
IDEAS ON LIBERTY 

OCTOBER 1956 

Trade Union Crisis Colm Brogan 3 

No Rights without Property Rights Frank Chodorov 11 

Two Directions at Once Leonard E. Read 15 

Addiction Is an Illness Herbert Berger 21 

What Price Socialism? Ben Moree// 26 

Equality Reginald Jebb 30 

Why Wages Rise : 

8. The Cost of Being Governed F. A . Harpe r 34 

Risk Capital- Key to Progress William H. Peterson 40 

Social and Financial Responsi bility Guaranty Survey 44 

A Reviewer's Notebook . John Chamberlain 49 

Other Books 52 

Letters 60 

THE FOUNDATION 

FOR ECONOMIC EDUCATION, INC. 

Irvington-on-Hudson, New Yorlc 



OUR BUSINESS IS SERVICE 

Few are the companies, so much 
a part of America's daily life, 
where the acceptability of the 
product or service is so largely 
dependent upon the personal per
formance of so many of its people. 
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-skills that benefit everyone, every
where. Most Americans have, at 
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received something- a trunk, a gift 
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do, you're enjoying the benefits of 
the world's most complete and 

efficient transportation service. 

Much of what you wear or use, and 
much of the food you eat, is trans
ported by Railway Express at one 
stage or another in its production 
or distribution. REA serves every 
industry ... and, directly or in
directly, nearly every home. 

Continuing progress in service to 
the public has made Railway 
Express an institution deep-rooted 
in the life of the nation, touching in 
one way or another on the life, 
the comfort and the daily work of 
every one of its citizens. 

For a free copy of an informative booklet, 
"The Cavalcade of Express," address 

The Public Relations Division 
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219 East 42nd Street, New York 17, N.Y. 
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T he fish that swan1 

in a stream

of heavy traffic 

by GOOD"'E.4R 

The greatest name in rubber! 

THE FISH STORY you are about to 

read is true. Even better, it has a 
happy ending. The fish kept right on 
swimming-and helping tO prove that 
new cars could lose an inch and gain 
a new kind of ride. 

You see, Goodyear engineers fas
tened this fish's bowl of water tO a 
fender of a car equipped with new 14-
inch Custom Super-Soft-Cushions. 
Then fish-and engineers-went for a 
mile ride over a stretch of busy high
way that included several bouncy rail
road crossings. 

When the engineers brought the car 
to a halt, there was still plenty of wa
ter in the bowl for the fish tO swim in. 

That's because this new kind of 
Goodyear tire is wider, softer. Ir levels 
our bumps and humps as no other 
tire before it could do tO give you a 
new kind of ride-the CustOm Ride 
by Goodyear. Tough and resilient 
triple-tempered 3-T Cord soaks up 
jars and jolts-banishes the rudeness of 
rough roads. Protects you, too, against 
the danger of a sudden blowout. 

And the Custom Ride is a silent 
ride, roo-not a murmur in a mile. 
New Custom Super-Soft-Cushions 
bring a wonderful new hush tO mod
ern motOring. 

Next to the road where safety be
gins is a live action tread that makes 
the Custom Ride a safer ride. 8640 
biting edges srop you up tO 24% 
quicker. Not even wet weather can 
dampen the extra stOpping power in 
this tire's new Twin-Grip tread design. 

This new Goodyear tire is standard 
equipment on many of America's fin
est new cars. It's styled to comple
ment their graceful beauty. And it's a 
long-lasting kind of beauty-for in 
the Goodyear tradition, you'll get 
long, long miles of extra wear. See 
your Goodyear dealer. Goodyear, 
Akron 16, Ohio. 

Super.Cushion, T. M., The Goodyear 
Tire & Rubber Company, Akron, Ohio 

More people ride 011 Goodyear tires than on any other kind! 
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Years of easy credit, malinvestment, union domination, and other aspects of 
political intervention lead to a day of reckoning for Britain's auto industry. 

Trade 
Union 
Crisis 

Colm Brogan 

EVER SINCE the end of the 
War it has been the proudest 

boast of British politicians that 
full employment has been main
tained in spite of all difficulties. 
Conservatives and socialists have 
disputed as to which party can 
claim the major part of the cred
it, but both parties, at least in 
public, take it for granted that 
full employment is an unmixed 
boon. 

That has never been the view of 
serious economists. Full employ
ment in Britain has meant rough
ly ten jobs for every nine men, 
and the results have been highly 
damaging to industry in a variety 
of ways. Laborers have been 
tempted to shift from job to job 
in the most casual way, which 
does not help industrial efficiency. 

There has also been a large 
amount of concealed unemploy
ment. In slack times firms have 
kept workers, especially skilled 
workers, on the payroll with noth
ing to do lest those workers be lost 
to the firm forever if dismissed 
for even a week or so. Firms also 
saw little or no advantage in dis
missing the lazy or inefficient 
worker. One builder said to me 
bitterly, "I have a couple of loaf
ers working for me. I give them 
the sack and the Labor Ex
change then sends me two other 
loafers another employer has just 
sacked." 

But the most damaging effect 
has been a serious distortion of 
the pattern of employment. Some 
British industries are over
manned, while other essential in-

Mr. Brogan ia 4 Britiah ;ov.....Uiat, ,.,.thor, and t>d11oC4te of competiti11e pri11ate enterpriae. 
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dustries are badly undermanned. 
The mining industry and trans
port badly need more workers, but 
the miners have so lavishly adver
tised the hardships of their life 
that possible recruits go to more 
agreeable jobs instead. It is a cur
ious fact that although the miners 
are now the highest-paid manual 
workers in Britain, they still feel 
acutely that they are regarded as 
socially inferior. As more and 
more industrial jobs can be done 
with clean hands, the men in the 
necessarily dirty mines increas
ingly resent the dirt. One man su
ing for divorce named among his 
grievances the fact that his wife 
had made him give up a well-paid 
job in the mines "because of the 
social stigma." 

The unpopularity of transport 
work has another explanation. 
Pay in this occupation is relative
ly low and cannot be substantially 
increased for there is a great pub
lic outcry every time the fares go 
up. 

The effects of overfull employ
ment have been seen most clearly 
in the motor industry. For ten 
years this industry has been on 
velvet. At home a huge new mar
ket has been opened by the great 
rise in incomes of wage earners. 
The higher-paid workers are now 
willing to buy cars, not only for 
their usefulness, but also to grat
ify their self-esteem. At the same 
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time, the foreign markets were 
easy for years. The foreign de
mand for cars was great, but the 
foreign supply of dollars was 
small, and this shortage consti
tuted a barrier against American 
cars in the soft currency markets. 
In those places where dollars 
were plentiful American cars 
swept the board. 

As a result of these comfortable 
conditions, the British industry 
took things altogether too easy. 
There were too many men em
ployed and too many of these men 
did altogether too little, as some 
of the more earnest workers have 
bitterly said. It cannot be said 
that all the blame lay with the 
men. Complaints came from all 
over the world of shoddy work
manship, late deliveries, and the 
refusal of British manufacturers 
to modify their product to suit 
road and climatic conditions far 
different from the conditions pre
vailing in Britain. Management 
can hardly pretend that it has no 
responsibility for a state of af
fairs that has enabled the German 
Volkswagen almost to annihi
late the market for British cars in 
Scandinavia. 

THE CONTRAST between the com
placency of the car industry and 
the strenuous efficiency of the 
steel industry was remarkable. 
The steel bosses were, of course, 

under the spur of competition all 
the time. Although the British 
output of steel has greatly ex
panded, imports are still neces
sary, and these imports provide a 
standard for measuring the effici
ency of production. 

It has long been clear enough to 
the most casual observer that the 
motor industry would be the first 
to feel the pinch when times be
came more critical. The pinch has 
come, not only from outside influ
ences but also from deliberate gov
ernment policy. Continental rivals 
were eating into British markets 
in a big way, and other countries, 
facing much the same difficulties 
as Britain herself, cut down their 
imports. At the same time, the 
home market was deliberately re
stricted by Chancellor MacMillan 
through pressure on banks to re
strict personal loans and through 
a steep increase in the down pay
ments for installment purchases. 

The Chancellor's particular pur
pose in the motor industry was to 
shrink the home market so that 
manufacturers would fight harder 
and more effectively for foreign 
orders than they had done in the 
recent past. But his general pur
pose was to squeeze labor out of 
this and other industries and get 
the men into jobs where they 
were badly needed. 

