmerely to substitutea
lower degree of inequality for a higher
degree.

These people look upon inequality as
upon an evil. They do not assertthat a
definite degreeof inequality which can be
exactly determinedby a judgmentfree of
anyarbitrarinessandpersonalevaluationis
goodandhasto be preserveduncondition
ally. They,onthecontrary,declareinequal
ity in itself asbadandmerelycontendthat
a lower degreeof it is a lesserevil than a
higherdegreein the samesensein which a
smallerquantityof poisonin a man'sbody
is a lesserevil thana largerdose.But if this
is so,thenthereis logically in theirdoctrine
no point at which the endeavors toward
equalizationwould haveto stop.

Whetheronehasalreadyreachedadegree
of inequalitywhich is to be consideredlow
enoughandbeyondwhichit is notnecessary
to embarkupon further measurestoward
equalization,is just a matter of personal
judgmentsofvalue,quitearbitrary,different
with different peopleand changingin the
passingof time. As these championsof
equalizationappraiseconfiscationand"re
distribution" as a policy harming only a
minority, viz., thosewhomtheyconsiderto
be "too" rich, andbenefitingthe rest-the
majority-of the people, they cannotop
poseanytenableargumentto thosewhoare
askingfor moreof this allegedlybeneficial
policy. As long asany degreeof inequality
is left, there will always be peoplewhom
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envy impels to pressfor a continuationof
the equalizationpolicy. Nothing can be
advancedagainsttheirinference:If inequal
ity of wealthandincomesis anevil, thereis
no reasonto acquiescein any degreeof it,
however low; equalizationmust not stop
beforeit hascompletelyleveledall individ
uals' wealthandincomes.

The history of the taxationof profits,
incomesandestatesin all countriesclearly
showsthatoncetheprincipleofequalization
is adopted,there is no point at which the
furtherprogressofthepolicyofequalization
canbechecked.If, at thetime theSixteenth
Amendmentwas adopted,somebodyhad
predictedthat someyearslater the income
taxprogressionwouldreachtheheightit has
really attainedin our day, the advocatesof
the Amendmentwould have called him a
lunatic. It is certain that only a small mi
nority in Congresswill seriously oppose
further sharpeningof the progressiveele
mentin the taxrate scalesif sucha sharp
eningshouldbe suggestedby the Adminis
tration or by a congressmananxious to

Backin print!

enhancehis chancesfor re-election.For,
underthe sway of the doctrinestaughtby
contemporarypseudo-economists,all but a
few reasonablemen believe that they are
injured by the mere fact that their own
incomeis smallerthanthatof otherpeople
andthat it is not a badpolicy to confiscate
this difference.

Thereis no usein fooling ourselves.Our
presenttaxationpolicy is headedtowarda
complete equalizationof wealth and in
comesand therebytoward socialism.This
trendcanbereversedonly by thecognition
of the role that profit and loss and the
resultinginequalityof wealth and incomes
play in the operationof the marketecon
omy. Peoplemustlearnthat the accumula
tion of wealthby the successfulconductof
businessis thecorollaryoftheimprovement
of their own standardof living and vice
versa. They must realize that bignessin
businessis not an evil, but both the cause
andeffect of the fact that they themselves
enjoy all thoseamenities,whoseenjoyment
is calledthe"Americanway of life." D
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THEFREEMAN
IDEAS ON UBERTY

Competition and Cooperation

by DonaldJ. BoudreauxandHugh Macaulay

Free-market competition is often de
scribedas"cutthroat"and"wasteful."

"Dog-eat-dog" rivalries are fueled by
"greedyself-interests"operatingaccording
to "thelawofthejungle" in which"survival
of the fittest" is the only rule. In contrast,
governmentregulationis said to have the
potentialto promotegenuinecooperationin
which citizens "pull together" to advance
thecommongood.On therhetoricalbattle
field, "competition"is toooftenout-gunned
by "cooperation."

But thosewho deplorefree-marketcom
petition simply do not understandit. Com
petitive marketsexcel at promotingcoop
eration. Indeed, to succeedin the market
requiresgreatcooperativeskills.

Adam Smith describedhow a person
buying a wool coatgainshis comfort as a
result of the willing cooperativeefforts of
manyworkersin widely variedactivities
from raising sheepto spinningyarn to re
tailing. Every wool coatrequiresthat very
large numbersof people coordinatetheir
efforts-cooperate-inproductionanddis
tribution. Perhapsmorefamously,Leonard
Readtold of thepencil-anapparentlysim
ple device whoseexistencewould be im
possiblewithout the cooperationof count
lesspeopleandfirms from aroundtheglobe.

Still, privatefirms selling coatsandpen
cils are describedas competitive, not as
cooperative.And so they are in a genuine
sense.Eachfirm, eachproducer,competes

Drs. BoudreauxandMacaulayarefaculty mem
bersat ClemsonUniversity.

for the advantageof satisfying consumer
demands.But thesefirms areno lesscoop
erative. A mistake made by those who
condemncompetitive capitalism is to as
sumethat competitionandcooperationare
two alternativemeansof achieving some
end.Alternativestheyarenot. Competition
and cooperationare not only complemen
tary humanrelationships-eachis an un
avoidablereality of humansociety.A mark
of a peacefulandprosperoussocietyis that
bothcompetitionandcooperationarechan
neledinto their appropriaterealms.

The Principal Realm of
Each Activity

A symphonyorchestrais an unequaled
example of cooperation,yet competition
hasa role to play evenin orchestras.Dif
ferent musicianscompetefor eachseatin
the orchestra,just as different conductors
competeto bemaestro.Moreover,different
orchestrascompetefor theprivilegeofmak
ing recordingswith prestigiousrecording
studios.Footballandbaseballteamsparallel
orchestrasin theserespects:differentplay
ers competefor slots on the team, and
different teamscompeteagainsteachother
for the championship.And although less
obvious,the productionof steel,the oper
ation of a departmentstore,and the publi
cationof a magazineall involve both coop
erationand competition. Competitionand
cooperationare unavoidablein humanso
ciety.

Competitionis inseparablefrom scarcity.
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Scarcityexistswhenthereis not enoughof
somegood to provide consumerswith all
theywouldtakeif it werefree.It follows that
we mustfind someway to decidewho gets
howmuchofanyscarcegood.Theaccepted
way in a free societyis to allow thosewho
want a particular good-say,a bushel of
apples-tobid for it. The bushelof apples
will thengo to the personwho voluntarily
sacrifices the greatestquantity of other
goodsin exchangefor the apples.We call
suchbiddingcompetition,butnotethatsuch
competitiondiffers fundamentallyfrom an
otherkind of "competition" that could be
usedto allocatetheapples-physicalterror:
he gets the appleswho beatsup all others
who want the apples.

Capitalism'scritics insist that there is a
cooperativeway to allocateresources.Peo
ple can meet togetherand agreewho gets
what. Early Americancolonistsin James
townandPlymouthinitially triedto avoidall
competitionandallocatedresourcesexclu
sively by cooperative,collective decision.
Theresultwasstarvation.Wheneachsettler
realizedthathis food entitlementwasinde
pendentof theamountofwork heputin, too
manysettlerschosenot to cooperatein the
community's productive efforts. In both
colonies,thespecterofstarvationforcedthe
abandonmentofthesecollectivistplans,and
output thenexpanded.!

Similarly, the Marxist plan for distribu
tion is a wonderfully cooperative,anddet
rimental, scheme.If needsare the basis
uponwhich goodsareallocated,it will pay
each person to produce not goods but
"needs."It will paypeopleto movetoward
poverty, for only then will one'sneedsbe
maximized. Moreover, if others do not
readilyrecognizethese"needs," it will pay
thosein "need" to exerteffortsemphasizing
the genuinenessof their "needs." Such
cooperationonthisscorewouldproducenot
only universalpoverty-societywould be
awashin nothing but "needs"-butalso
hostility amongthosewho do not receive
what they believeto be their due. Suchan
outcomeis hardlya happyconsequencefor
a cooperativesociety.

Cooperationis appropriate,of course,
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whenthecoordinatedeffortsandknowledge
of manypeoplearenecessaryto producea
good-suchasAdam Smith'swool coator
LeonardRead'spencil. Peoplewho com
petedfor jobsnow find themselvescooper
atingwith othersto produceaproduct.This
cooperationtakes place not only among
fellow employeesbut among firms with
their customers,stockholders,creditors,
and with all mannerof suppliers. Sellers
cooperatewith buyersso that buyerswill
becomerepeatcustomers.Employersco
operatewith workers to improve worker
productivity. Customerscooperatewith
suppliersto ensurereliableserviceandqual
ity supplies.Cooperationis indeeda hall
mark of all economicactivity in a compet
itive market.

Socialists and so-called "communitari
ans" maybelievethattheirsystemsarefree
of competitionandmarkedonly by cooper
ation. Yet resourcesare scarcein planned
economiesno lessthanin capitalistecono
mies. At some level, competition will
emergeto allocatethesescarceresources.
In plannedeconomics,peoplewill compete
to occupypositionsof power.

Thesepower struggles,though perhaps
hiddenfrom sight, are undeniablycompet
itive. With morepowerconcentratedamong
the decision makers, losers may give up
morethanmeregoods.WhenStalindecided
how to allocateCrimeangrain in the early
1930s, approximately two million kulaks
lost their wheatandtheir lives.

The Good and the Bad
Not all varietiesof competitionare ben

eficial, just as not all varietiesof coopera
tion are desirable.Labor unionsare made
up of cooperatingworkers. To the extent
that unions securespecial-interestlegisla
tion, thewagesof workerscooperatingin a
unionareraisedat the expenseof consum
ers and of non-unionizedworkers. Simi
larly, businessesoften cooperatethrough
tradeassociationsthat lobby effectivelyfor
importrestrictions.Suchcooperationyields
benefitsfor thefew atthegreaterexpenseof
the many.
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Popularphrasesdescribingcompetition
werecitedat thebeginningof this essay.All
such phrasesare pejorative. And indeed,
competitioncan be bad. If the ownersof
GeneralMotors spreadnails on the roads
leading to Ford factories and dealerships,
thisis aform ofnoneconomiccompetition
anda mostundesirableform. GeneralMo
torsbenefitsnotonlyattheexpenseofFord,
but also at the expenseof consumersbe
causethenailson theroadeffectivelyelim
inate consumers'option of buying Fords.
But noticethat identicallyundesirablecon
sequencesoccurwhenGeneralMotorsand
Ford cooperatewith eachother to lobby
successfullyfor import restrictionson for
eignautomobiles.Tariffs hurtconsumersno
less than do nails on the road. Genuine
cutthroat competition occurs whenever
firms successfully lobby governmentfor
artificial "advantages"such as tariffs or
regulations that unnecessarilyburden ri
vals: consumersandforeign-producersare
harmedbygovernmentpanderingto interest
groups.Fewpeople,however,refer to tar
iffs, dumpinglaws,andcostlyregulationsas
examplesof cutthroatcompetitionor busi
nesscooperation.Instead,suchlegislation
is typically reveredasdesirablesocialpol
icy.

Thephrases"dog-eat-dog"and"survival
of the fittest" are harsh-soundingphrases,
and they vastly misrepresentcompetitive
activity within private-propertymarkets.In
competitive markets, firms do not attack
eachotherclaw andfang. Rather,firms do
battle by seeingwho can best serve the
customer.That is, in competitivemarkets,
firms competeby seeingwho canbestco
operatewith consumers.K-Mart andWal
Mart strive to offer consumersbetterdeals
becauseeachfirm knows that if it fails to
offer good deals,customerswill patronize
other, more responsivefirms. Both firms
survive as long as each cooperateswith
consumerseffectivelyenoughto earnprof-

its. To protectfirms from thecompetitionof
rival firms wouldbeto encourageprotected
firms tobelesscooperativewith consumers.

Of course, in any competitive industry
only the fittest firms do survive. In the
1930s, groceries were distributed mainly
by mom-and-popstores.Today,supermar
kets-eachof which carries on average
about50,000different kinds of products
have replacedthe mom-and-pops.Super
markets did not prey on mom-and-pop
storesascheetahspreyon gazelles.Super
marketsofferedconsumersa newshopping
choice. Consumersvoluntarily switched
their patronagefrom mom-and-popsto su
permarketsbecause,asjudgedby consum
ers, supermarketscooperatedbetter with
consumersthandid themom-and-pops.No
supermarketliterally killed mom or pop.
Someof thesesmall-storeowners retired
while othersmovedinto otherlinesofwork.
Today, the descendantsof the ownersof
mom-and-popsare surely better off than
they would have been had supermarkets
nevercomealong.

Conclusion
Competitionin the marketplaceis com

petitionamongcooperators.While thebest
cooperatorsin eachline of work "win" in
thesenseofearninggreaterprofitsthantheir
rivals, thesevictors do not literally destroy
rivals. Rivals unsuccessfulin one line of
work moveinto otherlines,wheretheyare
more likely to enjoya comparativeadvan
tage.Marketdiscipline,in combinationwith
the information conveyedin the form of
market prices, ensuresthat eachof us is
cooperatingwith as many otherpeopleas
possible,in the mosteffectivemannerpos
sible. Far from underminingcooperation,
the marketenhancescooperation. D

1. SeeRobertC. Ellickson,"Propertyin Land," YaleLaw
Journal, Vol. 102, April 1993,pp. 1315-1400.



FEE Classic Reprint

"From EachAccordingto
His Abilities . . ."

by ThomasJ. Shelly

A s a teacher,I found that the socialist
communistidea of taking "from each

accordingto his abilities," and giving "to
eachaccordingto his needs" wasgenerally
acceptedwithout question by most stu
dents.In an effort to explain the fallacy in
thistheory,I sometimestriedthisapproach:

When one of the brighter or harder
working studentsmadea gradeof 95 on a
test, I suggestedthat I takeaway20 points
andgive them to a studentwho had made
only 55 pointson his test.Thuseachwould
contributeaccordingto his abilities and
since both would have a passingmark
eachwould receiveaccordingto his needs.
Mter I juggled the gradesof all the other
students in this fashion, the result was
usually a "common ownership" grade of
between75 and 80-theminimum needed
for passing,or for survival. Then I specu
lated with the studentsas to the probable
results if I actually used the socialistic
theoryfor gradingpapers.

First, the highly productive students-

Thelate Mr. Shellywasa high schoolteacherin
Yonkers,New York.

This essay, first published in 1951 as HA
Lessonin Socialism," wasapopularFEEreprint
for manyyears.

andtheyarealwaysa minority in schoolas
well asin life-would soonloseall incentive
for producing.Why strive to makea high
grade if part of it is taken from you by
"authority" andgiven to someoneelse?

Second,the lessproductivestudents-a
majority in schoolaselsewhere-would,for
a time, berelievedof thenecessityto study
ortoproduce.Thissocialist-communistsys
temwouldcontinueuntil thehighproducers
hadsunk-orhadbeendrivendown-tothe
level of thelow producers.At thatpoint, in
orderfor anyoneto survive,the"authority"
would have no alternativebut to begin a
systemof compulsory labor and punish
ments against even the low producers.
They, of course,would thencomplainbit
terly, but without understanding.

Finally I returnedthe discussionto the
ideasof freedomandenterprise-themar
ket economy-whereeachpersonhasfree
domofchoiceandis responsiblefor hisown
decisionsandwelfare.

Gratifyingly enough,mostof my students
then understoodwhat I meantwhen I ex
plainedthatsocialism-evenin a democra
cy-wouldeventuallyresultin aliving death
for all exceptthe" authorities" andafew of
their favorite lackeys. D
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PotomacPrinciples

The Morality
of Freedom

Freedom. Presumablyevery reader of
TheFreemanis committedto this prin

ciple. But why? What goodis it?
After I endorseda federalbudget"train

wreck," arguingthatclosingdownthegov
ernmentwould help peopleappreciatethe
valueoffreedom,onecorrespondentchided
me: "What has freedom ever done for
African-Americans?" The questionis im
portant.Considerthe problemsof poverty
andcrime. Considerthe scourgeof slavery
and discrimination.Ofwhatrelevanceis our
abstractcommitmentto liberty?

Supportersof a free society sometimes
seemto drift off into cant, denouncingthe
"state"andupholding"individuals."They
use the word "liberty" like a talisman,
which they expectto mesmerizeeveryone.
Critics of collectivismhavelongfocusedon
economic analysis-inefficiency,lack of
cost-effectiveness,and wastehave all be
comebywords. And when the votes have
beencounted,they havelost.

This is not to saythatpracticalarguments
areirrelevant.Whetherapolicy works,and
at what cost, are critical questions.The
efficiencycasefor freedomis overwhelming.

But it is not the mostimportant,or most
convincing,argument.Advocatesofstatism
havelongunderstoodthis. Theyproposean
increasein theminimumwageto helpstrug
glingfamilies,nottoeliminateimperfections
in labor-managementnegotiations. They

Mr. Bandow is a Senior Fellow at the Cato
Instituteandthe authorofThePoliticsof Envy:
StatismasTheology(Transaction).

by Doug Handow

proposecorporateaveragefuel economy
(CAFE) standardsfor automakersto save
energyand the environment,not to make
cars more cost-efficient. They propose
safetyregulationsto savelives, not to en
sureaproperbalancingofcostsandbenefits
in manufacturing.Theyproposethewelfare
stateto assistthe poor and elderly, not to
standardizetheprovisionof socialservices.
In short,theyemphasizethemoralcasefor
intervention.

Against which practical argumentsusu
ally fail. I wantto ensurethatpoorfamilies
canfeedthemselvesandyouwantto protect
corporateprofits. I want to preservethe
environmentfor futuregenerationsandyou
want to let automakersmakemore money
selling gas-guzzlers.I want to protectchil
dren'slives andyou want to ensurelower
costproduction.I wantto savethehelpless
anddisadvantagedandyou want to cut the
deficit. There should be no surprise that
advocatesof a free society have so often
lost.

But we havemoralargumentstoo, stron
germoralargumentssincepolitical freedom
is, ultimately, basedon moral principle.
Ratherthandividing societybetweenruled
and rulers, we believe that all peopleare
truly equal. That humanbeings·really are
endowedby their creatorwith certain in
alienablerights. Thattheyhavethe right to
live their lives withoutoutsideinterference,
solong asthey respectthe rights of others.
Liberty goes to the core of the human
person,the right to live life with dignity,
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strive for success,build a family andcom
munity, worship God, and earn a living.
Without freedomnoneof theseis possible.

Of course, all of this sounds terribly
abstract.But thepracticalimplications,too,
areprofound,andcanstill be explainedin
moral terms. Considerthe questionposed
by my correspondent:what has freedom
donefor African-Americans?Let's turn it
around:whathasthe lack of freedomdone
for African-Americans?

Oneneedonly visit aninner-cityto seethe
horrendous consequencesof statism.
Whereto start?Everyonehasaright toform
a family and household.But look at the
impact of welfare, which has discouraged
family formation and encouragedfamily
break-up. Everyone should be able to
choosea safeandeffectiveschoolfor one's
children. The government'seducational
monopoly, however, has createdschools
which cannot even protect children from
violence, let alone teach them to read.
Everyone is entitled to walk the streets
without being robbed, assaulted,or mur
dered.Yet drugprohibition, by creatingan
artificial criminal market, has fueled an
epidemicof crime in urban America. Ev
eryoneshouldbe able to find ajob and get
on the economic ladder of opportunity.
Alas, governmentemploymentrestrictions,
like theminimumwage,occupationallicens
ing, andtheDavis-BaconAct, makeit hard
for African-Americansto getwork. And on
andon.

The vision of a free society, then, is a
profoundly moral one. It is a placewhere
poorchildrenareeducated.It is a placein
which poorwomenarenot trappedin pov
erty. It is aplacein whichpeopledonotdrop
to the floor when gunfights erupt outside
theirhouses.It is aplacein whichthosewith
politicalpowerdonotconstituteaprivileged
class.It is aplacein whichthephrase"equal
opportunity" hasreal meaning.

We needto communicatethat vision in
both Washingtonpolicy debatesand the
largerpolitical discourseof our nation.Ad
vocatesofafreesocietyhavebeenlearning,
andwe arewinning somebattlesbecauseof
it. Among these:

157

• Theminimumwage.Onceadvocatesof
freedombeganto emphasizethat the mini
mum wagedestroysjobs ratherthan, say,
contributesto inflation, they gainedmore
listeners.Evenreportersnow cite the neg
ative impact of the minimum on minority
unemployment.

• CAFE. Congressroutinely ignoredat
tacksonfederalfuel standardswhencritics
focusedon the cost to manufacturers.But
opponentsof CAFE havehadgreatersuc
cessafterpointingout thatCAFE, by forc
ing peopleinto smallercars,kills. Thepoint
is, whencarscrash,the smallerone,along
with its occupants,loses.

• Food and Drug Administration. After
the tragedy with thalidomide, Congress
tightenedFDA control over pharmaceuti
cals and no plea about the costs to U.S.
manufacturerscouldmoveit. But asdereg
ulatorshaveshownhowtheFDA is actually
killing peoplebydelayingproductionofnew
drugsanddevicesandinterferingwith trans
missionof medicalinformation,theFDA is
promisingto reform.

• Education.Public educationhas long
beenone of the strongestbulwarksof the
interventioniststate, impervious to over
whelmingevidenceof failure. But the rhet
oric of choice,especiallyfor the innercity,
hasbegunto divideliberalsconcernedabout
the interestsof teachers'unionsfrom those
concernedabout the future of disadvan
tagedkids.

• Welfare. Criticism of AFDC, Food
Stamps,andthelike onbudgetgroundslong
hadonly a limited effect. But the argument
thattherealcrisis is human-acatastrophe
in whichyoungboysaregrowingupwithout
fathers, becoming criminals, and being
jailed or gunneddown, andyounggirls are
permanentlywedding welfare and losing
their senseof dignity, worth, andopportu
nity-is nowacceptedevenby manyon the
Left.

Partof the lessonfrom thesecasesis to
appealto theemotionaswell astheintellect.
But it's morethanthat. As muchaspolicy
makerslike to criticize "ideologues,"they
basemanyof their actionson principle, on
what they think is right andwrong.
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So we needto convinceour fellow citi
zensthat not all policy outcomesareequal
in principle. Rather,therearemoral impli
cationsof taxing and spending,regulating
and intervening.To deny parentsa choice
on the educationof their children, to lock
disadvantagedkids in schoolswhere they
won't learnandaren'tsafe,is wrong, mor
ally wrong. Tobuttressunionwagesthrough
the minimum wage while throwing black
teensout of work is wrong, morally wrong.
To let governmentbureaucratsdenydying
patients accessto lifesaving products is

FEE Classic Reprint

wrong, morally wrong. In thesecasesfree
dom meansopportunity, career, and life
itself. Freedommatters.

It is unfortunatelyeasyfor liberty's de
fenders to eschewmoral arguments.The
temptationis particularly strongfor those
within the Beltway, sinceWashingtondis
couragesappealsto principle on behalfof
freedom.But thestrongestcasefor thefree
society is philosophical. In the end, we
aren't likely to win until we are able to
convinceour fellow citizensthat liberty is
morally right. D

LegalizedImmorality

by ClarenceManion

I t mustberememberedthat96 percentof
the peace,order,andwelfareexistingin

humansociety is always producedby the
conscientiouspracticeof person-to-person
justice and charity. When any part of this
importantdomainofpersonalvirtueis trans
ferredto government,thatpart is automat
ically releasedfrom the restraintsof moral
ity andput into the areaof conscienceless
coercion.The field of personalresponsibil
ity is thusreducedat the sametime andto
the same extent that the boundariesof
irresponsibilityareenlarged.

Governmentcannotmanagethesefields

The late Clarence Manion was Dean of the
CollegeofLaw, Notre DameUniversity.

"LegalizedImmorality," an excerptfrom his
1950 book, The Key to Peace, appeared in
Essayson Liberty, VolumeI (FEE, 1952).

ofhumanwelfarewith thejustice,economy,
and effectivenessthat are possible when
thesesamefields arethedirect responsibil
ity of morally sensitivehumanbeings.This
lossof justice,economy,andeffectiveness
is increasedin the proportion that such
governmental managementis central
ized....

Governmentcannotmakemengood;nei
ther can it make them prosperousand
happy. The evils in society are directly
traceableto the vices of individual human
beings.At its bestgovernmentmay simply
attackthesecondarymanifestationsofthese
vices. Their primary manifestationsare
foundin thepride,covetousness,lust,envy,
sloth,andplain incompetencyof individual
people.Whengovernmentgoesfar beyond
its limited role anddeploysits forcesalong



a broad,complicatedfront, undera unified
command,it invariablypropagatesthevery
evils that it is designedto reduce.

In the sweetnameof "humanwelfare"
sucha governmentbeginsto do thingsthat
would begravelyoffensiveif doneby indi
vidual citizens.Thegovernmentis urgedto
follow this course by people who con
sciouslyor subconsciouslyseekan imper
sonaloutlet for the "primaries" of human
weakness.An outlet in otherwords which
will enablethemto escapethemoralrespon
sibility thatwould be involved in their per
sonalcommissionof thesesins. As a con
venienceto this popular attitude we are
assuredthat "governmentshoulddofor the
peoplewhat thepeopleareunableto do for
themselves."This is an extremelydanger
ousdefinitionof thepurposeofgovernment.
It is radically different from the purpose
statedin the Declarationof Independence;
neverthelessit is now widely acceptedas
correct.

Here is one exampleof centralizedgov
ernmentaloperation: Paul wants some of
Peter'sproperty.For moralaswell aslegal
reasons,Paulis unablepersonallyto accom
plish this desire.Paul thereforepersuades
the governmentto tax Peter in order to
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provide funds with which the government
paysPaula "subsidy."Paulnow haswhat
he wanted.His conscienceis clearandhe
has proceeded"according to law." Who
couldaskfor more?-why,Paul,of course,
andat the very next opportunity.Thereis
nothingto stophim nowexcepttheeventual
exhaustionofPeter'sresources.

The fact that thereare millions of Pauls
and Petersinvolved in such transactions
doesnotchangetheiressentialandcommon
characteristic.The Paulshave simply en
gagedthegovernment"to do for them(the
people)thatwhich theyareunableto dofor
themselves." Had the Paulsdonethis indi
vidually anddirectly without thehelpof the
government,eachof themwouldhavebeen
subjectto fine and imprisonment.

Furthermore,95 percent of the Pauls
would haverefusedto do this job because
the moral conscienceof eachPaul would
have hurt him if he did. However, where
governmentdoes it for them, there is no
prosecutionandno pain in anybody'scon
science.This encouragesthe unfortunate
impressionthatbyusingtheballotinsteadof
ablackjackwemaytakewhateverweplease
to take from our neighbor'sstoreof rights
andimmunities. D

Light a fire for freedom!
Launcha FreemanSociety

DiscussionClub!

Jain the growingranksof Freeman readerswho havebecomepartof FEE'snet
work of FreemanSocietyDiscussionClubs. More than100clubshavebeen

organizedin the 30 statesand10 foreign countries.
Club membersreceivea numberof specialbenefits,includingdiscountson

FEE publicationsandinvitationsto specialFEE events.
For moreinformationaboutstartinga discussionclub, or joining a Freeman

Club thatmayalreadybemeetingin your area,write Felix R. Livingston,Vice
PresidentandDirectorof FreemanServices,2814HilsdaleHarborWay,
Jacksonville,FL 32216,or calli fax (904) 448-0105.
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Nullifying the Rule of Law

by Mark S. Pulliam

What do nineteenth-centuryanarchist
LysanderSpooner,1the O. J. legal

defenseteam,someelementsof the militia
movement,2the Los Angeles juries that
failed to convict the Menendezbrothersof
murderingtheir parentsand that acquitted
thebrutalassailantsofReginaldDenny,and
theactivistswhopromotetheideaof "fully
informedjuries"3 havein common?

They all symbolizethe notion thatjuries
canand shouldrefuseto heedthe instruc
tionsgiventhemby thetrialjudge,andthat
jurors shouldinsteadfollow their own con
sciencesand"nullify" thoseinstructionsby
doing what they personallyfeel is just.

Jury instructionsare the applicablelegal
rulescommunicatedto thejury by the trial
judge.In virtually everyjurisdiction,jurors
takeanoathatthebeginningof thecasethat
they will consideronly the evidencepre
sentedandtheinstructionsof thecourt.The
"instructions"are,therefore,laws that so
ciety has duly enactedthrough either the
legislativeprocessor thecommonlaw judi
cial process.In eitherevent,thelawsderive
legitimacy from our democratic political
traditions.

As citizens, we may not agreewith all
the laws on the books,but in a systemof
representativegovernmentwe are �~�o�u�n�d

to follow them.It is inherentin theconcept
of theStatethattherewill notbeunanimity
in all matters,but that the views of the
majority will prevail. This "coercion" or

Mr. Pulliam is an attorneyin privatepracticein
SanDiego.

"oppression"of thedissentingminority has
long perturbedanarchistphilosopherssuch
as the aforementionedSpooner,who ob
jected to the "social compact" rationale
for thestateaswell asthe institutionof the
jury.4 Jury-poweractivists sometimescite
Spooneras a proponentof "jury nullifi
cation," but he is bestknownfor his more
fundamentalobjectiontoconstitutionalgov
ernment.

On what basisdo advocatesof jury nul
lification attemptto justify the lawlessness
that ignoring the court's instructions en
tails?Advocatesadvancetwo principalex
planations,neitherof which is persuasive:
(1) civil disobedience,or the moral right or
obligationto resistenforcementofanunjust
law,5 and (2) populist oppositionto tyran
nical actions by an unresponsivegovern
ment.6 Let's considertheseexplanations.

Civil Disobedience
Civil disobedienceis a misnomerin the

contextof a seatedjuror refusingto follow
thelaw. Civil disobedience,properlyunder
stood, is resistanceto unjust government
actionasa last resort-whendisobedience
is theonly alternativeto becominga partic
ipantin anobjectionableact.Thiswill never
be thecasewith a seatedjuror. A potential
jurorwhoobje.ctedto servicecouldrefuseto
reportto courtor serveon ajury. A person
with a moral objectionto enforcinga par
ticular law (say, punishing a defendant
chargedwith privatedruguseorblockading
abortionclinics) could disclosethat objec-
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Looking Back

W henLeonardRead,a Chamberof
Commerceexecutivefrom Los
Angeles,setout to launchThe

Foundationfor EconomicEducationin
Marchof 1946,theworld wasfacing
tremendousproblemsof readjustmentand
recoveryfrom theupheavalsof World War
II. Thecountrywassufferingfrom persis
tent,ugly confrontationbetweenlaborand
management,from vacillatinggovernmen
tal policiesonpricecontrols,andincredi
ble food shortagesresultingfrom theprice
controlsovermeat,sugar,andcereaLFor
mostof theyeartheOffice of Price
Administration(OPA) wascontrolling
morethanfour-fifths of industrialproduc
tion throughits 68,000inspectorsand
agents.And thousandsof businessmen
werefacingcriminal chargesin thecourts
andpressfor havingviolatedOPA orders.

Socialismwasreigningsupremein all
partsof theworld. Surely,its nationalistic
version,fascism,hadbeencrushedby
allied forces,but its two bloodrelatives,
Sovietcommunismanddemocraticsocial
ism,werealive andwelL In theUnited
States,capitalismwascommonlyblamed
for depressionandunemploymentand
condemnedfor intolerableeconomicand
socialinequality.The68,000federal
inspectorswerethevanguardof a new
socialandeconomicorder.

TheFoundationfor Economic
Education(FEE)wasmeantto beanintel-

lectualfort of resistanceand,hopefully,a
rallying point for this countryto re-estab
lish theenduringprinciplesonwhich it
wasfounded.TheFEEplanwasa great
design,therestorationof anorderof free
domandharmony.LeonardReadsur
roundedhimselfwith half a dozenschol
arsandjournalists,menandwomenof
excellence,seekersof knowledge,andstu
dentsof liberty. Most of themspenta few
yearswith FEEandthenmovedonto
otherimportantpursuitsin industryand
education.Somewereto becomefamous
educators,captainsof industry,and
foundersof enterprise.Oneof themost
eminentscholarswasProfessorF. A.
Harper,who subsequentlywasto found a
think tankof his own,TheInstitutefor
HumaneStudiesin Menlo Park,California,
now in Fairfax,Virginia. Anotherwas
GeorgeC. RocheIII, who wasto lead
HillsdaleCollegeto newheightsof leader
shipandeducationalservice.A few schol
arsstayedonanddedicatedtheir produc
tive lives to thenobletasksof the
Foundation.PaulPoirotwasto edit The
Freemanfor thirty-oneyears;W. M. Curtiss
wasto direct thebusinessaffairsof ,FEEfor
27years,RobertG. Andersonfor 19years.
BettinaBienGreaveswasto reachout to
schoolchildrenof all ages,andthe
ReverendEdmundA. Opitzwasto
explorethemoralandspiritualfounda
tionsof liberty. Therewasunassuming



greatnessin their dedicationandwill, their
faith andmoralstrength.

TheFoundationwasguidedandassist
edby two greatmenwho will beremem
beredandcitedfor centuriesto come:the
deanof Austrianeconomics,Ludwig von
Mises,andthe illustriousjournalist,Henry
Hazlitt. Misesservedasadvisoruntil his
deathin 1973,at theageof 92,andHazlitt
servedasoneof thesevenfounderswho
metonMarch7, 1946,for the inaugural
meeting.He remainedon theBoardof
Trusteesuntil his passingin 1993,at the
ageof 98.

Throughoutthedecades,FEEwasably
supportedandgreatlyencouragedby men
of finance,commerce,industry,andthe
professions.Someof themjoinedthe
Boardof Trustees,meetingregularlyand
supervisingnot only thebusinessaffairsof
theorganizationbutalsoits educational
work. But mostsupporters,some10,000to
20,000strong,consistof two kindsof peo
ple: thosewho subscribeto TheFreeman
andpurchaseits booksandservicesand
thosewho makevoluntarydonations.

Thebuyerswho subscribeto FEE'scele
bratedmonthlyjournal,TheFreeman,are
probablythestaunchestfriendsof FEE.
Theyidentify with thejournalbecauseit
makesthespiritual,moral,andrational
casefor liberty. Standingfar abovethefray
of politics, it emphasizesideasratherthan
partyprogramsandpolitical agendas,pre
scriptionsfor public policy, andgovern
mentedicts.It neverarguesadhominemor
denigratesotherpeoples'motiveswith
wit, sarcasm,andridicule.