The reactions of both manage
ment and men to this slight unem-
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ployment were deeply interesting. 
The first trial came at the Stand
ard works in Coventry. This firm, 
though not one of the largest, has 
recently had a notable record of 
efficiency and enterprise under a 
highly capable manager, Mr. Alick 
Dick. Alick Dick announced that 
plans for automation would neces
sitate laying off thousands of men, 
and he made it clear that there 
was no probability of re-employ
ment for all in the foreseeable fu
ture. Since the purpose of auto
mation is to reduce labor costs -
fewer men for the same quantity 
of product-his statement seemed 
perfectly reasonable. But it cre
ated headline news all over Britain 
and provoked a violent and even 
virulent storm of protest, with 
strikes, walk-outs, and angry dem
onstrations. 

IT WAS IDLE to point out that 
every one of the displaced men 
could easily find another job. The 
other jobs available were not so 
well paid and the conditions of 
work in some cases were not ar
duous. The other reason for the 
outburst goes far beyond the mo
tor industry. For a long genera
tion British workmen have la
bored under the philosophy that 
it is the duty of the State to see 
that every man has a job. Many 
workers have come to believe that 
it is the duty of the State to find 

a man the kind of work he wants 
to do in the place where he wants 
to do it. In the darkest days of the 
prewar depression, government 
officials pled with young unmar
ried miners to leave their bleak 
villages of limited employment op
portunity and go to the Midlands 
where there was work in the car 
factories . Time and again they 
were told that the unemployed 
miners had a right to a job in 
their own village; and as a result, 
Covent ry, Dagenham, and Birm
ingham filled up with immigrant 
Irish laborers drawing high wages 
while the miners remained idle on 
the dole. 

This claim of a right to a job 
was officially sanctified by Sir 
Stafford Cripps in the first post
war socialist government when he 
said it was his job and his duty to 
"bring the work to the worker." 
This has tended to immobilize the 
British workmen. Many of the 
jobs that the dispossessed Stand
ard men could have had were fif
teen or twenty miles from their 
homes, and they dug their heels 
in. They felt they had a right to a 
job around the corner. 

The row at Standard eventually 
died down. The men first demand
ed that all should remain in em
ployment whether there was work 
for them to do or not. To this 
Alick Dick briskly replied that he 
did not mean to "employ men for 
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fun." As the men knew in their 
hearts that this was simple and re
freshing common sense, they made 
a second demand that all should 
be put on short time to avoid any 
sackings. Alick Dick once again 
said "No." To have adopted this 
device would have been uneconom
ic for the firm, and it would have 
nullified the government's effort 
to shift the men into other work. 
In fact, the government then 
would have been subsidizing the 
defeat of its own policy, for it is 
possible in Britain for a man 
working part time to draw un
employment benefit for his idle 
days. In the end the men went 
quietly enough to other employ
ment. 

WITHIN a matter of weeks, Alick 
Dick who had been denounced as 
an industrial Fascist was being 
admired as a model of tact, con
sideration, human kindness, and 
understanding. The reason for 
this ironical reversal was the truly 
ugly trouble that broke out in the 
great British Motor Corporation. 
This firm- a merger of Nuffield's 
and Austin's-dismissed six thou
sand men with an abruptness that 
took everybody's breath away. In
stead of a week's notice, the men 
were given a week's wages and 
promptly dismissed. The unions 
and the Labor party shouted in 
rage. lain MacLeod, the Tory 

Minister of Labor, was publicly 
furious, and the Prime Minister 
nodded vigorous agreement. 

But there was method in the 
shock tactics of Sir Leonard Lord, 
the head of B.M.C. He had ob
served the Standard trouble and 
had drawn his own conclusions. 
The weeks between the announce
ment of the intended dismissals 
and the act had been weeks of bit
terness and disrupted production 
in the Standard firm. Sir Leonard 
had noticed also that the fighting 
spirit of the Standard workers 
faded notably as soon as the men 
knew which were to go and which 
to stay in their jobs. When the 
threat of dismissal was lifted 
from the great majority of the 
workers, they were much more in
clined to accept the logic of the 
management's position. 

Accordingly, Sir Leonard issued 
the dismissal notices without ar
gument or parley and got the men 
off the premises at once. The move 
was brusque, but the management 
had judged the mood of the men 
shrewdly enough. The men knew 
that in a falling market a swollen 
staff could not be maintained. Left 
to themselves, they would have 
grumbled, and a minority would 
have demanded strike action; but 
by far the greater part would have 
been silently thankful for their 
own good luck and stayed at the 
bench. 
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But the management had reck
oned without the trade union hier
archy. Fifteen different unions 
had members employed by B.M.C. 
and they instantly demanded that 
the dismissals be canceled. Almost 
as an afterthought, they added a 
claim for compensation. Both de
mands were refused, and a strike 
was called under conditions that 
were little short of suicidal. It is 
an elementary principle of trade 
unionism not to call a strike when 
trade is bad. The unions ignored 
this principle. They made no at
tempt to poll their members, and 
they called the strike for the week 
before the annual holiday shut
down, when the workers were anx
ious to collect as much money as 
they could. 

THE RESULT was disastrous. More 
than half the workers refused to 
obey the call, and of those who 
did obey it was clear that many 
thousands had no wish to strike 
but were merely showing their un
ion loyalty. The first day's picket
ing was amicable enough, but by 
the second day feeling had sud
denly turned bitter. There was 
real venom in the catcalls and the 
police were kept busy breaking up 
quite nasty fights. Further, the 
pickets resorted to iiiegal methods 
to stop the men who were work
ing, and the unions sent flying 
squads of militants in cars to 

stiffen resistance at the weakest 
spots. 

In addition, the auto unions 
called for secondary support. 
Building workers were asked to 
refuse to work on B.M.C. con
tracts ; rail men and dockers were 
asked to refuse to handle B.M.C. 
goods. These men, if they chose, 
could "black list" all B.M.C. work 
with little loss to themselves, for 
they could do other work instead. 
Thus, union leaders were asking 
men outside B.M.C. to tighten the 
strike grip when more than half 
of the B.M.C. men refused to 
strike at all. As a crowning irony, 
by the time the strike began, most 
of the dismissed men had already 
found employment elsewhere. 

One question was asked every
where. Why did responsible, re
spectable, and moderate leaders of 
important unions take this suicid
al course? The answer was sadly 
simple. They could not help them
selves. The lightning dismissal of 
the six thousand men was possibly 
the best way of handling the situ
ation, but it bypassed the unions 
so completely that they might as 
well not have existed. 

uP TO THE LAST moment, the un
ion leaders hoped desperately that 
the employers would make some 
conciliatory move enabling them 
to save their faces. Then the lam
entable result of the first day of 
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strike made their position intoler
able. For years the authority of 
the union leaders had been slight
ed by wildcat unofficial strikes 
that could be counted literally by 
the thousand. Now their authority 
was threatened with extinction by 
the refusal of the same men to 
come out on an official strike. By 
the second day the leaders were 
no longer fighting for compensa
tion or restoration, but they were 
fighting for their own profession
ai lives. 

It is possible to sympathize with 
them in their dire emergency, and 
at the same time to concede that 
they brought their troubles on 
themselves. The first setback in 
overfull employment was bound to 
create trouble among workers who 
had been used for ten years to 
give the boss the sack by walking 
out but were no longer used to 
getting the sack themselves. 

But the unions had done abso
lutely nothing to prepare for the 
day. They had pressed steadily for 
higher wages and shorter hours 
and for nothing else. Outside of 
their orthodox routines they had 
done no serious thinking at all. 

T HAT IS THE TRAGEDY of the 
strike, but the picture is not all 
black. One may hope that the first 
hint of hardship had induced some 
of the workers to shake off their 
damaging complacency and take a 

realistic view of Britain's econom
ic difficulties. 

If realism is coming, it is com
ing none too soon, and it must 
come in all British industry. The 
huge contract for the Kariba Dam 
in Rhodesia was lost to the Ital
ians because the British bid was 
a million and a half pounds high
er. The disappointed head of one 
British firm plaintively said that 
they were outbid because they 
treated their workers so well, pro
viding them with such amenities 
as swimming pools. The Rhode
sians coldly retorted that they 
were a poor people, and firmly de
clined to pay for the British work
er's swimming pool. All over Af
rica the same dismal tale is told. 
The new industrial firms which 
have done worst are the British 
firms, and of these the firms which 
employ British labor on the spot 
have done even worse than the 
others; they have been flattened 
by the French and the Italians. 

In the first week of the strike, 
the government issued a publica
tion which disposes of fond self
comforting British delusions that 
the Germans are beating us in 
trade because of some unfair ad
vantages. German industry enjoys 
no advantages fair or unfair. In 
fact, it is rather more heavily 
handicapped than British indus
try. The bare figures for the last 
five years carry their own bleak 
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indictment. In the metal-using in
dustries, wages have risen almost 
equally in Germany and in Brit
ain. But German labor costs have 
remained stationary whereas Brit
ish labor costs have risen by one 
quarter. The difference is ex
plained by a sharp rise in German 
productivity. 