Thebuyersmayalsoavail themselvesof
morethanonehundredbooksandbook
letspublishedby FEEandanotherthree
hundredtitles stockedandshippedby FEE
to all cornersof theworld. Or theymay
attenda seminar,a round-tablediscussion,
or a summerschool.Theyall supportFEE
by beingFEEcustomers.

ThroughoutthedecadestheFoundation
hasreachedandtouchedmillions of indi
vidualswith its freedommessage.When
therewereno othervoicesdefendingthe
freesociety,TheFreemanspokeclearlyand
convincingly.Its ideasandarguments
influencedandguidedcountlessmillions
aroundtheworld. For five decades,FEE
hasbeentheRockof Gibraltarof sound
economicsandmoralprinciple,of devo
tion to individual freedomandtheprivate
propertyorder,in a turbulentanddanger
ousworld. No onecanknow theintellec
tual effectandendresultof its labors,but
we do believethatconditionshave
improvedimmeasurablyduringthelife of
FEEandthatFEEhascontributedits part
to the improvement.World communism
hasdisintegratedundertheweightof its
miscreationandinhumanity,andsocialism
in all its colorsanddesignsis in full
retreat.

No matterhow we maywantto com
parethepolitical, social,andeconomicsit
uationin 1946with thatof today,half a
centurylater,webelievethateconomic
knowledgehasadvancedvisibly andthat
conditionsareonthemend.Surely,the
voiceof political powerandbureaucratic
controlcontinuesto beheardin thehallsof
Congress,in thepress,andin theU.N., but
it no longerdominatestheAmerican
scene.TheAmericanpeopleof the1990s
seemto bemoreknowledgeablein social
mattersandwiser in theaffairsof the
political world thantheir forebearsin the
1940s.Theymayhavelearnedwhathadto
beunlearned.

HansF. Sennholz



Round-TableEventsfor Spring1996

Don'tmissouton ournewseriesof SpringRound-TableEvents!
We'verevampedtheformat (andour charges)to enhanceyour
enjoymentasyou listento greatspeakersonexcitingtopicslike

freedomandartistic inspiration(March),drugandalcoholprohibition
(May), andeconomicfreedomandyourpersonalprosperity(June). We'll
startour eveningat5:00with a buffetsupperwhile you chatwith friends,
thenmoveonto thepresentationat 6:30;aftera fascinatingtalk, the
speakerwill openthefloor for discussion.Joinusfor greatfun!

Charge: $25perpersonperevent;discountsfor multiple reserva
tionsin anycombination;buy thesubscriptionandsave
evenmore! Mark your calendarfor:

March2: Jim Powellon "Inspirationfrom GreatHeroesand
Heroinesof Liberty"

May 4: MurraySabrinon "TheEconomicsof DrugandAlcohol
Prohibition"

June1: Mark Skousenon "Freedom,EconomicGrowth,andStock
MarketPerformance"

Call or write: Dr. BarbaraDodsworth,Foundationfor Economic
Education,30 SouthBroadway,Irvington-on-Hudson,NY 10533;phone
(914) 591-7230or fax (914) 591-8910.
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1995BoundVolume

Sturdily sewnin a singlevolumewith navybluecloth coverandgold foil
stamping,thetwelve issuesfrom JanuarythroughDecember1995- 808
pages,fully indexedfor handyreferenceto thelatestliteratureof free

dom.More than100featurearticleson topicssuchaseducation,environment,
governmentregulationandcontrol,healthcare,individual rights,money,
moralityandethics,privateproperty,voluntaryaction,andinternational
trade.Reviewsof morethanfive dozenbooks.

$24.95each

Save!Specialintroductoryprice;$19.95,throughApril 30,1996

Note:Freeman boundvolumesfor theyears1986through1994areavailableat
$24.95each.



March Book Sale
Essayson Liberty Regular Sale

Eachvolumeincludesmorethanforty articles
representingthebestof FEEthought. Gems
from greatwriterssuchasLeonardRead,Paul
Poirot,EdmundOpitz,Murray Rothbard,Henry
Hazlitt, F. A. Hayek,andmanyothers.

Volume1 $ 8.95 $ 7.95
Volume6 12.95 10.95
Volume8 8.95 5.95
Volume10 (hardcover) 12.95 7.95

(paperback) 8.95 5.95
Volume12 (hardcover) 12.95 7.95

(paperback) 8.95 5.95

Faustino Ballve

EssentialsofEconomics 9.95 8.95
Thebestsurveyof principlesandpolicies.

Frederic Bastiat

EconomicSophisms 11.95 9.95
Thebookexposesthefallaciesand
absurditiesof a hostof harmful
interventionistideas.

SelectedEssayson Political Economy 14.95 11.95
Economicprinciplesstatedsimplyand
eloquently.

Leonard E. Read

Patternfor Revolt 4.95 3.95
A collectionof political speechestheauthor
would give if hewereto run for andbeelected
to thePresidencyof theUnitedStates.

Henry Grady Weaver

TheMainspringofHumanProgress 5.95 4.95
Perhapsthebestavailableintroductionto the
historyof humanfreedom. Excellentfor
studygroups.

SaleEnds March 31,1996
Postageandhandling: Pleaseadd$3perorderof $25or less;$4 perorderof $26-$50;$5
perorderof morethan$50. Sendyour order,with accompanyingcheckor money
order,to FEE,30SouthBroadway,Irvington-on-Hudson,NewYork 10533. Visaand
MasterCardtelephoneandfax ordersarewelcomed:(800)452-3518;fax (914)591-8910.



tion during voir dire and be excusedfrom
servingin the case.

But, afterajurorhasreportedfor service,
been screenedthrough voir dire, been
seatedandswornto follow the law accord
ing to the instructionsof the court, there
is noroomfor "civil disobedience."Ajuror
renegingonhisoathis anoutlaw,ascofflaw.
A renegadejuror cheatsthe partiesto the
caseout of their right to have the matter
decidedaccordingto thelaw, onthebasisof
which the evidenceand argumentshave
beenpresented.

Despiteproponents'fondnessof quoting
Henry David Thoreau on civil disobedi
ence,7 alawlessjuror is nomoreheroicthan
a rogue policemanviolating the law or a
politicianacceptingabribe.Ifajuror(orany
other memberof the political community)
feels that a particularlaw is unjust-andin
asocietyaslargeanddiverseasours,wecan
assumethat someone,somewhere,feels
that every law on the booksis unjust-the
remedy is to petition the legislature for
reform, not to infiltrate the jury and then
ignorethe law.

Populist Opposition
Theotherfrequentlycitedjustificationfor

jury nullification-the needto rein in abu
sivegovernmentpower-isevenmorespe
cious. An honest anarchist such as
LysanderSpoonerwould refuseto serveon
a jury becausehe wouldn't believe in the
conceptof mandatoryjury serviceor even
governmentalproceedingsto enforce the
law. Let's not forget that a trial, whether
civil or criminal, is governmentaction.En
forcing democraticallyenactedlaws is one
of thebasicpurposesofgovernment.When
a juror considersdefying his oath and de
ciding a casebasedon his personalfeelings
rather than the court's instructions, the
alternativeis not betweenliberty andcoer
cion, butbetweencoercioninformedby the
rule of law andcoercionat the whim of 12
jurors.

And what is a jury actingoutsideof the
law but a 12-personmob, like modern-day
vigilantes?Although the jury-poweractiv-
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ists point to historical eventswherejuries
refusedto enforcethe Fugitive SlaveAct,8

thereis no assurancethat a jury operating
outside the law would only acquit in a
criminal case; it could just as easily
"nullify" the instructionsby convicting a
personwhowastechnicallyinnocent.More
over, thereare no counterpartsto the Fu
gitive Slave Law in a civil case.Further
more, nullifying the law strips the
individuals who comprisesociety of their
right to have the laws enforced.Nothing
could be more tyrannicalor despoticthan
the arbitrary decision of a jury that has
rejectedthe law.

It disturbs me to see libertarians and
conservatives-whomI generallyregardas
allies-embracethejury nullificationcause.
Therule of law is essentialto thepreserva
tion of liberty. Friedrich Hayek, perhaps
this century'spre-eminenttheoristof clas
sicalliberalism-thepolitical philosophyof
freedom-believedthat the defining char
acteristicofa freesocietyis therule of law,
meaninglegal rules statedin advance,uni
formly applied, without excessivediscre
tion.9 In Hayek'swords: "[W]hen we obey
laws, in the senseof generalabstractrules
laiddownirrespectiveof theirapplicationto
us,we arenot subjectto anotherman'swill
and are thereforefree." 10 Thus, it is the
universal,non-selectivenatureof law that
allowsusto befree.!1 In Hayek'sview, it is
preciselybecausejudgesandjuries cannot
pick andchoosewhat laws to enforcein a
particularcase"thatit canbesaidthatlaws
andnotmenrule."12 Jury-activistpamphle
teersin front of the courthousewould do
well to heedHayek'sadmonitionthat "few
beliefs havebeenmore destructiveof the
respectfor the rules of law and of morals
thantheideathatarule is bindingonly if the
beneficialeffect of observingit in the par
ticular instancecanbe recognized."13

Yet thatis exactlywhatadvocatesofjury
nullification espouse-followingthe law
only if theyagreewith it in aparticularcase.
I am not unsympatheticto concernsabout
unjust laws andgovernmentoverreaching.
Thesolutionis grassrootspolitical activism
andreformssuchasfewerfederalmandates
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andexpandeduseof theinitiative andrecall
devices,not shortsighteddemagogueryin
theform ofjury nullification. Jurorsignoring
thelaw accomplishnothingbutanarchyin a
microcosm-nullifyingthe rule of law. 0

1. LysanderSpooner,An Essay on the Trial By Jury
(1852).

2. "Militias Are Joining Jury-PowerActivists to Fight
Government,"Wall StreetJournal (May 25, 1995), p. Al
(hereinafter"Militias").

3. Ibid.

Why It Matters
by RogerM. Clites

L astNovemberpeoplein Quebecvoted
on whether to secedefrom Canada.

Beforethe vote took placetherewasspec
ulationin bothCanadaandtheUnitedStates
abouthowmuchharmsuchapulloutwould
do to Canada,to the United States,andto
Quebec itself. With only one exception
everyopinionthatI sawwasthatsecession
would harm all of them. In a short article
two graduatestudentsdid make the case
that Quebecwould benefit from breaking
away.

Their analysis leads us toward why it
matters.It mattersbecauseof varioustypes
of governmentalmeddlingin economicac
tivity. Contrary to what we are told by
political leadersandothers,governmentsdo
notengagein orpromoteeconomicactivity.
Governmentsonly place restrictions and
barriers.

Wereit not for governmentintervention,
tradewouldbefreethroughoutNorthAmer
ica, indeed throughoutthe world. Move
ment of people,capital, and goodswould

ProfessorClites teachesat TusculumCollegein
Tennessee.

4. LysanderSpooner,No Treason:The Constitutionof
No Authority (1870).

5. MichaelPierone,"RequiringCitizensto Do Evil," The
Freeman(July 1993),p. 261.

6. "Militias," p. A8; N. StephanKinsella, "Legislation
andLaw in a FreeSociety,"TheFreeman(September'1995),
pp. 561, 563.

7. Pierone,note5, p. 262.
8. Ibid.
9. FriedrichA. Hayek, TheRoadto Serfdom(Chicago:

University of ChicagoPress,1944),pp. 72-79.
10. FriedrichA. Hayek,TheConstitutionofLiberty (Chi-

cago:University of ChicagoPress,1960),p. 153.
11. Ibid., pp. 153--54.
12. Ibid., p. 153.
13. Ibid., p. 159.

takeplacemoreefficientlyweregovernment
notconstantlymeddlingin commerce.Com
petition would equalizeproductioncosts.
Comparativeadvantagewould determine
whatwouldbeproducedin agivenlocation.
Efficiency would be greatly enhancedand
levelsof living would rise dramatically.

But cana nationthe sizeof Quebec"go
it alone"?Of courseit can.WhenI visited
Luxembourgand even tiny LichtensteinI
observedsomeof thehighestlevelsof living
anywherein theworld, certainlyhigherthan
thosein large nationsin Africa, Asia, and
Latin America.Peoplewhohavetraveledto
Andorraandlittle Monacohavetold methat
peoplein both of thoseminute nationsare
quite prosperous.In fact, small countries
areoften more hospitableto economicac
tivity becausetheir governmentsaresmall.
Also theyhaveto recognizetheimportance
of internationaltrade and the need to be
competitive.

Theproblemis notthateconomic activity
would be curtailed. The problem is that
governmentdoesnotwantto giveup anyof
its powerto control.Thatis theonly reason
that it matters. 0
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Warning:OSHA CanBe
Hazardousto Your Health

by RaymondJ. Keating

How could anyone find fault with a
governmentagencywhosestatedmis

sion is "to assureso far as possibleevery
working manandwomanin the nationsafe
and healthful working conditions and to
preserveour humanresources"?1

As is typical with governmentagencies
brandishingimpossiblemissions,theOccu
pationalSafetyand HealthAdministration
(OSHA) hasbecomea burdensomeregula
tory body, seeminglymoreconcernedwith
pushing paper and imposing fines rather
than in establishingsaferworking environ
ments. Indeed,since OSHA's first month
in existencein 1970,whenit instituted4,400
job safetyandhealthrules, the agencyhas
played the role of adversaryto American
business.2

In reality, the private sectorpossesses
every incentive to maintain a safe and
healthy working environmentfor employ
ees.Indeed,beyonda commonlyheldcon
cernfor one'semployees,the financial in
centives are substantial. That is, after
factoring into the equationlost production
and productivity costs, health-carecosts,
insurancecosts,possiblelawsuits, and so
on, it is clearthat safetypays.

Unsafeworkplaceshavealwaysbeenand
remaintheexceptionratherthantherule. Of
course,OSHA actsunderthe oppositeas-

Mr. Keating is chief economistfor the Small
BusinessSurvivalFoundation.

sumption,therebyimposingsignificantand
unnecessarycostsonbusinessandtheecon
omy. Suchcoststranslateinto less entre
preneurship,slowereconomicgrowth, and
fewerjobs.

Thereis substantialevidencethatOSHA
has strayedfar from its much-toutededu
cational, advisory, and cooperativerela
tionship with business.Indeed, OSHA's
concernfor real safetyis lost in a bureau
cratic and regulatoryhazeof citation quo
tas, tax collection, and remarkably inane
regulations.For example:

• OSHA imposesan incredible paper
work burden on U.S. business.In 1994,
sevenof the top ten most frequentOSHA
citationswererelatedto paperwork.OSHA
has perfected the government "make
work" scheme-generatea paperblizzard
of regulationsand then fine businessesfor
not complying.

• In 1976,95 percentof OSHA citations
were classifiedas "nonserious,"while in
recent years 70 percentof citations have
been classified as "serious."3 It remains
difficult to fathomthat "serious" violations
havegrownsomuch,especiallyconsidering
thegeneraldeclinein workplacedeathsand
injuries. More likely, a considerable,ongo
ing redefinition of OSHA violations has
beenundertaken.Sucha developmentre
flects thearbitraryandsubjectivenatureof
OSHA citations.

• With the 1990 budget deal, OSHA

163



164 THE FREEMAN • MARCH 1996

steppedupits roleasarevenuecollectorfor
thefederalgovernment.OSHA'smaximum
allowable penaltieswere increasedseven
fold, and$900million in additionalrevenues
wereexpectedover five years.

OSHA's maximumpenaltiesrangefrom
$7,000 per violation-for "serious" and
"other than serious" classifications-to
$70,000for the "willful andrepeat"classi
fication. Thesearedollar levelsthatcanput
many small- and medium-sizedbusinesses
out of business.OSHA canlevy an "egre
gious penalty," where fines can be arbi
trarily increasedby countingeachemployee
possiblyexposedas a separateviolation
anotherexampleof the arbitrary natureof
OSHA citations.

The current administration'sso-called
plan to "reinvent" OSHA noted a few
examplesof ridiculousOSHA regulations:

• Plasticgascanscanbe usedon manu
facturingwork sites,butnotonconstruction
sites,evenif they havebeenapprovedby
local fire marshals.

• OSHA only allows for radiation signs
with purpleletterson a yellow background,
while the Departmentof Transportation
calls for black on yellow.

• OSHA requiresthat work-site first-aid
kits be approvedby a physician.

Unfortunately,in themitist of all the talk
about government"reinvention," OSHA
hasbeenbusily preparingadditional regu
lations. The federalbudgetoffers program
statistics for each agency. "Standards
promulgated" (Le., regulations imposed)
are estimatedat 12 annually for 1995 and
1996by OSHA-akind ofregulationquota.
OSHAhascommittedsubstantialresources
to threeparticularareasin recentyears
indoorair quality, ergonomics,andmanda
tory workplacesafetycommissions.Scien
tific evidencepertainingto indoorairquality
andergonomicsis weak,if notnon-existent,
while mandatory worker safety commis
sionsamountto nothingmorethana sopto
laborunions. If implemented,suchregula
tions will cost tens of billions of dollars
annually-translatinginto fewer resources
for investment, employee compensation,
andjob creation.