This is what is meant by "pric
ing ourselves out of the market." 
Thi~ is the result of incessant so
cialist propaganda to convince 

the British workingman that his 
standard of living and his social 
security are inalienable rights 
which he is entitled to demand re
gardless of productivity or the 
state of world markets. This prop
aganda has had a most damaging 
effect, but there are indications 
that workmen are beginning to 
see that there is no "right to 
work" when there is no work to 
do, and that a person's standard 
of living is not laid down from on 
high, but is what he makes it. 

A Free Market For Labor 
M OST PEOPLE want commodities 
to be sold in free markets, but many 
doubt if such markets are suitable 
for the determination of wage rates. 
They insist that workers should be 
permitted, or even encouraged, to 
organize and bargain collectively 
with their employers. They believe 
that just wages can be had only if 
workers are permitted to collectively 
decide the minimum price at which 
they will sell their services, and, if 
agreement cannot be reached with 
their employers, to enforce their de
mands by the use of strikes and 
boycotts. In short, the price-fixing 
practices which are forbidden to the 
sellers of commodities are accepted 
as proper for those who sell their 
services .... 

By definition, a free market for 

labor is one in which no monopoly 
power is exercised by either employ
ers or workers. In such markets, how 
much will a prospective worker re
ceive? The amount of the offer can
not be predicted, but this much is 
evident: 

1. The employer will not offer more 
than his estimate of the value to 
him of the worker's services. 

2. The worker will not accept any 
offer that is less attractive than 
he can get from some other firm. 

Within these limits, if he is to 
work for the firm in question, a 
wage must be agreed upon. If there 
is a more just method of determin
ing wages, I have yet to hear of it. 

GLENN E, HOOVER, 
A Just Distribution of Wealtla 



No Rights 
.t.\,o~t 

t.ll"" 
Property Rights 

Frank Chodorov 

READING between the lines of 
the news stories from Russia, 

or rather the commentaries on the 
news, one detects a note of hope
fulness. Perhaps, they seem to 
say, the demotion of Stalin por
tends a measure of freedom for 
the Russian people. Admitting 
that a controlled economy is un
desirable, is brutality a necessary 
concomitant of it? Cannot per
sonal freedom coexist with the 
abolition of private property? The 
commentaries hint at that possi
bility. 

Something like that reaction 
met the news of the Bolshevik 
Revolution in 1918. In the early 
part of the century, Czarism was 
held to be the lowest form of po
litical organization. Nothing could 
be worse! Hence, when the over
throw of the Romanov regime was 
announced, many Americans who 
were violently opposed to Marx
ism nevertheless hailed the event. 
They were sure that socialism 

could not last, because of its in
herent contradictions; but they 
were equally sure that "something 
good" would come out of the "ex
periment." The expectation was 
that when the smoke of revolu
tion had died down, Leninism 
would prove itself to be an un
workable doctrine, and the Rus
sian people would arrange their 
public affairs along lines that 
would assure them of the free
dom they had never known under 
the Czars. 

The expectation of the 1920's 
was based on a false premise, and 
so is the current glow of hopeful
ness. The premise is that econom
ic freedom is the necessary result 
of political freedom, while all the 
evidence of history and of logic 
points to the opposite. Political 
freedom is quite impossible where 
the right of ownership is abol
ished ; and where the right of prop
erty is respected political freedom 
follows as a matter of course. 

11 
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Since Lenin and his crowd made 
private ownership a crime against 
the State, Stalinism was an inev
itable consequence; if it had not 
been instituted by Joe, somebody 
else would have come up with its 
equal. And since there is no indi
cation that the Kremlin intends to 
restore the right of property, the 
reported relaxation of personal re
pression under the post-Stalin re
gime cannot rid the Russian peo
ple of their condition of slavery. 

Let us assume the impossible, 
as a mental exercise. Let us as
sume that Khrushchev and Bul
ganin confer on the Russians 
every political right in the calen
dar : freedom of speech and con
science, freedom of the press, free 
elections, and all the rest. The 
only right not restored is the right 
of private ownership and control 
of property. The State still has a 
prior lien on all the worker 
produces, exercising this claim 
through taxation or the regula
tion of wages. Out of what it ap
propriates the State takes care of 
the citizen's needs and comforts, 
food, raiment, shelter, entertain
ment, and even leisure. All the 
rest the State invests in capital, 
in factories, farms and distribu
tion centers which it owns and op
erates, and thus becomes the only 
employer in the country. Under 
those conditions, how free is the 
citizen? 

IN THE FIRST PLACE, the citizen 
can exercise no choice in the selec
tion of satisfactions. Since the 
State controls all the means of 
production, the worker is, for all 
his political freedoms, constrained 
to eat spinach if that is the only 
vegetable the State produces, wear 
hobnailed shoes if the state-owned 
factory turns out nothing else, live 
in the kind of house the State 
provides for him, read the books 
the monopoly printing press puts 
before him. There is nothing else 
he can do. The market is a place 
where he gets his supplies, not 
where he indulges his fancy. Price 
means nothing; for even if he 
bids for something he wants, the 
thing is either nonexistent or the 
State, which controls all supply, 
fixes a price on it that is beyond 
his reach. In short, he has no 
choice. 

The same applies to his employ
ment. He works at the job as
signed to him. True, he has polit
ical freedom, ami therefore he can 
quit his job without fear of re
prisal. He will not be thrown into 
a slave-labor camp or punished in 
any other way. But, he has no sav
ings to live on (that would be the 
right of property) , and his pre
rogative of quitting work is equiv
alent to the right to starve. He 
sets aside his political freedom in 
favor of existence. If he believes 
his talents can be better employed 
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at another job, he might, having 
the right of petition, call the mat
ter to the attention of the State. 
But, he has no right of decision, 
thanks to his economic dependence 
on the State. 

He has aspirations; thinks he 
can write an opera. Having the 
right of free speech he can tell all 
his neighbors about his gift, and 
he can even write a letter to the 
state-owned newspaper about it. 
Assuming that he digs up enough 
paper and ink for his opus, what 
can he do with it? The State owns 
the only publishing house in the 
country, also the only opera house. 
He cannot have enough capital of 
his own to exploit his work, nor is 
there any entrepreneur about to 
undertake the fulfillment of his 
dream. To be sure, the State 
grants him the right of appeal, 
but its control of the economy 
gives it the right of final decision. 

He may worship God as he likes. 
However, since private property 
is prohibited, the church he 
chooses is owned by the State; and 
its clergymen, like everybody else, 
are beholden to the State for their 
sustenance. Its prayer books are 
printed in the monopoly book shop 
and thus come under State super
vision. While the individual wor
shipper or the ecclesiastical hier
archy is not subject to political re
straints, economic pressure would 
take a hand in shaping religion. 

Freedom of religion, like every 
other kind of freedom, · would be 
on paper. 

He can vote for Tom, Dick, or 
Harry - any of the names that 
appear on the official ballot. He 
may even run for office himself. 
Every candidate would be free to 
advocate this or that reform-ex
cept the right of property. They 
could promise, if elected, to work 
for a new cement factory, more 
old-age pensions, higher or lower 
tariffs, better obstetrical hospi
tals. The ballot, under these con
ditions, would be an instrument 
by which his subservience to the 
State might be made more com
fortable, but it could not free him 
of his subservience. 

T HAT'S HOW FREE he could be un
der this bizarre supposition. It 
would manifestly be impossible 
for a regime of political freedom 
to coexist with a regime of eco
nomic slavery. For it is obvious 
that where freedom of thought 
and expression is permitted, the 
worker would soon set up a clam
or for the right to keep and enjoy 
what he produces. And even if he 
did not have a press in which he 
could voice his thoughts, he could 
write letters to all and sundry, de
manding that their right of prop
erty be restored. Everybody works 
for himself, for the product of his 
labors, and feels robbed when his 
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output is confiscated, no matter by 
whom or for what purpose. To de
prive him of freedom of choice in 
the disposition of the products of 
his labors is to deprive him of the 
right to life. He would say so 
openly, under the conditions hypo
thetically suggested, and might 
even promote action to undo the 
hurt. Hence, abolition of private 
property cannot be maintained 
without the use of force and the 
suppression of freedom of every 
kind. 

On the other hand, where the 
right of property is respected, 
political freedom is automatic. 
Imagine a State that recognized 
none of the rights of the individ
ual except the right of ownership. 
This, too, is a fantastic notion, be
cause the State could not enforce 
political intervention unless it had 
the wherewithal to pay its en
forcement agents, and this it must 
get from production; it has no 

other source of income. But, let us 
assume for a moment that such a 
condition could exist. How long 
would the individual tolerate the 
disabilities imposed on him? With 
his property in his pocket he 
would promptly remove himself 
from the jurisdiction of that 
State. Or he could finance a revo
lution. 

And so, it is sheer verbalism to 
speak of any kind of freedom ex
isting where the right of property 
is not respected, or to separate this 
right from any other. We can 
therefore dismiss any hope that 
under communism- the essential 
feature of which is the abolition 
of private property- there can be 
any relaxation of personal controls 
and repressions. Stalinite brutal
ity may be replaced by more sub
tle methods, like permitting the 
worker to starve if he does not 
wish to work in the mines; but 
freedom is out of the question. 

Treason To Freedom 

THE GREATEST ENEMIES of democracy, the most violent reac
tionaries, are those who have lost faith in the capacity of a free 
people to manage their own affairs and wish to set up the gov
ernment as a political and social guardian, running their busi
ness and making their decisions for them. This is statism, or 
Stalinism, no matter who advocates it, and it's plain treason 
to freedom. 

IIAXWBLL ANDERSON. The G'"'ranteed Li f• 



Two Directions at Once 
Leonard E. Read 

WE ARE GOING in two direc
tions at once," observed 

Henry Hazlitt. His subsequent 
explanation of this statement 
squared precisely with my own 
observations. So far as the mil
lions are concerned, socialism is 
more agreeably accepted today 
than yesterday, a year ago, a dec
ade ago, or at any other time 
since the signing of the Declara
tion of Independence. On the 
other hand, there is a small but 
growing minority composed of 
thousands, not millions, who are 
becoming more skilled, articulate, 
and convinced devotees of social
ism's opposite- the free market, 
private property, limited govern
ment philosophy. 

Detailed confirmation of this 
phenomenon is not the object of 
this essay. Suffice it to say that 
Hazlitt is, in my view, as keen as 
any observer of ideological trends. 
And, too, there are the private 
studies of the Opinion Research 
Corporation which expertly meas
ure the way socialistic versus 
free market thinking is going 
with the public- and it's toward, 
not away from, socialism. Fur-

ther, those of us on the staff of 
the Foundation for Economic Ed
ucation may draw upon our own 
ten years of specializing in this 
area, our considerable correspond
ence, and our discussions with 
groups from varied walks of life. 
It is clear to us that many mil
lions are going in one direction 
while tens of thousands are going 
in the opposite direction. 

The only object of this essay is 
to suggest to persons who per
ceive the meaning of liberty that 
the mass socialistic movement 
does not warrant despair but 
rather is the occasion for hope. In 
short, the movement toward so
cialism is the condition which is 
motivating our search for under
standing. 

But, first, a few broad strokes 
for background: The Constitution 
of the United States confirmed 
and aimed to perpetuate our revo
lutionary theory of government
a government in the role of serv
ant, a government of strictly lim
ited powers. No citizen turned to 
it for succor because it had noth
ing to dispense; nor did it have 
the power to take from some and 

Mr. R ead U. President of the Foundation for EconomU: Education. 
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give to others. In the absence of 
any political nursemaid there de
veloped a remarkable self-reliance 
among the people. Further, the 
government was limited to de
fending life and the honest fruits 
of men's labors; it was not em
powered to inhibit the creative ac
tions of citizens. As a conse
quence, there was a freeing of hu
man energy. In short, here, at 
least from a sociological or politi
cal standpoint, was liberty, the 
like of which never existed else
where. Self-reliant men and wom
en, freed from predators and 
freed from restraints of their cre
ative actions, brought into exist
ence what is loosely referred to as 
"the American heritage." 

BuT Americans began to take the 
blessings of liberty for granted. 
Its great bounty came to be 
regarded as an act of nature and 
progress as inevitable as the sun's 
rising on the morrow. That diffi
cult human virtues and political 
wisdom lay at the root of this 
new-world miracle was forgotten 
or, more likely, never learned by 
new generations. Americans lost 
the understanding, the rationale, 
on which their magnificent edifice 
was erected. With the limitations 
on government relaxed, with the 
foundations of their own revolu
tionary system weakened, disaster 
in the form of a return to the 

old-world pattern - sovereign 
state and servant people - was 
only a matter of time. 

Societal arrangements, be they 
good or bad, have a tempo, a ra
pidity of change, far slower than 
that of a human being. Thus, most 
citizens, enjoying the forward 
thrust their limited governmental 
structures did not inhibit, came to 
believe that the ever-increasing 
governmental intervention they 
subsequently voted was responsi
ble for their prosperity and well
being. Today, they fail to see that 
the genuineness in their situation 
is but the result of an earlier mo
mentum precisely as they fail to 
recognize the bogus aspects of 
present "prosperity." Self-reliance 
and freed energies have made for 
such a health that they can, for a 
time at least, take government 
pap without apparent immediate 
injury. It is unfortunate that they 
believe the pap the cause of their 
vitality. 

THE above broad conclusions are 
cited only as a preface to this 
brief thesis. The crack in Ameri
can constitutional theory certain
ly was not observed when it first 
occurred. For my own part, I had 
no realization as to what had hap
pened, what was happening, until 
1932. Only a few persons appeared 
to have an awareness of what was 
taking place by the late twen-
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ties. I recall my amazement, less 
than ten years ago, in readin-g a 
little book published in 1923 in 
which the author, John W. Bur
gess, saw clearly what had al
ready happened - at such an 
early date! Yet, it is unlikely that 
even Dr. Burgess saw very much 
prior to 1923, or he would have 
written his book earlier. In his 
Recent Changes in American Con
stitutional Theory, he traced the 
beginning of the breakdown to 
1898. Events that began at that 
time led first to one thing and 
then another, culminating in the 
adoption of the Sixteenth Amend
ment in 1913.' With its adoption 
we officially disclaimed the theo
retical correctness of limited gov
ernment, private property, and the 
free market. 

But find the people who saw the 
meaning of these cracks in our 
structure at the time they hap
pened! They were rare indeed. 
The adage that "things have to 
get worse before they can get bet
ter" contains an element of truth. 
Figuratively, only a lonely soul or 
two can be found who cried out 
against the progressive income tax 
in 1913 when the sin was only 
against good theory. This wholly 

'Dr. John W. Burgess was the founder and 
for many years the head of the Department 
of Political Science and Constitutional Law, 
Columbia University. A copy of the book 
may be obtained from the Foundation for 
Economic Education, Inc., Irvington-en· 
Hudson, N. Y. 116 pp, $J..OO. 

un-American thing had to grow 
up, have a pocketbook sting in its 
bite, gain millions of adherents, 
before any significant opposition 
could form. Today, with this theo
retical devil the monster it was 
born to be, there are perhaps a 
million citizens who would vote 
for repeal if given a chance. But 
it has taken the monster stage to 
generate the significant opposi
tion! The mere infraction of good 
theory did nothing more than to 
evoke the fears of good theore
ticians. Popularly speaking, the 
mere infraction of good theory 
had no wake-up quality to it. 

Having officially accepted a 
thoroughly communistic doctrine 
in the adoption of the Sixteenth 
Amendment - "from each ac
cording to his ability, to each ac
cording to his need"- it was per
fectly natural that socialism in all 
its forms would follow in its 
wake. One could hardly expect a 
people to embrace this fundamen
tal precept in the Communist 
Manifesto and at the same time 
have any strong misgivings about 
other socialistic theory and prac
tice. 

The record speaks for itself; 
we are going down the socialistic 
route! Our national policy can be 
said to be consistent with the Six
teenth Amendment. But, and this 
is the important point, this very 
direction is generating an oppo-



18 THE FREEMAN October 

site ideological movement. Fur
ther, the socialistic direction ap
pears to be a necessary state of 
affairs to hatch its opposition. 
Let me attempt an explanation of 
what at first glance appears to be 
an anomaly. 

Now, since error (socialism or 
whatever) opposes truth, one 
might say error has no function. 
Yet, in a sense, hasn't error a role 
to play? Isn't it error we use as 
the stepping stone to truth? Man 
emerges, evolves, goes in the di
rection of truth, by the overcom
ing process. Overcoming presup
poses something to be overcome. 
Even the taking of a simple step 
presupposes something stepped 
on. Ascendency presupposes a low
er position. A movement God
ward presupposes a direction 
away from ungodliness. 

Consider these opposites: evil 
and virtue, error and truth. Do 
we not witness mighty opposites 
similarly at work on every hand? 
For instance, would we have any 
notion of "up" if there were not a 
gravitational force pulling us 
down? Would "light" be in our 
vocabulary if there were no dark
ness? Would we have the concept 
of justice if there were no injus
tice? Isn't hate the evil thing that 
permits us to see love as a virtue? 
Where does the passion for secu
rity derive except from the preva
lence of insecurity? And isn't all 

intelligence a degree of under
standing and wisdom relative to 
ignorance? 