Another glaring problem with govern
ment regulationand inspectionsof any in
dustryor workplaceis thatmost, if not all,
regulatorslackexpertisein particularindus
tries. If suchindividualswereexperts,they
would hold productive,privatesectorjobs.
Theyaregovernmentbureaucrats.Bureau
crats know paperwork. Hence, the most
cited violations by OSHA are paperwork
related.Thephenomenonwasnotedby Mr.
Vitas M. Plioplys-safetyservicesmanager
at R.R. Donnelly & Sons Company, the
world'slargestcommercialprinter-before
theU.S.HouseofRepresentativesSubcom
mittee on Workforce Protectionsof the
Committeeon Economicand Educational
Opportunities:

Any time anOSHA inspectorcomesinto
oneofourfacilities, it is probablythefirst
timetheyhaveeverseenalargecommer
cialprintingpress.In ourplantswherethe
pressesare100feetlongandthreestories
high, the OSHA inspectordoesn'tknow
whereto start.In everycasetheinspector
will invariably find a guardoff, or some
other minor, readily apparentviolation,
butwill passbyprocessequipmentwhich,
if it failed, could blow up our facility.
Becausethey are not expertsin the in
dustry they cannotknow the critical is
sueswe deal with on a daily basis....
Our informal conferencesend up being
trainingsessionson safetyin theprinting
industryto the local OSHA offices.They
do not know our industry,yet try to cite
us as if they do.

EvenafternotingthemanyOSHAhorror
stories, regulations, paperwork burdens,
and costs, some still claim that OSHA's
benefitsoutweigh its costs. In a May 16,
1995, speech President Clinton linked
OSHA with reduced workplace deaths:
"The OccupationalSafetyand HealthAd
ministrationhasbeenat work in this cause
sinceit wascreatedwith bipartisansupport
in 1970. Sincethat time, workplacedeaths
havebeencut in half."

Of course,workplacedeathswereon the
declinefor decadesbeforeOSHA wascre
ated.Fewerworkplacedeathsreflectmany
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changesin our economy-greaterautoma
tion, shift in employmentfrom manufactur
ing to the servicesector,leapsin technol
ogy, enhancedknowledge, et ale There
existsnoclearandsubstantialevidencethat
OSHA has played any significant role in
preventingworkplaceinjuries or death.

The incentivesfor the private sectorto
maintainsafeworking conditionsareclear.
As alreadymentioned,manyfactors make
safety and good health a priority for em
ployers. Indeed,as many businessowners
and operatorswill tell you, maintaininga
safe working environmentand complying
with OSHA regulationsarequiteoftensep
arateendeavors.

OSHAderegulationeffortsareunderway
in Congress,andshouldbeapplauded.How
ever, OSHA eventuallyshouldbe scrapped
altogether-"disinvented"if you will.

Privateindustry-with technologicalad-

vancements,expandedknowledge, and
proper incentives-has steadily improved
the working conditionsof employees.Reg
ulatoryefforts,havebeenlargely incidental
to such developments.Indeed, as noted
above,regulationsoften simply createad
ditional costswith few benefits.

Workplacesafetycanbe and is ensured
by individuals-employers,employees,and
insurancecompanies-andif necessary,the
courts.If the U.S. economyis to compete
and succeedin the years ahead,govern
ment'sheavy hand of regulationmust be
lifted. 0

1. The OccupationalSafetyand Health Actas quotedin
CongressionalQuarterly'sFederalRegulatoryDirectory,Sev
enthEdition,CongressionalQuarterlyInc., Washington,D.C.,
1994,p. 394.

2. Ibid., p. 394.
3. Informationprovidedby U.S. RepresentativeCassBal

lenger'soffice.



FEE Classic Reprint

PrivateEnterpriseRegained

by Henry Hazlitt

GovernorBradford'sown historyof the
PlymouthBay Colony over which he

presidedis a story that deservesto be far
better known-particularlyin an age that
has acquired a mania for socialism and
communism, regards them as peculiarly
"progressive"andentirelynew,andis sure
that they represent "the wave of the
future."

Most of us haveforgottenthat whenthe
Pilgrim Fatherslanded on the shoresof
Massachusettsthey establisheda commu
nist system.Out of their commonproduct
and storehousethey set up a systemof
rationing,thoughit cameto "but a quarter
of a poundof breada dayto eachperson."
Evenwhenharvestcame,"it aroseto buta
little. " A viciouscircleseemedto setin. The
peoplecomplainedthattheyweretoo weak
from wantof food to tendthecropsasthey
should.Deeplyreligiousthoughtheywere,
they took to stealingfrom eachother. "So
asit well appeared," writesGovernorBrad
ford, "that faminemuststill insuethe next
yearalIso, if not someway prevented."

Sothecolonists,hecontinues,"beganeto
thinkehow they might raiseasmuchcome
astheycould,andobtaineabetercropethan
theyhaddone,thattheymight not still thus
languishin miserie.At length[in 1623]after
muchdebateof things, the Gov. (with the
adviseof thecheefestamongestthem)gave

Henry Hazlitt (1894-1993),authorofEconomics
in OneLesson,wasa FoundingTrusteeofFEE.

This essaywas written in 1949 and subse
quentlyappearedin thefirst volumeofEssayson
Liberty, publishedby FEE in 1952.

way that they shouldsetcomeevery man
for his owneperticuler,and in that regard
trustto themselves....And soassignedto
everyfamily a parcellof land. . . .

A GreatSuccess
"This hadvery goodsuccess;for it made

all handsvery industrious,soasmuchmore
cornewas plantedthanotherwaisewould
havebeneby any meansthe Gov. or any
othercoulduse,andsavedhim agreatdeall
of trouble,andgavefaIT bettercontente.

"Thewomennowwentewillingly into the
feild, andtooketheir litle-onswith themto
setcorne,which beforewould aledgweak
ness,and inabilitie; whom to have com
pelledwouldhavebenethoughtgreattiranie
andoppression.

"The experiencethat was had in this
commonecourseand condition, tried sun
drieyears,andthatamongstgodlyandsober
men, may well evince the vanitie of that
conceiteof Platosand other ancients,ap
plaudedby someof later times;-that the
taking away of propertie,and bringing in
communitieinto a comonewealth, would
makethem happyandflorishing; as if they
werewiserthanGod.Forthiscomunitie(so
faIT as it was) was found to breedmuch
confusionanddiscontent,andretardmuch
imploymentthat would havebeento their
beneflteandcomforte.

"For the yong-menthat were mostable
and fltte for labour and servicedid repine
that they should spend their time and
streingthto workefor othermenswivesand
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children, with out any recompense.The
strong, or man of parts, had no more in
devissionof victails andcloaths,thanhethat
wasweakeandnot ableto doea quarterthe
othercould; this wasthoughtinjuestice....

"And for men'swives to be commanded
to doe servisefor other men, as dressing
theirmeate,washingtheircloaths,etc.,they
deemed ita kind of slaverie,neithercould
manyhusbandswell brookeit. . . .

"By this time harvest was come, and
instead of famine, now God gave them
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plentie,andthefaceof thingswaschanged,
to the rejoysing of the harts of many, for
which they blessedGod. And the effect of
their particuler [private] planting was well
seene,for all had,onewayandother,pretty
well to bring the yearaboute,and someof
theablersorteandmoreindustrioushadto
spare,andsell to others,soasanygenerall
wante or famine hath not beenamongest
themsinceto this day."

The moral is too obvious to need
elaboration. D
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ProsperityWithout Pollution

by JohnSemmens

I recentlyhad the opportunityto partici
patein a World FutureSociety" debate"

onwhetherwe couldreducepollutionwith
out alsoreducingour economicwell-being.
Mainstreamthinking assertsthat we must
sacrificeat leastsomeof our prosperityin
orderto protecttheenvironment.Onepan
elist in the World Future Society debate
insisted that we must drastically reduce
population,live in housesmadeof mudand
straw(apparentlyobliviousto thefateofone
of the "ThreeLittle Pigs" who tried this),
andride bicyclesto work.

Fortunately,this mainstreamthinking is
wrong. We canhaveboth a growing econ
omyandanimprovingenvironment.In fact,
it seemslikely thatagrowingeconomymay
well provide the very means neededto
improvethe environment."Sacrifice" may
not only be unnecessary,it may even be
counterproductive.On balance, there is
goodreasonto beoptimisticaboutthe''fate
of the planet."

If wearetoovercometheinstitutionalized
pessimismof the mainstreamenvironmen
talist creed,we mustfirst dispelits errone
ouspremises.

Erroneouspremise#1:
Natural is betterthanartificial.

Natural is the survival of the fittest. The
naturalconditionis for theweak,the lame,
the sick to be mercilesslyexterminatedby
predatorsand climate. Dying of old ageis

Mr. Semmensis aneconomistwithLaissez-Faire
Institute in Chandler,Arizona.

notnatural.In astateofnature,mostdeaths
areviolent, painful, or agonizing.Themost
commonmodesof demiseare beingkilled
andeatenor starvingto death.The natural
world is not the "playland" depictedby
Disneycartoons.It is the constantstruggle
for survival perceivedby CharlesDarwin.
Some99 percentof extinctions that have
occurred on this planet occurred before
human beings existed. The environment
doesnot preservespeciesor habitat. Left
alone,theenvironmentis ruledby anundi
luted principle of "might-makes-right."

Civilization is artificial. This creationof
thehumanspecieshasmodifiedthe"might
makes-right"rule of nature. The artificial
institution of law helps to channelhuman
predatory instincts to more humanepur
poses.Onedoesnothaveto watchtoomany
nature documentariesbefore it becomes
clear that theft, assault,rape,and murder
are commonbehaviorsin the animalking
dom. Nature has no law respectingprop
erty.Thestrongdispossesstheweak.Aban
donment,exile, and deathare the fate of
thosewhocannotcompetein theDarwinian
struggle.

Technology is artificial. The inquiring
mindsof thehumanspecieshavediscovered
or createdthemeansto enablethe survival
of the weak, the lame,andthe sick. Medi
cine has lowered the mortality ratesfrom
disease,accident,and violence. Improved
productionmethodshavemadestarvationa
relativelyrarecauseofdeathin theWestern
world. Deviceslike eyeglassesand wheel
chairshavehelpedto offsetdisabilitiesthat
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would imperil survival in a stateof nature.
As aresult,wehavetheopportunityto lead
lives thatarelessviolent, painful, andpre
cariousthanwould be natural.

"Environmentalism"itself is an artifact
ofcivilization. Theabundancegeneratedby
our technologically advancedcivilization
allowspeopleto contemplatemorethanjust
survival. Creaturesliving in a naturalstate
of subsistencecannotafford the luxury of
refrainingfrom unbridledexploitationof the
environment.For example,without abun
dance,wildernessis abarrierfor humansto
overcomeor avoid. With abundance,wil
dernesscanbeperceivedasworthyofbeing
preserved.

Erroneouspremise#2:
Resourcesarefinite.

The very conceptof what constitutesa
resourceis a creationof the humanmind.
No "thing" is aresourcebynature'sdecree.
All "resources"are "man-made."That is,
it is only theapplicationof humanvaluation
to objects that make them resources.If
humansplaceno valueonanobjectit is not
going to be calleda resource.Its supply in
a stateof naturewill exceedthedemandfor
it. An exampleof a "thing" thathasunder
gonea transitionfrom a non-resourceto a
highly valuedresourceis crudeoil. At one
time, in thenottoodistantpast,oil wasseen
mainly as a blight on agriculture.The few
places where oil bubbled to the surface
posedhazardsto livestockandcrops.How
ever,duringthenineteenthcentury,human
ingenuitydiscovereda meansof converting
this substanceto usefulpurposes.

Even sucha highly prized substanceas
crudeoil is notvaluedfor itself. Rather,it is
valued for the service it can perform in
meetinghumanwants. If someother sub
stancecan be found or made that offers
betteror cheaperservice, it will supplant
crudeoil, justascrudeoil supplantedwhale
oil in the nineteenthcentury. That some
othersubstancewill eventuallybefound or
made seems highly probable. The high
prices of scarce resourcesstimulate the
searchfor betteror cheaperalternativesfor
meetingthe samehumanwants.So, in the
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final analysis,it is not the "finiteness" of
any substancethat is critical. The critical
factor is the scopeof the humanimagina
tion. Thisscopeseemstobegettingbroader.
The acceleratingpaceof technologicalad
vancementshouldgive us confidencethat,
barring the implementationof oppressive
governmentmeddling,we are not likely to
run short of intellectual resourcesin the
foreseeablefuture.

Erroneouspremise#3:
Populationgrowth is a problem.

Oneparticipantin the World FutureSo
ciety debateshoweda graphof world pop
ulation growth that he described as
"scary." Frankly, I would find a graph
showingacomparableplungein world pop
ulation far morescary.Thegrowth in pop
ulation that has characterizedthe modern
erais dueprimarily to lowermortalityrates.
Fewerpeoplearedyingatyoungages.More
areliving longerlives. For most, the pros
pect of living a longer life would not be
considereda fearful event. Fear is more
aptly associatedwith. an untimely early
demise.

Thefearofpopulationgrowthseemsto be
driven by the notion that eventuallythere
will be too many peoplefor the planet to
support.Suchafearis grosslyexaggerated.
Most of thosefamiliar with the "carrying
capacity"conceptagreethatgiventhecur
rent level of technology the sustainable
humanpopulationfigure is in the 30 to 40
billion range.Inasmuchasthepresentpop
ulation is under 6 billion and no credible
forecastprojectsafigureevencloseto the30
billion markfor the next few centuries,the
planetseemsfar from overloaded.Besides,
as the mortality rates have fallen in the
industrializedportionsof the globe, so too
havethebirth rates.Onceparentsaremore
assuredthat their children will survive to
adulthood, the need to produce enough
offspringto compensatefor ahighdeathrate
is alleviated.Obviously, humanreproduc
tion is influencedby factors more compli
catedthanpuresexualinstinct.

It is not population,per se, that could
posea problemfor humanity,but thepolit-
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ical andsocialinstitutionsthataffecthuman
behavior. In this regard, the paternalistic
welfarestateis a seriousproblem.Govern
ment programsthat entitle peopleto con
sumewithout their havingto produceturns
them into drones and parasites.Energy
conservationis an importantsurvival trait.
Individuals that canobtainmoregoodsfor
less cost will tend to thrive. The welfare
stateseducesindividualsinto behaviorpat
terns that exploit this survival trait, but at
the cost of imposingextraburdenson the
productiveindividuals.The moregenerous
the welfarebenefits,the largerthe number
of peoplethat will be drawninto this para
sitic modeof existence.At somepoint, the
burdenof the parasiticportion of the pop
ulationmayoverwhelmtheoutputcapacity
of the productiveportion. Thus, it is the
ratio of parasiticto productiveindividuals
that is crucial, not the total size of the
population.

Absent parasite-inducingpaternalism,a
largerpopulationcould offer significantad
vantages.More peoplemeansmoreminds.
Having more minds working on human
problemsimprovesthe chancesof finding
solutions. There is more opportunity for
specializationand the depth of expertise
that specializationbrings.Thedramaticac
celerationin scienceandtechnologyin our
high population era is evidence for the
potentialadvantagesof a growing popula
tion.

Erroneouspremise#4:
The environmentis gettingworse.

On balance,the environmentis getting
better.Considerthecaseof transportation.
The internal combustion engine is fre
quentlysingledout asa primeculprit in the
pollution of the environment.Yet, the in
ternalcombustionenginevehicle is clearly
less polluting than the animal-powered
transportationit supplanted.A horsepro
duces45 poundsof manureper day. This
emission, in an urban context, typically
generateda horrible smell and mess.Fur
ther, it provided a breeding ground for
insects,vermin,andthediseasesassociated
with filth. In contrast, the emissionsof

internal combustionenginepoweredvehi
cles posea much smallerthreatto human
health.

Neither should the efficiency aspectbe
ignored. A gasolinepoweredvehicle can
travelfartherin onehourthanahorsecanin
a day. Therefore,on an emissionspermile
of travel basis,automobilesarelesspollut
ing thanhorses.

Automotivetechnologyhasnotstoodstill
since supplantinganimal-poweredtravel.
Autoslastlonger,travelfaster,anduseless
fuel per mile now than theydid when first
invented.In termsof pollution emitteddur
ing the operationof autos, noxious emis
sionspervehiclemile aredown·70 percent
to 95 percentsince1970.In mostcities, the
ambientair is cleanernow than it was 20
yearsago.

Erroneouspremise#5:
More governmentcontrol is the answer.

The awesomepowerwieldedby govern
menthaspersuadedmanythat it shouldbe
the instrumentof choice for dealing with
environmentalproblems. Plausibleas the
resort to government'sawesomepowers
mayat first appear,experiencewould seem
to indicatethatthis wouldbeapoorchoice.

The first source of difficulty for those
wont to rely upongovernmentsolutionsis
thatgovernmentis inherentlyirresponsible.
Becausegovernmenthasthemight to com
pelcompliancewith its dictates,it cutsitself
offfrom essentialfeedbackonthesuccessor
failure of its efforts. Governmentcoercion
rides roughshodover differing values. Its
"one-size-fits-all"standardignoresthe dif
fering needs of diverse individuals. The
balancingof valuesthat typically occursin
themarketplaceis suppressed.In its place,
costly, andfrequentlyineffectivemeasures
areimposed.