INQUffiiNG further into nature's 
mysteries, and going as far as 
science has probed into the ulti
mate constitution of things, we 
learn that "every substance is a 
system of molecules in motion 
and every molecule is a system of 
oscillating atoms and every atom 
is a system of positive and nega
tive electricity."" Or, to quote the 
late physicist, Robert A. Millikan, 
"All elastic forces are due to the 
attractions and repulsions of elec
trons.'" Opposites at the very 
root of things ! 

It would appear that the main
spring of all creation, of all varia
tion, of all progress, comes by rea
son of this tension of the oppo
sites, sometimes called the law of 
polarity. If there were no tension 
- something to overcome - there 
would be no "becoming," no move
ment toward higher orders. Ob
stacles, I contend, have their role. 
They - error and evil - are 
things to step on, to rise above. 
Without them we are incapable of 
perceiving any above. 

There is abundant evidence that 

•Dixon, W. MaeNelle. The Human Situation. 
New York: St. Martina Presa, Inc., n.d. p . 
195. 
1Eulenburg-Wiener, Renee. Fearfully and 
Wondnfullll Made. New York: The Macmll· 
lan Compan:r, 11188. p . 47. 
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this law of polarity or tension of 
the opposites has been long and 
well understood. A few selec
tions: 

Then welcome each rebuff 
That turns earth's smoothness 

rough, 
Each sting that bids nor sit nor 

stand but go I 
Be our joy three-parts pain! 
Strive, and hold cheap the strain; 
Learn, nor account the pang; 

dare, never grudge the throe I 
ROBERT BROWNING, R11bbi Ben Ezr11 

Adversity is the first path to 
t ruth. 

BYRON, D<m J ...... 

Bad times have a scientific value. 
These are occasions a good learner 
would not miss. 

BKERSON, Conduct of Life: 
CO'Mi<kration• bv the W11v 

Are Afflictions aught But blessings 
in disguise? 

DAVID KALLB"l', Amvn tor 11nd Theodor11 

Let us be patient! These severe 
afflictions 

Not from the ground arise 
But oftentimes celestial benedic

tions 
Assume this dark disguise. 

LONGFELLOW , Reoign~~tion 

0 benefit of ill! now I find true 
That better is by evil still made 

better. 
SHAKBSPIIARB, Sonnets. No. CXIX 

Tr uth, crushed to earth, shall rise 
again; 

Th' eternal years of God are 
hers; 

But Error, wounded, writhes in 
pain, 

And dies among his worship-
pers. 

aaYANT, The B11ttle-Field 

The road to valor is builded by ad
versity. 

Error is the discipline through 
which we advance. 

WILLIAM KLLDY CHANNING, 
The Pr•••"t Ag• 

Dark Error's other hidden side is 
truth. 

VICTOR HUGO, L11 Legonde dea Siecleo 

Shall Error in the round of time 
Still father Truth? 

TRNNYSON, Lo11a 11nd Dutv 

T HE FOREGOING are ideas for ar
guing that growing socialism per
forms a negative function. 

A few additional thoughts as 
to what the socialistic system is: 
It is the opposite of the free mar
ket or willing exchange economy. 
It is forced, unwilling, coerced 
exchange. It rests on the suppres
sion of creative human energy. It 
is the substitution of authoritar
ianism for market phenomena. 

To commandeer, that's it! Web
ster defines "commandeer" clear
ly : "to take arbitrary possession 
of; to commandeer men or goods." 
Illustrations: The honest fruits 
of one's labor are commandeered 
to make up the deficits of govern
ment intervention into the light 
and power field, as in TV A ; in the 
construction industry, as in gov
ernment housing ; in foreign 
trade, as in the Marshall Plan or 
Point Four. One's earnings or 
capital would probably be em-
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ployed otherwise if free choice 
rather than commandeering pre
vailed. Or, look at another twist 
of socialism as applied to farming 
through acreage allotment plans. 
Either a part of the farmer's 
acreage is commandeered into 
nonproduction, which is by way 
of denying the ownership of said 
acreage, or some of his capital is 
commandeered in the form of a 
fine, which is by way of denying 
the ownership of said capital. 
The very essence of ownership is 
control. We could, properly, call 
socialism "the command system." 
In any event it belongs to the 
same kaboodle of nostrums as 
communism, Fabianism, nazism, 
fascism, the Welfare State, and 
so on. 

C ONSIDERING the nature of our 
faults - our taking-for-granted 
attitudes, our lethargy, our un
awareness - it is logical that we 
should lose our freedom. But free
dom is a prerequisite to man's 
creative expression. Eventually 
man must be free; it is human 
destiny. And man will be free. 

However, his freedom is condi
tioned on his understanding of it 
and its purpose. 

The growing socialism is creat
ing its own anti-agents. Abhor
rence of it is stimulating tens of 
thousands of Americans, of all 
ages, to study, reflection, contem
plation - about freedom. They 
are discerning freedom's deeper 
values. They are regaining their 
faith in free men. They are com
ing to understand and, in under
standing, are learning to explain. 
They are seeing that wealth, a by
product of freedom, is not for a 
recess in life's activities but, in
stead, is for a release that they 
may work harder than ever at 
those creative ventures peculiar 
to their own persons. They are 
seeing that freedom is the gate to 
new levels of the intellect and of 
the spirit. 

Socialism is freedom's opposite, 
the error, the thing to be stepped 
on and overcome; it is the tension 
that can spring man into a more 
wholesome concept of freedom. 
And this is the role of socialistic 
error in man's "becoming." 

HE THAT WRESTLES with us strengthens our nerves 
and sharpens our skill. Our antagonist is our helper. 

&DMUND BURKB, 'Reflectiom on the R•volution. in. F.,.an.cs 



Upon pressure from the World Health Organization and other 
branches of the United Nations, the government of the United 
Kingdom had announced that after December 31, 1955, the man
ufacture of heroin would be prohibited. Subsequently, at the 
insistence of many competent medical men in Britain, that deci
sion was reconsidered and postponed at least through 1956. 

This article was presented in the bulletin of the British Fel
lowship for Freedom in Medicine, May 1956, as an "open letter 
to the physicians of the United Kingdom." 

Addiction IS 

Illness 
Herbert Be·rge·r, M.D. 

THE ARGUMENTS for and 
against the proposed ban on 

heroin were closely followed in the 
United States. To the physicians 
of America who have entered into 
their professional careers since 
1925 the drug is known only as a 
material used by addicts for self
gratification. Its medicinal virtues 
in uterine inertia, cough, and for 
the relief of terminal pain in mal
ignancy are dimly remembered 
classroom phrases uttered by 

those of our teachers whose prac
tices antedated our own ban on 
heroin. Federal law has prohibited 
its importation, manufacture, and 
even its medicinal use in this 
country for the past thirty-one 
years. 

You who have, for the time be
ing at any rate, escaped from em
barking on a similar adventure 
with this drug may be interested 
in learning of our experience as 
we have traveled down this long 

Dr. Beroer ia President of Richmond Memorial Hospital; Chairman of the Committee on Alco
holism and Narcotics of the New York State Medical Society; President, Medical Society of 
the City of New York. 
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and sordid path. In 1925 there 
were a few heroin addicts in the 
United States. The number is un
known, but hospitals and penal 
institutions of that period report 
that most of our addict population 
was using crude opium for smok
ing, tincture of opium, and mor
phine. The same institutions re
port heroin to be the material of 
choice in about 86 per cent of 
those apprehended today. Yet, and 
this needs the greatest emphasis, 
the material cannot be procured 
from any legal source anywhere 
in the United States. As we ex
plore our experience, the means of 
obtaining this material will be
come apparent. 

Addict& May Number 200,0001 

We in the United States of Am
erica have counted 60,000 heroin 
addicts. An addict known to our 
officials is one who has run foul 
of the law. Countless others can 
either afford their habits or have 
never been arrested. Therefore, 
the actual number of addicts is a 
multiple of 60,000. No one, in or 
out of government, knows the ex
act figure. The Mayor's Committee 
on Narcotics, investigating addic
tion in New York City, estimated 
that there were 90,000 in the city 
alone. A figure of 200,000 for the 
entire country is probably not an 
exaggeration. 

Each of these thousands of peo-

ple obtains enough heroin for sev
eral injections each day despite 
the best efforts of the Narcotics 
Bureau to prevent smuggling. In 
blct Federal Commissioner of 
Narcotics, Harry Anslinger, re
cently testified before a Congres
sional Committee, "If we had the 
Army, the Navy, the Coast Guard, 
and the Federal Bureau of Inves
tigation all working together we 
could not prevent heroin smug
gling through the Port of New 
York." 

At this point we may begin to 
perceive one of the cardinal ef
fects of a ban on heroin. Lawless
ness I There are, as the story un
folds, others. 

Perhaps an investigation into 
the nature of narcotic addiction is 
in order. The following para
graphs are, of course, elementary. 
They are inserted in the interests 
of completeness and because there 
is so little addiction in the United 
Kingdom that some of those who 
read these lines may have had lit
tle opportunity to study this 
symptom-complex at first hand. 

A point of departure might be a 
short review of narcotic drugs. 
These materials are sedatives. 
They induce sleep, allay anxiety, 
relieve pain. This is their action 
in addict and in non-addict alike. 
It is just as important to state 
what they are not. They are not 
stimulants. They do not induce 
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violence. Crimes are never com
mitted under their influence. 

From this necessarily short 
summary, let us proceed to inves
tigate the target for this sub
stance, the addict himself. He is, 
as a general rule, a shy, retiring 
person who is incapable of facing 
the vicissitudes of life. He must, 
like so many of the rest of us, 
escape from every unpleasant sit
uation. But while others recover 
from periods of remorse or de
pression with patience, insight, a 
new interest, or hard work, he 
tries to solve all of life's problems 
chemically. As the years go on, he 
retreats ever further from the 
complexities of the world. He be
comes the procrastinator of all 
procrastinators. He has now found 
the answer to every pain, every 
difficulty, every unpleasant sensa
tion, every trial. His dread of 
withdrawal symptoms further en
slaves him to the drug so that he 
believes implicitly that he cannot 
live without it. 

Strangely enough, the addict is 
a rather normal person under the 
influence of drugs, a highly abnor
mal one without them. This is the 
reverse of the situation observed 
in alcoholism. These addicts can, 
while they have narcotics, work in 
responsible positions and are not 
likely to be a charge on the pub
lic. Without them they are one 

or another variety of psychopath. 
This short study of the drugs 

and of the addicts makes one won
der why crime and drug addic
tion are so closely allied in the 
United States. The term "criminal 
addict," on the other hand, had to 
be defined every time I used it 
during my recent visit to the 
United Kingdom. Since the mate
rial cannot be obtained legally 
here, and furthermore, as the ad
dict believes he cannot live with
out it, he must obtain it, perforce, 
from the underworld. These ma
terials costing only a few cents 
for a day's supply in Red China or 
in the Middle East where it is 
produced, are EOld here for at least 
1,000 times the purchase price. 
Such profits were sure to attract 
our worst criminal element. An 
ounce of heroin purchased for 
$5.00 in Syria sold for $8,000 
after it was cut and diluted on the 
New York market. 

Many of our addict:; must spend 
$100 per day to satisfy their 
needs. Few of our people can hope 
to earn such sums legitimately, 
particularly since they must of 
necessity conceal their habit and 
hide from the police. In addition, 
the somnolence produced by the 
heroin makes them less capable 
employees, further reducing their 
opportunity for income. As a con
sequence, most of them enter into 
a life of crime. 
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How They Par For Their Drug 

The most dastardly of all their 
activities is the initiation of neo
phytes into addiction. By this 
means they guarantee their own 
source of supply, for they are paid 
25 per cent commission on all the 
heroin they can sell. We have in
stances where addicts desperate 
for drugs have induced their 
wives, sisters, parents, and even 
their children into the habit. 

Unequivocally then, I would 
prophesy for the people of Great 
Britain, if a ban on heroin were 
ever to be imposed, that you, a 
nation historically and ethnically 
allied to our own, would repeat 
our unhappy experiences. In a few 
years your now noncriminal 279 
drug addicts (figures from Mr. A. 
L. Dyke, Chief Inspector, Depart
ment of Dangerous Drugs, Home 
Office) would have expanded to 
many many thousands. Many of 
your youth, the easiest prey for 
the addict peddlers, would become 
enslaved. Your young girls who 
became addicted would have sold 
themselves in order to support the 
ever-increasing costs of their ad
diction. You too will begin to 
spend sums approximating to the 
colossal sum that heroin costs the 
United States. 

There are other difficulties. The 
peddlers of narcotics dilute the 
material repeatedly so that by the 

time the consumer receives it, it 
may be only 3 per cent pure-the 
average figure in New York City. 
What happens when the addict by 
some mischance gets 20 per cent 
pure heroin? He receives seven 
times his usual dose and his life 
is forfeited. Many of them are 
sickened by the diluents which 
are usually non-sterile. The cus
tomer may never dare complain. 
He is threatened with either an 
interruption in his supply or a 
"Hot Shot" (one containing poi
son, usually cyanide). The latter 
is responsible for many lost lives 
each year. 

Since Britain no longer exports 
heroin, even under conditions of 
strict control, the presence of the 
meager quantities of this material 
legitimately stocked in your coun
try in no way influences our nar
cotic problem. I suppose it would 
be true to say that none of your 
heroin finds its way into the 
United States. Therefore, the ar
gument that the ban is necessary 
in order to protect other nations 
is untenable. 

Were the proposed ban on hero
in to be revived, your presently 
addicted patients would be de
prived of the counsel and advice 
of their physicians. These people 
will obtain heroin, come what 
may. Prohibition would cause 
them to substitute an underworld 
character for the one person who 
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could have helped them, their own 
personal physician. I am sure that 
this is not the intention of your 
well-meaning Legislature. Make 
no mistake, the narcotic racket
eers of the world eagerly awaited 
the enactment of your prohibitive 
law. It would have opened an ille
gitimate income of millions to 
them. May I ask your indulgence 
if I repeat: Heroin addicts will 
obtain heroin, ban or no ban. 

Those of us who have interested 
ourselves in narcotic addiction 
have always admired the British 
management of the problem. Rep
resentatives of Medical and Bar 
Associations have joined forces 
before our Congressional Commit
tees requesting repeal of our ban 
and our punitive legislation. Your 
heartening experiences to date 
have been the strongest proof that 

this medical problem is best man
aged by physicians. A complicated 
psychological illness cannot be 
cured by legislative decrees or by 
a policeman's truncheon. 

You, in the United Kingdom, 
have 279 registered narcotic ad
dicts; we number ours by the 
hundred thousand. You have no 
criminal problem with addiction; 
ours is enormous. You know little 
of the social ravages of drug use; 
to us it is relatively commonplace. 

May I then, in conclusion, urge 
you to bend every effort to ensure 
that the withdrawal of the ban is 
made permanent to prevent this 
legislative mishap. We, your 
American colleagues, wish you 
every success in this effort which 
demonstrates the traditional al
truism of the medical profession. 

Freedom To Choose Foolishly 

J T MUST BE OBVIOUS that liberty necessarily means freedom to 
choose foolishly as well as wisely; freedom to choose evil as well 
as good; freedom to enjoy the rewards of good judgment, and 
freedom to suffer the penalties of bad judgment. If this is not true, 
t he word "freedom" has no meaning. Yet there are persons in 
America who wish to pass laws to force people to do only "good," 
or at least their concept of what is good. These would-be dictators 
are not content with a preventive law which punishes a person 
who deliberately chooses to injure his neighbor; a law which pre
vents any person from forcing his viewpoint upon any other per
son; a law which penalizes the person who interferes with the lib
erty of others. On the contrary, these persons who arrogate to 
themselve11 the functions of God demand a positive J.aw to compel 
others to do as they wish them to do. 

BEN MOREELL, SuT1Ji1Jal of the Species 



What Price Socialism? 
Ben Moreell 

M.ODERN SOCIALISM in its 
several varieties is the cul

mination of the dreams of count
less men and women during the 
past century and a half. It is a 
movement which began to crystal
lize out of the chaotic remnants of 
the French Revolution. The word 
"socialist," however, was not 
coined until 1827 when it was 
used in the British Cooperative 
Magazine, an official journal of 
the London Cooperative Society, 
founded in 1824. 

A Frenchman, Pierre Leroux, 
was the first to use the word 
"socialism" in an article in the 
newspaper, Le Globe, in February, 
1832. He used it as an antithesis 
to the newly coined word "indi
vidualism." Robert Owen, English 
businessman, used "socialism" in 
his periodical, The New Moral 
World, in 1835, as the opposite of 
"capitalism" and as signifying 
the collective ownership of land 
and capital. These two shades of 
meaning-socialism as opposed to 
individualism and socialism as 
opposed to capitalism - are not 
antagonistic. In fact, each lends 

strength to the other. If we grant 
that socialism means the control 
of productive property by the 
men in political agencies, al
legedly in the name of and for 
the good of "society as a whole," 
it follows that socialism means 
big government, and big govern
ment always implies little men. 
Individuals are diminished in or
der to exalt the Society and the 
State. "The State," as Hegel 
said, "is the substance, whereof 
individuals are but accidents." 