The fact that government is funded
through taxation increasesthe odds that
governmentprogramswill fail to achieve
theirannouncedobjectives.Taxesseverthe
link betweencostsandbenefits.Thiscreates
a "problemof the commons."The "prob
lem of the commons" is that everyonehas
an incentive to demandmore than can be
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providedby the resourcesavailable.At the
same time, no one has an incentive to
providemoreresources.Thosewhoreceive
the benefitsdo not haveto pay the costs.
Thosewho paythecostsdo not receivethe
benefits.This is theformula for failure that
contributedto the demiseof socialisticso
cieties like the Soviet Union, East Ger
many,andPoland.

One of the clearestdemonstrationsof
the''problemofthecommons" in theAmer
ican economyis in our urban transporta
tion systems. Almost all of the urban
transportationsystemsin Americaare op
erated under conditions that could most
accuratelybe characterizedas socialistic.
Theroadsandrails areownedandoperated
by government.Most of thefunding comes
from taxes. Decisions regarding invest
ment, services, and prices are all made
through a political rather than a market
process.

Sincetheydon'thavetopayin proportion
to thecostto obtainaccessto roads,drivers
demandmore thancanbe provided.High
way agenciesgo throughrecurringfinancial
crisesin a futile effort to satethis demand.
Meanwhile, a massivewaste of precious
timeis underwayduringevery''rushhour."
Somewould haveus addressthis wasteby
building heavily subsidizedrail transit sys
tems.However,evenwith two-thirdsof the
costof transit trips beingborneby taxpay
ers,this modehascontinuedto loseriders.
Continuingto pour moremoneyinto these
transit systemsis the kind of irresponsible
misallocationof resourcesthatonlygovern
mentis proneto inflict on society.(Seethe
chartof "PublicTransitOperatingResults"
for anillustrationof theinauspiciousresults
of governmentsubsidiesto transit.)

A secondsourceof difficulty for those
wholook to governmentfor solutionsis that
governmentplanning is inherently inept.
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Reality is too complexto fit into any plan
that governmentcan devise. Government
lacks adequateinformation on the subjec
tive valuesof individuals, on the world's
continuouslychangingcircumstances,and
on what the future might bring. Further,
governmentlacks sufficient incentives to
avoidmistakes.Theburdensofits errorsfall
onothers.Its failuresserveasarationalefor
further meddling.

If grantingmorepowerto governmentis
not the bestway to achieveprosperityand
reducepollution, what is? Well, since the
attainmentof bothprosperityanda cleaner
environment is likely to hinge upon the
applicationofhumancreativityto perceived
problems,an obviousoption would appear
to beto attemptto encouragemorecreativ
ity. Creativity is likely to be encouragedif
individualsare(1) freetousetheirmindsand
(2) havesufficient incentiveto do so.

This argues for reducing the scope of
governmentinterventionand control over
societyandincreasingthe scopefor volun
tary humaninteractions.Governmentspend
ing and taxing should be reduced. The
lesseningburden on private transactions

thatwouldresultwouldpermitmoreinvest
ment in innovationsand technologicalad
vancement.The lure of greater "net-of
taxes" returnsoninvestmentwouldprovide
addedincentive for innovationsand tech
nologicaladvances.

Thesocialisticenterprisesofgovernment,
like highwaysandtransitsystems,shouldbe
privatized. Selling such operationsto pri
vate-sectorownerswould enablethe pow
erful forces of market incentivesto more
efficiently directresourcesto meetconsum
ers'mosturgentneeds.More rationalpric
ing of serviceswill reducethe deadweight
lossesepitomizedby traffic jams.Thefixed
capacitiesof urban roads could be more
effectivelyusedandavertthe needto pave
over moreof the environment.

Environmentalistsurging a government
mandatedreturnto a morenaturalmodeof
living aremisperceivingthepastandthetrue
implicationsof "natural."Thereis no "Gar
denofEden" to whichhumanitycanreturn.
Humancreativityis thekeytoamorelivable
future in botheconomicandenvironmental
terms. To foster creativity we must have
freedomto think andact. D
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JamesMadison
ChecksandBalancesto
Limit GovernmentPower

by Jim Powell

JamesMadisondidn'toriginatetheideaof
checksandbalancesfor limiting govern

mentpower, but he helpedpushit farther
thananyoneelsebeforeor since.Previous
political thinkers,citing British experience,
hadtalkedaboutchecksandbalanceswith
a monarchin the mix, but Madisonhelped
applytheprincipleto arepublic.Contraryto
suchrespectedthinkersas Baronde Mon
tesquieu,Madisoninsistedchecksandbal
ancescould help protectliberty in a large
republic.

If onemustendurea centralgovernment,
it seemshard to improve on the highly
sophisticatedchecksandbalancesprovided
in the U.S. Constitution,which reflects a
gooddealofMadison'shandiwork.Stalwart
republicanThomasJeffersonembracedit.
He told Madison, his best friend: "I like
muchthegeneralideaof framing a govern
mentwhichshouldgoonof itselfpeaceably,
withoutneedingcontinualrecurrenceto the
statelegislatures.I like the organizationof
the governmentinto Legislative,Judiciary
and Executive. I like the powergiven the

Mr. Powell is editorofLaissez-FaireBooksand
a SeniorFellow at the Cato Institute. He has
writtenforTheNewYork Times,TheWall Street
Journal,Barron's,AmericanHeritage,andmore
thanthreedozenotherpublications.Copyright©
1996by Jim Powell.

Legislatureto levy taxes;andfor that reason
solely approveof the greaterhousebeing
chosenby the peopledirectly ... preserv
ing inviolate the fundamentalprinciple that
the people are not to be taxed but by
representativeschosen immediately by
themselves.I amcaptivatedby thecompro
miseof theoppositeclaimsof thegreatand
little states,of the latter to equal,and the
former to proportionalinfluence. . . . I like
the negativegiven to the Executivewith a
third of eitherhouse...."

Madison didn't have a grand vision of
liberty like Jefferson,but heacquiredprac
tical insightsabouthow to protectliberty.
Madison,recalledWilliam Pierce,aGeorgia
delegateto the ConstitutionalConvention,
"blends togetherthe profound politician,
with the Scholar. In the managementof
everygreatquestionhe evidently took the
leadin the Convention,andtho' he cannot
be called an Orator, he is a most agreable
[sic] eloquent, and convincing Speaker.
From a spirit of industry and application,
which he possessesin a most imminent
degree,he alwayscomesforward the best
informedMan of any point in debate. . . a
Gentlemanof great modestY,-witha re
markablysweettemper."

Like his compatriotsfrom Virginia, Mad
ison's record was stainedby slavery, an
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inheritancehecouldneverescape.He tried
severalbusinessventuresaimedat generat
ing adequateincome without slaves, but
none worked. Ultimately, he didn't even
liberatehisslavesuponhisdeath,asGeorge
Washingtonhaddone.

Madison, a shy man, was perhapsthe
leastimposingFounder.He stoodlessthan
five feet,six inchestall. Hehadasharpnose
andrecedinghairline. He suffereda variety
ofchronicailmentsincludingfevers,gastro
intestinalproblems,andseizures."I amtoo
dull and infirm now," he wrote at 21, "to
look out for anyextraordinarythingsin this
world for I think my sensationsfor many
monthspast have intimated to me not to
expecta long or healthy life." The most
distractingailment, Madisonrecalledmuch
later,was "a constitutionalliability to sud
den attacks, somewhat resembling Epi
lepsy,andsuspendingthe intellectualfunc
tions. They continued thro' life, with
prolongedintervals."

But heblossomedwhen,at43,hemetthe
26-year-old,black-haired,blue-eyedwidow
Dolley Payne Todd. One of her friends
reported: "At Night he Dreamsof you &
Startsin hisSleepa.Callingonyoutorelieve
his Flamefor he Bums to suchan excess
thathewill beshortlyconsumed...." They
were marriedSeptember15, 1794,and for
the next four decadeswere the "first cou
ple" of republicanpolitics, keepersof the
Jeffersonianflame.

JamesMadisonwasbornMarch16, 1751,
at his stepgrandfather'splantationon the
RappahannockRiver,King GeorgeCounty,
Virginia. His ancestorshadcometo Amer
ica not as persecutedpeople seeking a
sanctuarybut as entrepreneurshoping to
profit. He was the eldest child of Nelly
Conway, a tobaccomerchant'sdaughter.
His father, JamesMadison Sr., was a to
baccofarmerin OrangeCounty.

Biographer Ralph Ketcham describes
Madison as "a sandy-haired,bright-eyed,
rathermischievousyouth." He hadprivate
tutors who taught Latin, arithmetic, alge
bra, geometry,history, and literature. Al
thoughmostVirginians consideringcollege
wouldhavechosenWilliam andMary, it had

Dolley Madison

a reputationasa "drinking school,"andin
1769,Madisonleft homefor the Collegeof
New Jersey,which laterbecamePrinceton
University.Its librarywaswell stocked,and
includedbooksby ScottishEnlightenment
authorslike AdamSmithandAdamFergu
sonas well as influential works on natural
rights by JohnLocke andJohn·Trenchard
andThomasGordon,co-authorsof therad
ical Cato's Letters. Madisongraduatedin
September1771.

Madisonwasdrawnto currentaffairs.He
devourednewspapers.He readmorebooks
about liberty, such as Josiah Tucker's
Tracts,Philip Furneaux'sEssayon Tolera
tion, JosephPriestley'sFirst Principleson
Government,andThomasPaine'spamphlet
CommonSense.

An Early Dedication to Liberty
On April 25, 1776, 25-year-oldMadison

waselecteda legislatorto helpdraft a state
constitution for Virginia. Proposalscame
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from ThomasJeffersonandRichardHenry
Lee, who were in Philadelphiapreparing
to declareAmerican Independence.Mad
ison'sfirst contributionto liberty: ameasure
which affirmed that "all men are equally
entitledto enjoythefreeexerciseof religion
according to the dictates of conscience,
unpunishedandunrestrainedby the magis
trate, unlessthe preservationof equallib
erty and the existenceof the State are
manifestlyendangered."

Madisonworked with ThomasJefferson
who sharedhis passionfor religiousliberty.
Thetwo menbeganmeetingfrequentlyafter
Jeffersonwaselectedgovernorof Virginia.
They both loved books,ideas,and �l�i�b�~�r�t�y�,

and they remainedbestfriends for a half
century.

In 1784,Madisonpersuadedthe Virginia
legislature to enact Jefferson's"Bill for
EstablishingReligious Freedom." He de
feated Patrick Henry's proposal that the
statesubsidizethe Anglican church.Madi-
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son declared governmentmoneycorrupts.
Christianity,henoted,"flourished,notonly
without the supportof humanlaws, but in
spiteof everyoppositionto them...."

During thesedebateson religious free
dom, Madisongot a key ideafor protecting
individual rights: " ... freedomarisesfrom
that multiplicity of sectswhich pervades
America, and which is the best and only
securityfor religiousliberty in anysociety."

Meanwhile,in December1779, Madison
hadbeenappointedto theContinentalCon
gresswhich, meetingin Philadelphia,per
formed legislative, executive,and judicial
functions during the Revolutionary War.
Thegovernmentwasbrokeandfinancedthe
war effort with vast issuesof papermoney
known as "continentals," which triggered
ruinousrunawayinflation. Madisonbecame
the mostarticulateadvocateof an alliance
with France,and he supportedBenjamin
FranklinwhowaslobbyingKing LouisXVI
for help. Madisonparticipatedin negotia
tions with Spain,which controlledLouisi
ana, aimedat assuringvital Americanac
cessto the MississippiRiver.

Madison servedin Congressunder the
Articles of Confederation,ratified March 1,
1781. It was a voluntary associationof
states. Congressdependedon voluntary
contributions, not taxes. If people in a
particular statedidn't approvewhat Con
gresswasdoing,theykepttheirmoney,and
that was that. Although statessquabbled
with eachother, they were bit players in
worldpolitics,unlikely tobecomeentangled
with foreign wars. Amending the Articles
required unanimousconsent-thegeneral
rules people lived by couldn't be upset
easily. Voluntary cooperationworkedwell
enoughthat the statesdefeatedBritain, the
world's mightiest naval power, and they
negotiatedtremendousterritorial conces
sions.

Madison, however, was frustrated at
whatheconsideredtheirresponsiblebehav
ior of states.Heobjectedto their tradewars
and continued paper money inflation-a
resultof RevolutionaryWarcosts.Devious
New Englanderstried to arrangea monop
oly oncodfishsalesto Spainin exchangefor
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givingupAmericanrightsontheMississippi
River, whichwould havedevastatedpeople
in theKentuckyterritory. Madisonbelieved
things would be better if Congresscould
function as a centralizedgovernment.Just
12 daysafter ratificationof the Articles, he
conceivedthe dubiousdoctrineof implied
power: if a governmentagencywere as
signeda particularresponsibility, it could
assumepower it considerednecessaryto
fulfill that responsibilityevenif the power
wasn'tenumeratedin a constitution.

A "Fatal Omission"?
Madison, incredibly, insistedthat to be

legitimate,a governmentmustcoercepeo
ple. "A sanctionis essentialto the ideaof
law, ascoercionis to thatof Government,"
hewrote in his paperVicesofthe Political
Systemof the United States(April 1787).
The Confederation,he continued, "being
destituteof both,wantsthegreatvital prin
ciplesof a Political Constitution.Underthe
form of such a constitution, it is in fact
nothing more than a treaty of amity .of
commerceand alliance, betweenindepen
dentandSovereignStates." Madisoncalled
the lackof coercion"a fatal omission" in
the Confederation.

On February21, 1787, MadisonandAl
exander Hamilton, Washington'sformer
assistantwho believed passionatelyin a
powerful central government,persuaded
Congressto name delegateswho would
revisethe Articles of Confederation.

Madison got GeorgeWashingtonto at
tend the National Convention, where he
servedas presidingofficer. This meantse
rious businesswould be done, convincing
distinguishedcitizensthatthey, too, should
attend.BenjaminFranklinwouldbepresent
aswell, lendinghis internationalprestigeto
the gathering.

Madisonarrived in PhiladelphiaMay 3,
1787.Hewasto beamong55delegatesfrom
12 states (Rhode Island refused to send
delegates).The delegatesincluded attor
neys,merchants,physicians, andplantation
owners.Thirty-ninedelegateshadservedin
the ContinentalCongress,and they were

inclinedto seekmorepowerthanpermitted
by the Articles of Confederation.

A quorum of sevenstateswas present
by May 25th. Proceedingsbeganon the
first floor of thePennsylvaniaStateHouse.
During the next four months, delegates
met six daysa weekfrom late morningtill
earlyevening.Detailsofwhatwentonwere
kept secretat the time. "I chosea seatin
front of the presiding member, with the
othermemberson my right & left," Madi
son recalled. "In this favorable position
for hearingall that passed. . . I was not
absenta singleday,normorethanacassual
fractionofanhourin anyday,sothatI could
not havelost a singlespeech,unlessa very
shortone." Madisonwasamajorinfluence,
rising to speak161 times throughthe Con
vention.

The Virginia Plan
Defyingexplicit instructionsto revisethe

Articles of Confederation, Madison
launchedthe debatesby helping to draft
the "Virginia Plan," which called for a
brand-newconstitution.It describeda two
branch national legislature. The House
wouldbeelecteddirectlyby thepeople,the
Senateby the House.Seatswould be pro
portionateto population.Therewould bea
nationalexecutiveanda nationaljudiciary,
both chosenby the legislature. Madison
insistedthe proposednationalgovernment
mustbe the supremepowerwith a "nega
tive" over state legislatures.Large states
supportedthis plan.

Small statesrallied to the "New Jersey
Plan," whichaimedto revisetheArticlesof
Confederationwith a singlelegislativebody
whereeachstatehadequalrepresentation.
The "New JerseyPlan" acceptedtheprin
ciple thatall actsof Congress"shall be the
supremelaw of the respectiveStates."

The Conventionstalematedon the issue
of staterepresentation,andit wasreferred
to a committeewhich proposedthe "Great
Compromise":eachstatewouldhaveequal
representationin the Senate,the House
would be apportionedby population,and
moneybills would originatein the House.



As for the executive, Madison hadn't
workedouthis ideasbeforetheConvention.
The Committeeon Detail recommended
an executivewho would be called "Presi
dent," be electedby the legislature,serve
a single seven-yearterm and function as
commander-in-chiefof armedforces.Once
delegatesdecided that each state would
haveanequalnumberofSenators,Madison
became convinced that the executive
shouldbe electedindependentlyof the leg
islature.Hehelpeddraftthefinal proposalto
have the president selectedby electors
whom the people choose-the"electoral
college."

Madison'scollaborator,AlexanderHam
ilton, was the most outspokencritic of
democracyat theConvention.After praising
Britain's hereditarymonarchy,he declared:
"Let onebranchof theLegislatureholdtheir
placesfor life or at leastduringgoodbehav
ior. Let the Executivealsobe for life."