While the term "social owner
ship," or "ownership in common," 
with its connotation that each 
one of us is a proprietor, may 
flatter the ego, it is in fact a 
gross deception. For society, 
which means all of us, cannot 
act as a whole to own and con
trol property. It must act through 
its enforcement agency, govern
ment. The men who comprise 
that agency are a very small 
minority. In actual practice, 
therefore, a socialist society is one 
in which the vast majority of men 
are controlled by the tiny minor
ity which has the political power 

Adm.ir rt.l Moreell ia Chair m(I.IL o f tho Roarcl of .lune11 and l~auuhlin Steel CorJ>orat·ion . 
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to direct their economic activi
ties . ... 

Socialism purports to limit its 
restrictions on freedom to the 
economic level, a wholly unspec
tacular locale. We have come to 
associate the liberty we prize 
with such things as freedom of 
speech, freedom of the press, and 
freedom of worship. If our action 
in these admittedly significant 
areas is relatively unrestrained, 
we are not likely to attach great 
importance to government inter
vention, ownership, and control 
in the economic area. We have 
become accustomed to alarmists 
who cry "wolf" in this economic 
area; also, we have seen certain 
groups and individuals express 
gr eat concern for freedom here, 
when their real motive is to get 
fo r themselves the political priv
ileges they condemn when pos
sessed by others. And so, for 
these reasons or perhaps some 
others, we do not get excited 
about alleged impairments of 
economic liberty and threats to 
our rights of private ownership. 

IT IS UNFORTUNATE that we have 
f orgotten the old adage, Whoso 
controls our subsistence, controls 
us. "Economic control is not 
merely control of a sector of 
human life which can be sep
arated from the rest ," writes F . 
A. Hayek, in The Road to S erf-

dom, "it is the control of the 
means for all our ends." 

Freedom of worship is an emp
ty thing if we are denied the 
financial means to erect churches, 
pay our clergy, print religious 
literature, and propagandize for 
our faith. Freedom of the press 
means nothing if we are deprived 
of the means to buy presses, 
type, and newsprint. And what 
meaning can be attached to free 
speech if we know that we must 
speak in a certain way or else 
lose favor with those who con
trol the food, clothing, and shel
ter which we need to survive? 
Unless we have full freedom in 
the economic realm, we cannot 
have full freedom in any other. 
Unless we have a society in which 
the producer shall enjoy the full 
fruits of his labor, our freedom 
is impaired precisely to the de
gree that political exactions de
prive the man who works, 
whether with mind or muscle, of 
his production. 

Slavery is commonly thought 
of as the ownership of one man 
by another. But the slavehold<>r 
does not really care about own
ing another man; what he wants 
is the ownership of the products 
of another man's labor. A slave 
is a man to whom the right of 
economic freedom is denied. From 
this premise the denial of all other 
rights follows. Therefore, in any 
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realistic discussion of freedom, 
what happens in the economic 
realm is basic .. . . 

As the essential prerequisite to 
his maximum development, the 
Founding Fathers held that the 
individual must be free to direct 
his own creative energies without 
restrictive laws, rules, and reg
ulations imposed by political 
masters. 

What are the effects of the 
socialistic corruption of that con
cept of freedom? I believe no 
fair-minded person would deny 
that our currently popular mid
dle-of-the-road policy operates to 
place all citizens under the yoke 
of excessive taxation, and thus 
puts enormous amounts of money 
at the disposal of the political 
agency. The politicians then dis
perse the tax fund as subsidies 
to favored groups in the nation, 
with the result that society is 
broken up into three principal 
groups. 

First, there is the group on 
the rece1vmg end-the people 
who get back more in subsidies 
than they pay out in taxes. They 
get something for nothing. Sec
ondly, there are those who pay 
more in taxes than they get in 
subsidies. They get nothing for 
something.. Third, there are peo
ple who comprise the political 
agency, who produce no wealth 
but who have the power to for-

cibly transfer wealth from one 
set of pockets to another. 

THIS three-part division of the 
nation constitutes an enormous 
drain of wealth and potential 
wealth. The producer group plays 
host to the parasitic action of 
the other two groups. Robbed by 
the taxation demanded by the 
arrangement, this group is re
luctant to produce up to capacity 
because it knows that the harder 
it works the more it will be penal
ized by progressively heavier 
taxes. 

The subsidized group is paid 
for not producing at all, or for 
producing less than it would if it 
knew its income depended entire
ly on its own efforts. Thus, for 
opposite reasons, the potential 
productive capacity of each of 
these groups is not realized, and 
the total amount of goods actualiy 
available in the nation is far less 
than it might be. 

But this is not the whole story. 
The lowered production of these 
two groups, such as it is, must 
be shared with a third group 
which does not produce at all. 
The personnel in government is 
withdrawn from production al
together, and it does not-ex
cept for its defense establish
ment and policing functions -
render services for which con
sumera would voluntarily ex-
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change their own goods and 
services. But government has the 
power to siphon off an increasing 
share of the goods and services 
produced by the nation to pay 
the salaries and other costs of 
government itself. 

The productive members of so
ciety would not consent to play 
host to both the subsidized group 
and the government bureaucracy 
if pressure were not brought to 
bear on them. The monopoly of 
force in society rests with gov
ernment; and if the producing 
group refused to pay the tribute 
demanded, the power of govern
ment to compel and its willing
ness to employ violence would be 
evident. 

This three-part division of the 
nation insures that fewer goods 
will be produced. And there is 
no alchemy by which more goods 
can be distributed while fewer 
are being produced. The power 
of government to take from pro
ducers is not the creation of 
wealth, but robbery and the 
abortion of wealth. 

The uneconomic nature of this 
arrangement is obvious. No less 
obvious is the immorality of it. 
Men are forced to give up their 
property on demand by govern
ment. If the demand is not met, 
the powers of compulsion inher
ent in the apparatus of govern
ment are brought to bear .... 

IT IS of utmost importance that 
we understand that socialism is 
based on coercion and on the 
control of some men by other 
men. It is equally important that 
we become expositors of the phil
osophy of freedom. When the al
ternatives-freedom versus so
cialism-are understood, then 
men are confronted with a clear
cut distinction on which to base 
their choice. 

I believe that a social order 
which is designed to function 
only as government extensively 
intervenes with its legal power of 
coercion is a violation of the 
moral order whose precepts stress 
education and conversion. There 
is a rightful place for political 
action-to maintain the peace of 
society by restraining those who 
break the peace. If men univer
sally understood and accepted the 
mandates of the moral law, there 
would be little or no need for 
political government to curb im
morality. If men do not under
stand and accept the mandates of 
moral law, then coercion will not 
correct this condition. The only 
correctives are education and 
conversion, understanding and a 
change of heart. 

From an address to The Canadian Manufac
turers Association, Toronto. June 7, 1966. 
Copiea of the complete address may be ob
tained from Mr. J . D. Paulus, Director of 
Public Relations of Jones & Laullhlin Steel 
Corporation, Pittsburllh 30, Pennsylvania. 



EQUALITY 
Reginald Jebb 

EDITOR's NOTE: It is not our purpose to take sides in what might be deemed 
the political affairs of Great Britain. This critique of "Towards Equality," a 
pamphlet recently released by the British Labor party, is presented prima
rily for those in this country who are increasingly confronted with these 
same arguments for enforced equality. 

EQUALITY is a noble-sounding 
word, but, like so many other 

noble-sounding words - such as 
democracy-it is today being ap
plied to policies very far from 
noble. The Soviet has appropri
ated "democracy" as a name for 
its devilish theories of govern
ment. The British Labor party is 
doing the same with the word 
"equality." 

Last July there was published 
in London a policy pronouncement 
by the Labor party entitled "To
wards Equality." At first reading 
the thesis it propounds may ap
pear too absurd to merit much 
attention, but it would be a mis
take to discount its possible ef
fects. The fact is that for years 
the central objective of socialism 
has been what socialists call equal
ity. This latest labor pamphlet 
gives a pretty clear idea of what 
they mean by the term. 

Before summarizing its specific 
aims, let us note two ominous 
statements in the introduction. 
First, the avowed determination 
"not just to run the country but 
to change the nature of society 
itself." Then secondly, "There ex
ists in a capitalist system a strong 
persistent trend towards economic 
and social inequality whick can 
only be contained by deliberate 
and continuous State interven
tion" (my italics). So there we 
have it. In order to produce a re
sult impossible save under an ab
solute despotism, unceasing (and 
we may add all-embracing) inter
vention by the State will be de
liberately brought i n to play. 
Those are the general principles 
that govern this labor pronounce
ment. 

Let us see what these inequali
ties are said to be and the means 
proposed to level them out. 