Slavery was an explosive issue. If the
Constitution had prohibited it, Southern
stateswould have surely bolted the Con
vention.Madisonsuccessfullypressedfor a
clausepermittingtheendof the slavetrade
in 20years(1808),andhekeptdirectsupport
for slavery out of the Constitution. The
Constitutionprovidedthatthecensuscount
slaves("other persons")as three-fifthsof
a person,therebyreducingSouthernrepre
sentationin the House.

The final draft of the Constitution,about
5,000words, wasengrossedand signedby
38delegatesonSeptember17, 1787.Sixteen
delegateshad quit the Conventionor re
fused to sign it at the end. It was sentto
Congresswhich, in turn, referredit to states
for ratification by conventionsof elected
delegates.The Constitution would be
adopteduponratification in nine states.

By eliminatingstatetariffs, theConstitu
tion createda largefree tradearea,eventu
ally the world's largest,which madepossi
ble America's phenomenalpeacetime
prosperitystarting in the early nineteenth
century.Entrepreneurscould travel freely
without the myriad tolls, tariffs, and other
obstaclesthatplaguedbusinessenterprisein
Europe.
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Checksand Balances

The Constitutionattemptedto limit the
powerof centralgovernmentthroughintri
catechecksand balances.A key principle
wasseparationof powers:thosewho make
laws, enforce laws, and interpret laws
should be substantially independentand
capableof limiting eachother'spower.The
two housesof Congressprovideacheckon
eachother.The Presidentcanveto legisla
tion, buthecanbeoverruledby atwo-thirds
majority in both houses.Thejudiciary can
strike down laws consideredunconstitu
tional. Proposedamendmentsbecomepart
of theConstitutionwhenapprovedby two
thirds of Congressand by legislaturesin
three-quartersof the states.

Yet theConstitutiondid establishunprec
edentedgovernmentpowerin America.The
Constitutionauthorizedfederaltaxeswhich
never existed before. It gave the federal
governmentpowerto overruleelectedstate
and local officials who were closer to the
people. Control over larger territory in
creasedthe temptationfor U.S. presidents
to becomeentangledin foreignwars,which
had the consequenceof further expanding
federal power. There's some irony here,
sincemanypeoplesupportedthe Constitu
tion becauseof dissatisfactionwith high
inflation, high taxes, and other economic
consequencesof the RevolutionaryWar.

MadisonacceptedAlexanderHamilton's
invitation to help promote ratification in
NewYork State.BetweenOctober1787and
March 1788, Madison wrote 29 essays
which, togetherwith 56 more essaysby
HamiltonandlawyerJohnJay,appearedin
NewYork newspapers.Theessaysbecame
known as The FederalistPapers.All were
signed "Publius" after the Roman law
maker Publius Valerius Publicola who
helpeddefendthe Romanrepublic. In July
1788, the essayswere publishedas a two
volumebook. Madisonseemsto haverec
ognizedthatby settingup a centralgovern
ment,theConstitutionconflictedwith ideals
of liberty. Not until August 1788 did he
finally tell Jeffersonabouthis collaboration:
"Col. Carringtontells me he hassentyou
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the first volume of the federalist,andadds
the 2nd. by this conveyance.1 believe 1
neverhaveyet mentionedto you that pub
lication."

Becausethe Constitution proposed to
expandgovernmentpower, therewas sub
stantialopposition,spearheadedby the so
called "Antifederalists." They included
New York governorGeorgeClinton, Rev
olutionary War organizerSamuelAdams,
and Virginians GeorgeMasonand Patrick
Henry. Respectedpro-Constitutionhistori
ans SamuelEliot Morison, Henry Steele
Commager,and William E. Leuchtenburg
admitted "There is little doubt that the
Antifederalistswould have won a Gallup
poll. "

The Antifederalists presenteda wide
rangeof oftenconflicting pointsagainstthe
Constitution.Most important: the lack of a
Bill of Rights. Madisonconsideredbills of
rights to be mere "parchmentbarriers"
which an oppressivemajority could easily
ignore.Hewasconvincedthatliberty would
be bestprotectedin a large republic with
many competinginterests,where it would
be difficult for a single one to oppressthe
others.

Bill of Rights
JeffersonmadeclearheopposedtheCon

stitutionwithout a bill of rights. For exam
pie, onDecember20, 1787,hetold Madison
he objectedto "the omissionof a bill of
rights providingclearlyandwithout the aid
ofsophismsfor freedomofreligion,freedom
of the press, protection against standing
armies,restrictionagainstmonopolies,the
eternalandunremittingforce of the habeas
corpuslaws, and trials by jury. . . ." Jef
fersonadded:a Bill of Rights is "what the
peopleareentitledto againsteverygovern
ment on earth, generalor particular, and
what no just governmentshouldrefuse,or
rest on inference." Madison resisted. "I
haveneverthoughtthe omissiona material
defect," he wrote Jefferson, "nor been
anxious to supply it even by subsequent
amendment.. . ."

Madison, however, came to realize the

Constitutionwouldn'tgainacceptancewith
out a bill of rights. The Constitutionwas
ratified in Delaware (December7, 1787),
Pennsylvania(December12th),NewJersey
(December18th),Georgia(January2, 1788),
Connecticut(January 9th), Massachusetts
(February 7th), Maryland (April 28th),
SouthCarolina(May 23rd),NewHampshire
(June21st), Virginia (June25th), and New
York (July26th),but theAntifederalistsstill
had some aces.They threatenedto cam
paign for a secondconstitutionalconven
tion, which Madisondidn't want.

Madison, elected a Congressman,be
camethekeyadvocatefor abill of rights.On
June8, 1789,heroseontheHousefloor and
presentedhis version. He declared: " ...
thosewho havebeenfriendly to the adop
tion of this constitution,may havethe op
portunity .of proving to those who were
opposedto it, that they were as sincerely
devotedto liberty anda republicangovern
ment. . . ." Madison led the debatesand
parliamentarymaneuveringwhich involved
conferencesbetweenHouse and Senate.
The Housevoted for the proposedBill of
Rights on September24, 1789, and the
Senatefollowed the nextday. Statelegisla
turesratified theBill ofRightsonDecember
15, 1791.

Madisonconceiveda limited role for this
new government."The powers delegated
by the proposedConstitutionto the federal
government,"he explained,"are few and
defined.Those... will be exercisedprin
cipally on externalaspects,as war, peace,
negotiationandforeign commerce.. . ."

Madison was shockedat how fast the
Federalists,led by PresidentWashington's
Treasury SecretaryAlexander Hamilton,
expandedcentral governmentpower be
yondthelimits hehelpedsetup. As earlyas
November1789,Madisonexpressedoppo
sition to Hamilton's recommendationthat
theself-interestof wealthyinvestorsshould
be linked to the central governmentby
issuing bonds-runningup a big national
debt.

Hamilton convincedPresidentWashing
ton to approvethe establishmentof a gov
ernment bank as a conveniencefor the



government,and Madison opposedit be
causethe Constitutiondidn't sayanything
about a bank. Indeed, the Constitutional
Conventionhadspecificallyrejecteda pro
posal that the federal governmentcharter
corporationssuchas a bank. Madisonre
jectedthedoctrineof impliedpowerswhich
he had previously advocatedduring his
campaignfor centralgovernment.Implied
powers,he declared,struck "at the very
essenceof theGovernmentascomposedof
limited andenumeratedpowers."

Countering the Federalists
MadisonbecamenearlyasradicalasJef

ferson. Both men praisedThomasPaine's
TheRightsofMan (1791),a clarioncall for
liberty which alarmed the Federalists.
Hamilton unleashednasty attacksagainst
Jeffersonin Philadelphianewspapers,and
Madisontogetherwith JamesMonroewrote
counterattacks.MadisondenouncedHamil
ton's view that the Presidentshouldhave
considerablediscretionarypower to con
duct foreign policy, evenif it undermines
Congressionalpower to declare war. In
1793,Madisonspokeoutagainstthemilitary
build-up soughtby the Federalists.Three
yearslater, Federalistswantedto suppress
American societies sympathetic to the
French Revolution, but Madison insisted
they were innocentuntil provenguilty of
somecrime. Federalistswarnedthataliens
posedgravedangers,while Madisonintro
duceda bill which madeit easierfor aliens
to becomeAmericancitizens.Madisonre
sistedFederalistdemandsfor highertaxes.
He denouncedthe Alien andSeditionActs
(1798), which empoweredthe government
to silence,evendeport critics. His was a
crucial,courageousvoice duringtheFeder
alist assault onliberty.

Jeffersonwon the 1800presidentialelec
tion, turning the Federalistsout, andMad
ison becameSecretaryof State for two
terms. Then Madisonwon the presidency
twice himself.Theseyearsweremarkedby
frustration as he gropedfor a way to dis-
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couragethewarringBritishandFrenchfrom
seizingAmericanmerchantships. He pur
suedanembargowhichbackfired,devastat
ing Americanport cities. He stumbledinto
the War of 1812, and the British torched
Washington,D.C.-retaliationagainstthe
UnitedStates,which hadtorchedToronto.
Demandsof wartimefinancespurredMad
ison to ask for higher taxesand a second
governmentbank,sincethe termof Hamil
ton'sbankhad expired.Madisonwas vin
dicatedon onepoint, though.He relied on
volunteers,not conscripts,andit wasAmer
ican privateers who ravaged the British
coastline,forcing theBritish governmentto
negotiate peace. London merchants
couldn't even get maritime insurancebe
tweenBritain andIreland.

Despitehis inconsistencies,Madisonout
lived all the otherFoundersandcontinued
expressingthe idealsof republican liberty.
As Jeffersonwrote in his most poignant
letter, February17, 1826: "The friendship
whichhassubsistedbetweenus,now halfa
century, and the harmonyof our political
principlesandpursuits,havebeensources
ofconstanthappinessto me....It hasalso
beenagreatsolacetome,tobelievethatyou
are engagedin vindicating to posteritythe
coursewe havepursuedfor preservingto
them, in all their purity, the blessingsof
self-government.. . . To myself you have
beena pillar of supportthroughlife. Take
careof me whendead,andbeassuredthat
I shall leavewith you my last affections."

Madison's time came a decade later
when,in early1836.,hebegansufferingfrom
chronic fevers, fatigue, and shortnessof
breath. On June27th, Madison wrote his
final words, abouthis friendship with Jef
ferson. During breakfastthe next day, he
suddenlyslumpedover and died. He was
buriedin thefamily plot ahalf-mile southof
his house.

For all their flaws, constitutionalchecks
and balancesendureas the most effective
meansever devised for limiting govern
ment-atributeto theinsight,industry,and
devotionof JamesMadison. D



Economicson Trial

What Do You Make of
This Graph?

by Mark Skousen

"It wasfelt that if the policy prescriptions
of the New Economicswereapplied,
businesscyclesas they hadbeenknown
would be a thing of the past."

-HymanP. Minsky, 19681

I n the 1960s, the heyday of Keynesian
economics, economistsspokeoptimisti

cally of an end to the dreadedbusiness
cycle. Thencamethe stagflationaryjolt of
the 1970s, the credit crunch and banking
crisis of the 1980s,andJapan'sdepression
of the 1990s.In short, the businesscycle
seemsalive andkicking.

Now, however,comesa graphrecently
publishedby the N�a�t�i�(�)�~�a�l Bureauof Eco
nomic Research(NBER) showingthat the
cycle hasbeentamedsinceWorld War II,
resurrectingthe "businesscycle is dead"
thesis.The graphis printedbelow.

According to theseGDP statistics, the
American economy has become more
stable since World War II. Expansions
are longer and slumps are milder. More
over, the trend appearsto be improving,
and someeconomistsare once again pre
dicting that recessionswill disappearal
togther.

Big Government:
Boom or Bane?

Sowhatdowemakeof thisgraph?I asked
an MIT economist,who immediately re
sponded,"Keynesianismworks!" Then I
askedaChicagoprofessor,who exclaimed,
"Monetarismworks!"

Canwe surmisefrom this graphthat big
government,as reflected in activist fiscal
and monetarypolicy, haspermanentlyre-

Source: Victor Zarnowitz, Business Cycles (NBER and University of Chicago Press, 1995), reprinted in The
Economist, Oct. 28, 1995.
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versedtheprewarupsanddownsof Amer
ica'sGDP?

Granted,therehave beensignificant in
creasesin the size and scopeof govern
mentpolicy sincethe 1940s-theintroduc
tion of so-calledautomaticstabilizers(un
employmentcompensation,federaldeposit
insurance,Social Security), the increase
in total governmentspendingto over 40
percentof GDP, and a resolveby federal
authoritiesto inflatein thefaceofanysignof
economic downturn or crisis. All these
policy changeshave createdan environ
mentthaterrson thesideof inflation, rather
thandeflation.And aninflation-biasedecon
omy is likely to give you more boom than
bustover the long term.

Of course,therecould be otherexplana
tionsfor a milder andlessfrequentpostwar
businesscycle:

-noworld war since1945;
-expandingfree tradeandglobalization,

whichtendsto ameliorateeconomicupsand
downs;

-improved methodsof inventory con
trol, thus minimizing fluctuationsin indus
trial output; and

-shifts in the economy away from
volatile agricultural marketstoward more
stable manufacturingand service indus
tries.2

The Cost of Artificial
Stability: LessGrowth

But thereis no free lunch. Interestingly,
greaterstability in the businesscycle has
alsocoincidedwith lessgrowth in thepost
war U.S. economy.Therehasclearlybeen
a seculardecline in the economicgrowth
rate, particularly the late 1960swhen the
size of governmentbeganto explodeup-

Dr. Skousenis an economistat Rollins College,
WinterPark, Florida 32789, andeditor ofFore
casts& Strategies,oneofthe largestinvestment
newslettersin thecountry.For moreinformation
abouthis newsletterandbooks,contactPhillips
PublishingInc. at (800) 777-5005.
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ward. According to real growth ratespro
vided by Milton Friedman, theU.S. econ
omygrewbetween3and4percenta yearin
inflation-adjustedterms between1869 and
1969,exceptduringthe1929-39depression.
However,since1969,theannualrealgrowth
ratefell to only 2.4percent,andlately, in the
1990s,therealgrowthratehasdeclinedeven
further.

What is the causeof this malaise?A
ubiquitous and unproductive state has
clearly left a hugeand growing burdenon
society. Governmentat all levels is stran
gling businessand individual initiative
throughexcessivetaxationand regulation.
Not surprisingly, most federal regulatory
agencies(EPA, OHSA, FDA, etc.) bur
geonedin the late 1960sandearly 1970s
thesametime thegrowthratebeganfalling.
It was also the time that the government
brokethelastlink to soundmoney(thegold
standard).

In sum, we must not fall into the trap
of supportingbig governmentbecauseof
its allure of economicstability anda safety
net. For stability may simply be a camou
flage for economiclethargy and a declin
ing standardof living. As Ben Franklin
remarked,"Thosewho would give up es
sential liberty to purchasea little tempo
rary safety, deserve neither liberty nor
safety."

Leviathan Is Not Benign
Before we join the "businesscycle is

dead" school,let us not forget that Levia
than is not benign. More than likely, it
will blunder again in the face of a world
crisis-whetherit be a financial panic, a
naturaldisaster,or a·war. As Adam Smith
once remarked,"There is much ruin in a
nation." According to the Austrian theory
of the businesscycle, as developedby
Ludwig von Mises and Friedrich Hayek,
monetary inflation does not simply raise
prices,but also de-stahlizesthe economy.
In a world of fiat moneyinflation andfrac
tional reservebanking,businesscyclesare
inevitable.
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Just becausewe have avoided another
GreatDepressionover the pastfifty years
doesnot guaranteethat we will avoid it in
thenextfifty years.TheU.S.economymay
be Depression-resistant,but it is not
Depression-proof. D

1. Quotedin Martin Bronfenbrenner,ed., Is theBusiness
CycleObsolete?(New York: Wiley, 1969),p. vi.

2. Someeconomists,especiallyBerkeleyeconomistChris
tina Romer,emphasizethis point andquestionwhetherthere
hasbeenmuchimprovementin postwarbusinesscycles.See
"The Postwar BusinessCycle Reconsidered,"Journal of
Political Economy, Feb. 1989. However, even accepting
Romer'srevisedGDPfigures,ahugedifferenceexistsbetween
prewarandpostwarbusinesscycles.

THE LUSTRE OF GOLD

W hy is the gold standardviewedwith disfavorby many?
What is it thatcausespoliticiansandeconomists,such
asJohnMaynardKeynes,to disparageanddecrya

monetarysystemwhich hasbeenman'sstandardfor thousandsof
years?

Thegold standardis a monetarysystemin which gold is proper
moneyandall papermoneysaremerelysubstitutespayablein
gold. It is asold asman'scivilization. Throughoutthe agesit
emergedagainandagainbecausemanneededa dependable
mediumof exchangeandgold wasfound to besucha medium.

The gold standardthatbuildson freedomdoesnot fail of its own
accord. Itspringseternallyfrom freedombut succumbsto force
andviolence. Its implacableenemyis governmentin searchof
morerevenue.

Theseventeenessaysin this collectionexaminethe rejectionof
gold, the historyof the gold standardandprivatecoinagein the
UnitedStates,andthe prospectsfor monetaryreform.
ContributorsincludeHansF. Sennholz,Mark Skousen,Henry
Hazlitt, Elgin Groseclose,RobertG. Anderson,andLawrenceW.
Reed.

150pages+ index $14.95paperback
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Albert Speer:His Battle With Truth
by Gitta Sereny
Alfred A. Knopf. 1995• 757 pages.$35.00

Reviewedby BettinaBien Greaves

Eversincetheappearancein 1944ofF. A.
Hayek'smasterpiece,TheRoadto Serf

dom, it has beengenerally acceptedthat
it is always"the worst" who get to the top
in an interventionist/socialistsociety. But
sodo someof thebestandthebrightest.We
know about thethugsandsadistswho sur
roundedAdolf Hitler. But architectAlbert
Speerwas alsocloseto Hitler. Yet he has
gained the reputation of being different
somehow-intelligent,betterthan the oth
ers, and not directly involved in the Nazi
cabal.

SpeerwasamongthetopNationalSocial
ists put on trial at Nuremberg.There he
incurredthe wrath of his co-defendantsby
blamingHitler andadmittingpersonalguilt
for having contributedto his evil regime.
This sincerity on Speer'spart may have
savedhim from the hangman'snoose,for
whenthepenaltieswereannounced,hewas
not condemnedto death, but "only" to
twenty yearsin Spandauprison.

In his two books(Inside the Third Reich
andSpandau),bothbasedon noteswritten
in prison and smuggledout, he portrays
himselfbasicallyas "unpolitical" andgen
erally unawareof the Nazi atrocities.But
now to sethistory straight,we haveGitta
Sereny'saccount.

Sereny, Austrian-born, educated in
France and England, and married to an

1 Gitta Sereny'sfather died when shewasjust
two yearsold. Sheand her older brotherwere
raisedby their mother,Margit HerzfeldSereny,
in chaotic, inflationary Vienna of the 1930s.In
1938 their mother remarriedand becameMrs.
Ludwig von Mises. As a studentand friend of
ProfessorandMrs. Mises,I cameto know Gitta
personally.
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American, has lived for years in London
andis a British joumalist.1 Into ThatDark
ness,her book about Franz Stangl, Nazi
Commandantof the Treblinkadeathcamp,
attracted Speer'sattention when it was
published.He wrote Serenyin 1977, and
after somecorrespondenceand monthsof
lengthyphonecalls, they collaboratedon a
profile of him for theLondonSundayTimes
Magazine.They spentalmostthreeweeks
in conversationworkingontheprofileandin
thecourseof this decidedto work together
on a book.

Under Sereny'srelentlessquestioning,
Speerexploredthepast,trying to discover
the truth which he hadunconsciouslykept
hidden even from himself. Serenygained
respectfor his sincerity in his personal
"battle with truth." Four years into their
relationship,in September1981,Speerdied.

Sereny decided to complete the book
alone and provedherselfa skillful sleuth.
Sheinterviewedeveryfriend andassociate
of Speer'swho agreedto seeher. In time
Serenyfound out a greatdealaboutSpeer,
hislife, family, friends,emotions,ideas,and
the Nazi regime. This prodigiously re
searchedbook is. a remarkable tour de
force-it is biography,history,psychoanal
ysis, anddetectivestory all combined.

Speerwasbright, ambitious,hard-work
ing, andenergetic,but by his own account
notaparticularlybrilliant architect.Yet, he
wasanexceptionalperson-capable,disci
plined,thoughtful,conscientious,resource
ful, and talented,as evidencedby his ac
count of how he survivedtwenty yearsof
confinementat Spandau.But he was also
aloof,self-centered,proud,andincapableof
closefriendship.

Speer'searly successbeganwhen, after
completingin record time a couple of as
signmentsfor the NationalSocialistParty,
he came to Hitler's attention. Hitler, a
frustratedarchitecthimself, felt drawn to
this attractive young architect and Speer
soonbecameone of Hitler's inner circle.
Speerwas seducedin large part by the
opportunitiesHitler gave him to fulfill his
architecturalambitions-todesigngrandi
osestructures,spectacular paradegrounds,
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elaborategovernmentoffices,andeventhe
entire city of Berlin with a massivetrium
phal archandan ostentatiousdomedhall.

In the summerof 1941, however,Speer
turnedto warwork anderectedfactoriesall
overEuropefor warproductionandair raid
shelters. He also directed the repair of
bomb-damagedtransport facilities in the
conqueredEast. Then in February 1942,
Speerwas namedHitler's Minister of Ar
maments and Munitions Production.
Speer'sefficiency in planningandorganiz
ing production, which had been demon
stratedin his constructionprojects,made
him invaluableto thewareffort. Hebecame
No.2 in Germanyin terms of power and
authority.Thus Speer,oneof the bestand
brightest,joined the "worst" at the top of
the Nazi �h�i�~�r�a�r�c�h�y�. As Minister of Arma
ments he had to use great ingenuity to
acquireworkers and keep armamentpro
duction going during the war. Millions of
forcedlaborerswerebroughtfrom theeast,
from concentrationcamps,and from Ger
man-occupiedterritories to work long
hours, often underdreadful conditions,in
theplantshewillingly controlled.His useof
forcedlaborwas the basisfor the principal
chargeagainsthim at Nuremberg.

In spiteof his powerfulpositionsandhis
closeassociationwith Hitler, Speerclaimed
at Nurembergthathe hadalwaysremained
ignorantof mostof the Nazi crimes.Mter
Kristallnacht (November 9, 1938) when
Jewishsynagogues,shops,andhomeswere
burned, he admittedonly to having been
disturbedby the disorderof broken win
dowsandsmolderingbuildings;he claimed
no knowledgeof whatsuchmaltreatmentof
the Jews foretold. He admitted that he
shouldhaveknownbut, teflon-coatedto the
end,hesucceededin convincinghimselfand
others that he had known little about the
Nazi brutalities.

Serenywas determinedto discoverthe
true extent of his knowledge about the
maltreatmentof forced laborersandabout
the persecutionand exterminationof the
Jews and other minorities. She became
convincedthat he wasconcealingthe truth
evenfrom himself. For weeks,with his too

pat answersto all such questions,well
honed and practicedover years, he suc
ceeded.Only at the very enddid sheferret
out a confessionfrom him which, shebe
lieved, if statedat Nurembergwould have
condemnedhim to death. D
Mrs. Greavesis FEE's residentscholar.

Noah'sChoice:The Futureof
EndangeredSpecies
by CharlesC. Mann and
Mark L. Plummer
Alfred A. Knopf. 1995• 336pages.$24.00

Reviewedby Doug Bandow

For somepeople, nature is sacred.To
them,little is moreimportantthanpre

servingbiodiversity-thegreatexpanseof
animalspecies.For instance,in theview of
PaulandAnneEhrlich, extinctionsmustbe
stoppedbecauseof their "religious" con
viction "that our fellow passengerson
SpaceshipEarth... havea right to exist."

A cynicmightsaythatif animalshavethis
right, let themassertit. But theydon'thave
to, sincethe federalgovernmentcurrently
doesso for them throughthe Endangered
SpeciesAct (ESA). The result has been
costly: economicgrowthforeclosed,draco
nian mitigation proceduresimposed, and
privatepropertyeffectivelyseized.Ofgreat
estconcernmay be the devastatingimpact
on people'sliberty. For example,develop
mentof largestretchesof propertyaround
Austin,Texas,groundto ahaltaftertheFish
and Wildlife Service listed the golden
cheekedwarbleras "threatened." Whena
rancheraskedif he could cut a coupleof
posts to fix his fence, one agencyofficial
responded:"We can'tgeneralize.We have
to do it onacase-by-casebasis.You'll have
to contactus."

Into the emotional issue of endangered
speciesdelveCharlesMannand MarkPlum
mer, sciencejournalist and economist,re
spectively. The result is an entertaining
book that mixespolicy analysiswith snap-



shotsof the actual impact of government
policieson communitiesacrossAmerica.

Estimatesof the numberof discovered
speciesrangeas high as 1.8 million, "but
one cannot be sure," explain Mannand
Plummer.Thenumberofundiscoveredspe
cies is almost certainly higher-between
two andfour million arecommonestimates.
Butsomescientiststhink thetotalnumberof
insectsalonecouldbesix million. As Mann
andPlummerput it, "ourplanetis stuffedto
burstingwith life."

An inevitableresult of so much life is a
certainamountof death.Speciesdo disap
pear-mostspectacularlythe dinosaurs.
Man didn't start the extinction process,
thoughhis impacthasbeensignificant.

At what rate man kills is in dispute.
Apocalypticsabound:ThomasLovejoy of
the World Wildlife Fundpredictsthat fully
one-quarterof the earth'sspeciescould be
eliminatedby the year 2025. ThomasEhr
lich evencontendsthat "Homo sapiensis
no more immune to the effects of habitat
destruction"thanany othercreature.

However,as with suchcontroversiesas
global warming and ozone depletion, real
scientists are increasingly weighing in
againstthe scaremongers.Many are genu
inely concerned,but neverthelessreject
hysteria.ObserveMann andPlummer:

Is the extinctioncrisis, then, a chimera,the
figment of somebiologists'imagination?The
answeris morecomplexthana simpleyesor
no. Extinctionratesaresurelyontherise,but
thenumberofverifieddisappearancesis atiny
fractionof themultitudeof speciesthoughtto
exist. . . . We needmuch more evidenceto
believethat the world is in the midst of an
immediateextinctioncrisis.

Speciespreservationis not cheap.The
problemis muchmorethandenyingprofits
to wealthy developers.It involves every
one's quality of life. Mann and Plummer
begin their book with Oklahoma'sNico
phorus americanusburying beetle, which
heldup constructionof a roadconnectinga
communityof poor ChoctawIndians to a
hospital.Whois to saythattheprotectionof
this one of perhapssix million insectswas
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moreimportantthanthehealthandcomfort
of severalthousandimpoverishedpeople?

The federal government, that's who.
Thereareseveralimportanttechnicalissues
involving the implementationof the ESA,
the history of which Mann and Plummer
relatein fascinatingdetail. But morefunda
mentalis the question:why? Why work so
hard to preservespeciesat all? Mann and
Plummerneatlydebunkthe practicalargu
ments,suchasthepotentialfor developing
new, life-savingcuresfor diseases.

Therealissueis whatMannandPlummer
call the Noah Principle: "Because it's
there." Purists want to protect anything
that exists. In contrast, the public likes
whatcanbebesttermedcharismaticmega
fauna: eaglesand elephants,for instance.
Most creatures,like buryingbeetles,gener
ateno public support.Thentherearevari
etiesof life that mostpeoplewould prefer
to kill, like the speciesof monkeyin which
the AIDS virus is thought to have first
developed.

MannandPlummercall for balance.They
warn: "We mustchoose,a nerve-wracking
selectionamongpraiseworthyendsthathas
tragicovertones,andsometimestragiccon
sequences."TheESA does·notallow us to
make such choices, however. Although
it intends to enact the Noah Principle, it
has failed, despite its enormouscost. It
hasnot haltedthe declineof species,with
successfulremovalsfrom the endangered
list outnumberedone-hundredfoldby addi
tions.

Thus, the authors make a number of
practicalproposals,the most importantof
which is to sharplyreducethe legal duties
imposedonownersofpropertywith wildlife
habitat. Where the governmentwants to
preservehabitat, it should purchasethe
property-somethingalreadydone by pri
vate groupslike the NatureConservancy.
Forcingthegovernmentto paywould force
it to trade off the protection of species
againstother,competinggoals.

The environmentmatters,including the
diversityof species.But man,too, is partof
the environment.Federalpolicies mustbe
changedto betterreflect this reality, some-



186 THE FREEMAN • MARCH 1996

thing much more likely to occur if policy
makersreadNoah'sChoice. D
Doug Bandowis a Senior Fellow at the Cato
InstituteandtheauthorofThePoliticsof Envy:
StatismasTheology(Transaction).

The Sword of Imagination: Memoirs of
a Half-Century of Literary Conflict
by RussellKirk
William B. EerdmansPublishingCompany.
1995• 514pages.$34.99

Reviewedby William J. Watkins,Jr.

Russell Kirk (1918-1994)was proof of
the powerof individuals. Kirk's influ

ence on the blossomingof contemporary
American conservativethought cannotbe
measured.His 30booksoneverythingfrom
economicsto historywill inspiretheir read
ersfor yearsto come.

Kirk's final work, completedshortly be
fore hisdeathin April 1994,ranksamonghis
best.TheSwordofImagination:Memoirsof
a Half-CenturyofLiterary Conflictcontains
his entertaining and informative rumina
tionsspanningthe 1920sto the 1990s.It is a
personalchronicleof tumultuoustimesthat
anyoneinterestedin ideasshouldnot miss.

How RussellKirk, enemyof omnipotent
government,becameinterestedin ideasand
beganhis highereducationis indeedironic.
As his secondaryeducationdrewto aclose,
Kirk felt hehadhadenoughformal learning.
Fortunately,he waspersuadedby his high
schoolprincipalto applyfor ascholarshipto
MichiganStateCollege.Soasnot to appear
rude to the principal, Kirk appliedfor and
wonascholarshipthathereallydidn'twant.
"Off he went to collegeagainsthis will,"
writes Kirk in the third personthathe uses
throughoutthe work, "havingnothingbet
ter to do duringtheRooseveltRecessionin
1936...." Hence,we cancredit the New
Deal and its ruinous economicpolicies as
theimpetusbehindthecareerof oneof this
century'sgreatmenof letters.

The year after he finished his formal
educationwith a Doctor of Lettersdegree
from St. Andrews in Scotland,Kirk pub-

lished his most influential book, The Con
servativeMind. He wenton to becomeone
of the intellectualleadersof the conserva
tive movementas he clearly delineatedits
principles. The America of the 1950swas
still very muchFDR's America. Voices of
oppositionto statistpolicieswerenot wel
comed,muchlessunderstood.

Kirk describesthe nominationof Dwight
Eisenhowerby the Republicanconvention
in 1952asanenormoussetbackfor conser
vatism. Had the delegatesnot betrayed
SenatorRobert A. Taft, whom Kirk de
scribesasthe true leaderof thepartyat the
time, "theUnitedStatesmighthaveentered
early upon far-reachingconservativemea
sures.. . ." So insteadof the repealof the
New Deal, the United Statesgot the inter
statehighway system.Defeatsof principle
like this are one reasonwhy Kirk almost
titled TheConservativeMind, The Conser
vatives'Routinstead.

The publication of The Conservative
Mind wasa watershedevent.It helpedgive
coherenceto an inchoateoppositionto the
fadsofmodernity.Thebooksparkeddebate
andrevivedinterestin suchseminalthinkers
asJohnC. CalhounandJohnAdams.Now
in its seventhedition,thebookcontinuesto
inspirethoughtin newreadersaswell asold.
It is destinedto becomepartof ThePerma
nentThingsthat Kirk loved so dearly.

Ofcoursehismemoirsdon'tstopwith The
ConservativeMind. Kirk goesonto recount
howthepoliticalclimateofthenationslowly
changed."The Remnanthe hadaddressed
had grown in numbers," writes Kirk ap
provingly, "now and again it had takena
town or a castle." Though it would be
presumptuousto credit Kirk for the victo
ries,his influenceshouldnotbegivenshort
shrift. RussellKirk madean enormousdif
ferencein the intellectualenvironment.

Kirk's memoirsareanhonestandenlight
ening accountof the intellectualbattlesof
the pasthalf-century.The SwordofImagi
nationis testimonyto a life lived in defense
of principle. It is a properfarewell from a
giant of our times. D

Mr. Watkinsis assistanteditorofTheFreeman.



The SolzhenitsynFiles
Editedandwith an introductionby
Michael Scammell
edition q, inc.• 1995• 470pages.$29.95

Reviewedby RobertBatemarco

, 'Freedomwithout a literature is like
healthwithout food. It just cannot

be. To be sure,the yearningfor freedomis
deepin theheartsofmen,eventheslavesof
the Soviets.But the yearningcanturn into
hard,numbdespairif the faith uponwhich
freedomthrivesis notrevivified from timeto
timeby referenceto its philosophy.It is not
without reason that the communistsdo
awaywith writers on freedom...."

Sowrote FrankChodorov,formereditor
of The Freeman,over 40 years ago. The
storyof AlexanderSolzhenitsynprovidesa
casein point. Michael Scammellskillfully
teasesout thatstoryfrom over150recently
declassified documentsfrom Soviet ar
chives. The only thing that detractsfrom
thedramaof theeventsdescribedthereinis
thatmanyof usalreadyknow howit turned
out. For thosereadersnot familiar with the
wholeaffair, Scammell'sexcellentintroduc
tion placeseverythingin context.Thebook
covers a 17-yearperiod starting with the
beginningof theendof Nikita Khruschev's
thaw in 1963 throughSolzhenitsyn'sbeing
awardedtheNobelPrizein literatureandhis
yearsof exile.

In between,we are treatedto a fty-on
the-wall view of SovietPolitburoagonizing
over how to stop Solzhenitsyn's searing
criticism of the Sovietsystemwithout pro
vokingadversereactionfrom theWest.The
alternativesthey considerrangefrom "ed
iting down" his works to thepoint of elim
inating their appealabroadto trying and
imprisoninghim. They eventuallysettleon
exile and revocationof his Soviet citizen
ship.

It is enlighteningto hear firsthand the
Politburo'smorbid fear of criticism, their
straitenedviews of free expression(' 'the
Sovietwriter will gohis ownway. Together
with theParty''), theextentof theirsurveil-
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lanceactivities (knowing wherehe shops,
what he spends,andrecordinghis conver
sationswith his children),their attemptsto
discredithim evenafter his expulsion,ac
cusinghim of employingsomeof their very
own modus operandi ("lies, juggling of
facts, intentional distortion of the truth,
etc.") and being out of touch with reality
(KGB headand later party chairmanYuri
Andropov claims, "there are indications
that domesticand foreign policies of the
Partyenjoytheunanimoussupportofall the
Sovietpeople," for instance).

We alsohearfrom Solzhenitsynhimself,
in his courageousletter to the FourthCon
gressofSovietWritersaswell assomeofhis
seizedmanuscripts.We can see for our
selvesthe qualities of mind and character
whichmadehim sucha threatin theeyesof
the Soviets.Contrastthe prescienceof the
following statementwith theself-delusionof
theAndropovquotecitedabove:"This is a
governmentwithout prospects.They have
no conveyorbelts connectingthemto ide
ology, or the masses,or the economy,or
foreign policy, or to the world communist
movement-nothing.The levers to all the
conveyorbeltshavebrokendownanddon't
function. They can decide all they want
sitting at their desks.Yet it's clearat once
that it's not working. You see?Honestly,I
havethat impression.They'reparalyzed."

Althoughthedocumentsincludedhereof
necessityreflect the Party's perspective,
most readerswill take them not at face
value, but rather as a glimpse into the
pathologyof power. The lessonof the de
mise of that poweris that nothing is more
effective in curing its pathology than the
truth. D
In addition to editing the book review section
ofThe Freeman,Dr. Batemarcois a marketing
researchmanagerin NewYorkCity andteaches
economicsat MarymountCollegein Tarrytown,
New York.
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Ayn Rand:The RussianRadical
by Chris MatthewSciabarra
PennsylvaniaStateUniversity Press.1995•
477 pages.$55.00cloth; $18.95paperback

Reviewedby David M. Brown

Muchto my surprisethe authorof Ayn
Rand: The RussianRadical, a com

prehensivenewstudyofRand'sthoughtand
itsgenesisin Russianculture,haspersuaded
me that somethingcalled ' 'dialectics', is
integral to Ayn Rand's philosophic ap
proachandcrucial to its success.

RussianRadicalis adifferentkind of look
at Ayn Rand,a full-fledged "hermeneutic"
onthecontours,development,andinterpre
tation of her thought. Not to fear. Chris
Sciabarrais a visiting scholarat New York
Universitywho easilydeployscrypto-post
modernistscholarlylingo, but he doesnot
seemto be entirely depraved.His funda
mental sympathywith Rand's thought is
obvious; and clearly, Sciabarrawants to
convey its complexity and power to an
academicaudiencethathasoftendismissed
Rand'srationalegoismandlibertarianismas
polemicalandshallow.

Sciabarrawantsto approachObjectivism
"as an evolved responseto the dualities
Randconfrontedin SovietRussia.Although
sherejectedboththemysticismof Russia's
religious traditions and the secularcollec
tivism of the RussianMarxists, she none
theless remained a profoundly Russian
thinker." Theauthorargues,"Rand'sRus
siannaturewasnot reflectedmerely in her
heavyforeign accentor in the lengthof her
novels.ShewasRussianin morefundamen
tal ways. In the sweepingcharacterof her
generalizations,andin herpassionatecom
mitment to the practical realizationof her
ideals, Rand was fully within the Russian
literaryandphilosophictradition." Thehis
torical inquiryandspeculationaboutRand's
Russianrootsis coreto Sciabarra'sproject.
As political scientistand intellectualhisto
rian, his goal in the book is not to evaluate
thevalidity ofRand'sradicalideas(although
his analysisis frequentlysuggestiveon that

score)but to interpretthemin their histor
ical context.

After examining the historical back
ground in Russia, Sciabarragoes on to
considerhowRand'sdialecticalrejectionof
dualism,as a"by-product" of herRussian
heritage, saturatedevery aspect of her
thought. From this angle he dissectsthe
systemicrelations of being and knowing,
ethics,art, politics, sex, and "history and
resolution," critically illuminating not only
Rand'sown thought but also its develop
ment and amendmentin the handsof her
followers, orthodox and non-orthodox
alike. At everystep,Sciabarra'sscrupulous
scholarship,dispassionatetoneanddialec
tically dynamicargumentarecalculatedto
render Rand as palatableas possible to
serious academicconsideration.But the
bookis notaimedonly atacademics.It also
invites thosewho alreadyappreciateRand
to considerher thoughtanew.

Randhasrepeatedlybeenreadas a kind
of' 'vulgar" Nietzscheanegoistherself.But
true to her non-dualism, Rand's mature
theory in fact transcendsthe false alterna
tive of sacrificing one's self to others or
sacrificingothersto one'sself. Sherejects
not only the masochismof conventional
altruism but the sadismof conventional,
other-trampling"egoism." To pursueone's
long-range interests rationally, one func
tions as neither master nor slave. Rand
vividly illustrates these themes in her
novel The Fountainhead, in which the
Nietzscheankinds of egoistare contrasted
with the more independent-minded,self
sufficient Howard Roark. Roark succeeds
by earningthe trustandrationalagreement
of others,andby tradingvalueswith them,
not by gettinganyone'sself-sacrificialsub
mission(despitedramaticopportunitiesto
do so).

Sciabarra'sinsight into the import of
Rand'sintegrative,contextualistdialecticis
partof whatmakeshis bookdistinctiveand
challenging.His methodologywill be con
troversial,and hereI cannotbegin to sug
gest its playing out in the skein of the
"hermeneutic."I takehis understandingof
Randiandialecticto be somewhatproblem-



atic as enunciated,less so as applied in
Sciabarra'sactual interpretationof Rand.
Thereis roomfor muchmorecontroversy,
too: for example,in Sciabarra'scomparison
ofRandto otherthinkers,includingprovoc
ative wonderingabout,say,whetherRand
may havepickedup her emphasison pro
ductivework from Karl Marx. In termsof
sheer new information, the material on
Rand's educationis invaluable, but of a
necessarilyspeculativecharacter.

SciabarraalsorehabilitatesRand'sadvo
cacyof limited governmentandrepudiation
of anarchismas an expressionof her non
dualistic, dialecticalapproach(and, yes, it
turnsout thatanarchismreally is "context
dropping"). He reconstructsRand'sanaly
sis of power relationson the interlocking
personal,cultural, and"structural" levels,
andnotesthathercapitalistidealis setforth
as "the only socialsystemthat makespos
siblea triumphoversocialfragmentation."

The Aristotelian philosopher Henry
VeatchhasaskedwhetherObjectivismwill
everbeacademicallyrespectable.Thatfor
merlyopenquestionmustnowbeanswered
with an unequivocal"Yes," inasmuchas
Chris Matthew Sciabarra'sprofound and
subtle study has made it inevitable. But
more important, Ayn Rand: The Russian
Radical is a fundamentalchallengeto ev
eryoneto reassessthe remarkablethought
of a remarkablewoman. D
Mr. Brown is a freelancewriter.

Payback:The Conspiracyto
DestroyMichael Milken and
His FinancialRevolution
by Daniel R. Fischel
HarperCollinsPublishers.1995• 326pages.
$25.00

Reviewedby GeorgeC. Leef

Daniel Fischel is eminentlyqualified to
write a book on the attackon Michael

Milken and the changeshe wrought in the
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financial world in the 1980s. Fischel is a
professorof law at the University of Chi
cagoandalsoan expertin financeandthe
securities markets. He writes fearlessly,
taking politicians, journalists,judges,and
prosecutorsto taskfor their ignorancebut
mostly venality in the entireaffair. And in
thecourseof it all, thereaderlearnsagreat
dealabouttheworld of finance,particularly
the benefitsof corporaterestructuringsfi
nancedby high-yieldbonds.Any bookthat
accomplishessomuchgooddeserveshearty
praiseindeed.

The root of a vast amountof economic
goodandhis own success(andlaterdown
fall) wasMichaelMilken'sinsightthatthere
was a great untappedreservoirof capital
availableto entrepreneursin "junk" (more
appropriatelycalled "high-yield") bonds.
Thesearebondswith a higherrisk of non
repayment than investment-gradebonds
anda correspondinglyhigherinterestrate.
Wall Street traditionally looked down its
noseat such securities;the bond markets
werefor thebluechips.Thosewho wanted
to borrowlargequantitiesofcapitalfor risky
ventureshada very hard time doing so.

MichaelMilken changedthat.Workingat
aninsignificantNewYork investmentbank,
Drexel Burnham Lambert, Milken con
vincedmanagementto allow him to givehis
theory a try. Beginningwith its first high
yield bonddealin 1977,Drexelswiftly rose
to prominencein the industry.

In creatingthis successatDrexel,Milken
alsomademanyenemies.In sellingbillions
worth of junk bonds,Milken angeredthe
Wall Streetpatricians.Wall Streetetiquette
was that on big underwritings, the lead
underwriter would form a syndicate to
spreadthe risk and sharethe fees. Drexel
rarely everdid this. Milken alsomadeene
miesof theold-line Fortune500executives
who felt threatenedby the emergenceof
competitorsfor controlover their corpora
tions.

One of the book's virtues is Fischel's
ability to settherecordstraightaboutfinan
cial dealings, such as leveragedbuyouts,
which havebeensodemonizedin thepress
that mostof thepublic believesthemto be
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no different from pillage. But all the
"raiders" were doing was competingfor
controlby purchasingstock.In the '70sand
'80s, there were many overextendedand
ineptly run corporationsin the country.
Thatmadeit possiblefor the takeoverspe
cialiststo profit by takingcontrol,replacing
complacentmanagementteamsand selling
offpartsof thecorporationthatdidn't fit in.
In the free market,you don't makemoney
by destroyingthings. When the "raiders"
made money, they did so by increasing
efficiency.

The destruction of Michael Milken,
Drexel, anda hostof otherfirms andindi
viduals was accomplishedby the use of
prosecutorialtacticsthatarethe twentieth
centurycounterpartsof therack.Thepros
ecutorswere out to make big namesfor
themselvesby bringing down the high and
mighty. Many of theconvictionswerelater
reversedby the SecondCircuit Court of
Appeals,but that wasback-pagenews.

Justwhatwasit thatMilken hadsuppos
edly done?Fischelwrites, "After the most
thorough investigationof any individual's
businesspracticesin history, the govern
ment came up with nothing. In fact, the
governmentneverestablishedthatMilken's
'crimes' were anythingother than routine
business practices common in the
industry."

Milken would eventuallypleadguilty to
six felonies.Fourof themwerein conjunc
tion with an alleged"stock parking" deal
betweenMilken and Ivan Boesky. Stock
parkingis a harmlesspracticewherebyone
individualpurchasesandholdssecuritieson
behalfof anotherunderan agreementthat
thetrueownerwill laterbuybackthestock,
takingall gainsor losses.TheSECregulates
stockparking,however,sothatit will notbe
used to evadeother regulations.The so
called crime was over a failure of record
keeping.Suchviolations had neverbefore
beentreatedasanythingbut a minor regu
latory infraction. Milken had in all proba
bility, Fischelconcludes,not evencommit
ted the offensescharged."Felonies" five
and six were likewise feeble, more proof
that the SEC'sregulationis absurdlyover-

blown thanasan attackon the integrity of
the financial markets.

If the caseagainstMilken was so weak,
why did hepleadguilty? Theansweris that
thegovernmenthadalsoindictedMichael's
brother,Lowell, who had no involvement
with anyof thecountsin theindictment,but
wasusedby the governmentto increaseits
leverageagainstMichael. He knewthat the
government could and would ruin his
brotherif he didn't cooperate.One of the
mostdisturbingfactsthatFischelbringsout
is how easy it is for the governmentto
coqjureup allegationsof securitieslaw vi
olationsand use the threatof prosecution
to force people'shands.Guilt isn't neces
sary. The prospectivefinancial and emo
tional costsof a trial are sufficient to bend
mostpeopleto the government'swill.

After Milken's coercedguilty plea, nu
merous demagogic politicians piled on,
claiming that he was responsiblefor the
savingsand loan crisis that had becomea
majorpolitical andfinancial debacleby the
late '80s. Milken madethe perfect scape
goat. Congressenacteda law forcing re
mainingS&Ls to divestthemselvesofown
ers.hip of all junk bonds. Fischel's
discussionof the facts of the S&L crisis is
excellent, refuting numerous popular
myths, and his analysisof the destructive
effectsofforcingstill-solventS&Ls todump
their junk bondportfolios is razorsharp.

Fischel sums up the campaignagainst
MichaelMilken this way: "Milken's down
fall provesonly that the government,with
its unlimitedability to harassandchangethe
rules in the middle of the game, is more
powerful thanany individual. . . . The un
holy allianceof thedisplacedestablishment
and 'decadeof greed'rich-haters,aidedby
ambitious but unscrupulousgovernment
lawyers... combinedto destroyhim. The
wholeepisodeis anationaldisgrace." Read
this excellentbook and see if you don't
agree. D
Mr. Leefisan adjunctscholarat the Mackinac
Center,Midland, Michigan, andlegislativeaide
to stateSenatorDavid Honigman.



To RenewAmerica
by Newt Gingrich
HarperCollinsPublishers.1995• 260 pages.
$24.00

Reviewedby WesleyAllen Riddle

'TV RenewAmericais agoodbookworth
..1. reading.That said, onehastensto add
that it is not a profoundbook; moreover,
it is not as good as it should have been.
Indeed,while the book is provocativeand
far superiorto anythingon theothersideof
theideologicalaisle,it lacksdepthandeven
coherencein someplaces.To RenewAmer
ica fails to developtheessentialphilosoph
ical groundworkfor cultural and spiritual
renewalor theeconomicandpolitical ratio
nalefor anyothertype. Theargumentation
is built on platitudesandanalmostboyish,
naiveoptimism.Hencethebookdoeslittle
to achievethepurposeimpliedby its title. It
leavesthe seriousreaderannoyedlydisap
pointed.

Gingrich writes insteadfor popularcon
sumption.His style is straightforwardlike
the conservativetalk radio commentaryhe
celebrates.There is nothing inherently
wrongwith theapproach,but theapproach
is persuasiveas opposedto reasoned.To
RenewAmericadoesgive the readersome
heavydosesof commonsense,an increas
ingly uncommoncommodity. The book's
treatmentof welfareandhealth-careissues
is particularlygoodin this regard.Gingrich
alsowrites lucidly aboutthe wrongheaded
nessof the currenttax code,aswell asthe
incessantrunningofbudgetdeficits.Butfew
conservativesandlibertarianswill takethe
simplistic and programmaticapproachin
this book as seriouslyas the liberals.

Gingrich is at his bestwhen he explains
history. The former history professorpre
sentsa clearexpositionof whatamountsto
anemergingneoconservativerevisionistin
terpretationof the modernperiod. Slowly
but increasingly,this newschoolof thought
is also affectingestablishedacademe.Gin
grich assessesthe American predicament
todayas one of cultural disintegrationand
civilizationaldecline.In Reaganesquefash-
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ion, heassertsit is within ourpowerto mold
the future-to succumbor forge aheadto
warda boundlessbounty. "To renewor to
decay"-thatis thequestion.Gotproblems?
Takesix stepsandall will bewell whenit's
morning again in America: (1) reassert
Americancivilization; (2) accelerateentry
into the Third Wave Information Age; (3)
becomemorecompetitivein theworld mar
ket; (4) replacethe welfare state with an
opportunitysociety;(5) decentralizepower
by shifting it to states,locales,andindivid
uals;and(6) balancethe federalbudget.

Few would disagreeper se with the six
steps,which arereally goals. Manyshould
bea bit wary, however,becauseeverystep
entailinganactiveverbabovealsoemploys
the agencyof the federalgovernment.Gin
grich revealsa so-calledpragmaticconser
vatismin thebook,which smacksof means
justifying ends.Eventhe stepto decentral
ize power is a bit disingenuous,since he
doesnot predicatehis argumenton consti
tutionalismor morality.

Gingrichpicturesa kind of political inter
net, in which the devolutionof powerplan
goesout throughthe modemof centralized
statepolicy. The policy exists as long as
Republicanshappento be in charge-and
while everyonebehaves.Jack Kemp has
identifiedthiscentralinconsistency,namely
the faith that individuals must be empow
eredbut also harnessedto inexorablehis
torical forces such as technology(helped
alongby government).

Wavesdon'tmakehistory. Peopledo. In
the final analysis,To RenewAmericalacks
imagination,evenasit sportsafuturisticand
sometimesfar-fetchedvision. Gingrichcon
ceivesof everyonemarchingto the beatof
the same Third Wave Information Age
drummer. By doing so, he fails to give
people proper credit for their ability to
envisionandpursuestill greaterpotentiali
ties. He alsofails to acknowledgepeople's
naturalright to chooseoneoracombination
of such-orto reject themall. D
WesleyAllen Riddle is AssistantProfessorof
History at the United StatesMilitary Academy,
WestPoint, New York, whereheteachestheelec
tive coursein theAmericanpolitical tradition.
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