Mr. Jebb ia G Britiah ed .. CGtor, editor, e>nd i<n<......Ziat. 
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The first thing to be dealt with 
is education. Here there are two 
criticisms of the English system: 
that it accentuates social classes 
and that the different types of 
schools offer varying opportuni
ties to the pupils for obtaining 
lucrative posts when they leave. 
The "public" schools- that is the 
independent, fee-paying schools 
which would be called private 
schools in the United States-are 
criticized for encouraging social 
snobbery and for giving their pu
pils a better education than that 
supplied by the state schools, so 
that pupils from those private and 
voluntarily financed schools are 
more likely to obtain the better 
positions. The reason given for 
this is that the privately financed 
schools have larger financial re
sources than the state schools
a strange argument seeing that 
the latter are backed by the whole 
resources of the State. 

But on the question of equality 
of opportunity the pamphlet goes 
further than that. It even com
plains of the inequality of culture 
in different families so that "the 
competitive advantage would lie 
strongly with those whose family 
background was materially and 
culturally enriched." So it is to be 
presumed that not only incomes 
but culture also must be pruned to 
a dead level. That presumption is 
strengthened by the fact that 

many socialists are calling for the 
abolition of the privately financed 
schools. 

The pamphlet then turns to the 
inequalities apparent in different 
grades of work and in personal 
incomes. As regards conditions of 
work, there are no doubt improve
ments that could and should be 
made. But to cry out against ev
ery variance of conditions linked 
with work entailing more as 
against less responsibility, more 
as against less intelligence, and 
more as against less initiative is 
to destroy all incentive. The same 
is largely true of differences of 
income. To condemn a man just 
because he has a larger income 
than another man can only be the 
result of envy, nor can there be 
any way of effecting and main
taining equality of incomes except 
by outright tyranny. 

T HE NEXT HEADING of the pam
phlet is "Equality and Wealth," 
and by wealth the authors mean 
money and property personally 
owned. Here the envy motive is 
clearly evident. The critics resent 
any accumulation of personal 
property, apparently not because 
they want productive property 
more evenly divided, but because 
they are envious of material suc
cess. Instead of encouraging the 
propertyless members of society 
to become property owners them-
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selves, their seeming objective is 
to rob those owning more than a 
fixed amount and to use the money 
so obtained to strengthen the 
power of the State. Such a course, 
apart from being ethically inde
fensible, would ruin the economy 
of the country. For if the State is 
to be the only dispenser of in
comes, its organization will de
mand an enormous bureaucracy, 
which in turn will require an in
creased volume of taxation. But 
if nobody possesses more than a 
living wage, then from whom are 
these enormous taxes to be col
lected? 

So much for the general plan, 
which may seem, as I said above, 
so extravagantly absurd as to be 
of little practical importance. I 
should be the first to agree that a 
permanent equalization of wealth 
and incomes is utterly impossible 
short of a sustained despotism 
which no civilized country could 
tolerate. But it is not the success 
of the scheme so much as the 
means that might be adopted in 
an attempt to put it through that 
would be disastrous, not only to 
Great Britain but also as an ex
ample that might be followed by 
other free nations. 

T HE LINES OF ACTION proposed in 
the pamphlet confirm this. They 
comprise a tightening of income 
tax and death duties (already ex-

tortionate on any considerable 
capital or income), a capital gains 
tax, and possibly a tax on expendi
ture. Also proposed is an extension 
of state ownership by two new 
methods: (1) by collecting death 
duties in land and company shares 
as well as in cash, and (2) by 
boosting the government budget 
enough to make good the growing 
deficits in industries already na
tionalized. 

Clearly, if these proposals are 
put into practice, a large number 
of rich people will be impover
ished (which is the main object of 
the scheme) . But in addition, the 
following results are bound to 
occur: the incentive to produce, 
to provide for one's family, even 
to work at all will be so reduced 
as to endanger the whole economy 
of the country; the state machine 
will be vastly more expensive to 
run ; and the increased power of 
centralized government will im
peril the freedom of the citizen. 

Such are some of the latest 
maneuvers of those who are wed
ded to the idea of a collectivist 
society. They show unmistakably 
the plight of those who live in 
such a society-i.e., the loss of 
personal freedom-but they also 
reveal a sinister quality in the 
make-up of collectivism. They as
sume that the State, besides being 
the paymaster of the nation, is its 
moral director. These planners im-
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agine they can create a classless 
society by reducing everyone's in
come to a flat level. This is a mon
strous assumption and is made 
more monstrous by the fact that 
tion, least of all by legislation 
couraging envy and robbery. So
cial snobbery is a moral disease 
that cannot be cured by legisla
tion, least of all by legislation 
based upon hatred of the more 
prosperous. 

Jaw as its own perquisite to be 
interpreted in a way most likely 
to increase its stranglehold on the 
people. This Labor party pamphlet 
makes one wonder how far the 
poison of communist statism has 
infiltrated the minds of those who 
call themselves socialists, social 
democrats, or laborites. They pub
licly disown Marxism, but their 
policies do not bear out what they 
profess. 

We all know that the Soviet 
government looks upon morals and 

It is a warning to all those who 
value liberty. 

An Invisible Hand 
lr IS ONLY for the sake of profit that any man employs a cap
ital in the support of industry; and he will always, therefore, 
endeavor to employ it in the support of that industry of which 
the produce is likely to be of the greatest value .... 

He generally, indeed, neither intends to promote the public 
interest, nor knows how much he is promoting it ... By direct
ing that industry in such a manner as its produce may be of 
the greatest value, he intends only his own gain, and he is in 
this, as in many other cases, led by an invisible hand to pro
mote an end which was no part of his intention. Nor is it always 
the worse for the society that it was no part of it. 

By pursuing his own interest he frequently promotes that 
of the society more effectually than when he really intends to 
promote it. 

I have never known much good done by those who affected to 
trade for the public good. 

ADAK SMITH. Th• Wealth of NatioM 



Why Wages Rise: 
8 . THE COST OF BEING GOVERNED F. A. Harper 

In the preceding articles in this series, your wages have been 
spoken of as though they were entirely composed of money in 
the pay envelope which you could spend as you wish. They 
have been discussed as though each dollar could be spent for 
a loaf of your favorite brand of bread, or for peanuts, or for a 
new car; or given to your church, or to your favorite charity; 
or turned over to your wife to spend as she deems wise; or 
whatever. 

But this ignores an important fact. Not all your wages are 
available to you for free choice of spending in this way. And 
it is that aspect, as it relates to the level of wages, that will 
be discussed, in part, in this article. 

I F YOU PRODUCE in your gar
den twice the fruits and veg

etables this year that you did last 
year, you have twice the "garden
ing wage." Or if yours is a com
mercial garden and you have sold 
twice the amount of produce, you 
have twice the income and can 
buy twice the amount of things of 
your choice. 

Let us suppose that this year 
you produce 20 bushels of potatoes 
worth $2.50 a bushel, after taking 
out costs other than pay for your 
own time. You have a $50.00 to
tal wage. Having worked 50 hours, 
you have an hourly wage of $1.00. 

Now if I had come along in the 
spring and offered my help at a 
wage of $50.00 for the season; 

and if together we produced 40 
bushels instead of 20, our wage 
would still be $1.00 an hour -
$100 for 100 hours. 

But suppose that instead of of
fering my services to grow an ad
ditional 20 bushels of potatoes, I 
had offered to guard your potato 
patch against the mountain lions 
for a seasonal fee of $50.00. You 
would, of course, have turned my 
offer down for two reasons: (1) 
There are no mountain lions 
around anyhow, and what I am 
offering is no more a service to 
you than it would be for me to 
guard the mountain lions against 
your potatoes. (2) To pay me that 
high a wage would require all the 
proceeds from the potatoes you 

Dr. Har1>er is a member of the staff of the Foundation for Economic Education. 
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produce, leaving you nothing as 
pay for your own exercise. 

Service Charge& by Fiat 

But suppose I had bargained on 
a different basis, and said: "Since 
the protection of the potato patch 
is important to both of us, I will 
chip in along with you and pay 
an equal share of the cost of this 
general welfare. In other words, 
I will do all the work of protecting 
the patch and you will do all the 
other work of raising the potatoes. 
Then we will each pay half of each 
other's income in return for half 
the product-each of us getting, 
at the end of the year, ten bushels 
of potatoes plus half of the service 
of having had them protected." 

This would still be unappealing 
to you, since the protection is 
worth nothing to you and you 
would not pay anything for it 
willingly. Why give up half your 
potatoes for nothing? 

Let us assume, however, that by 
some device- though we are not 
here considering that device--it 
is decreed that this protection is 
"necessary"; that it must be pro
vided for the "general welfare." 
That decree overrules your objec
tion without answering it. And so 
I become hired by decree. Under 
this situation we find that wages 
are still nominally at a level of 
$1.00 per hour for both of us. Yet 
the worth of the wage has been 

changed. Though nominally the 
same wage as before, when all the 
time of both of us was spent rais
ing potatoes, it can't possibly be 
worth as much as before because 
we have produced less. 

A wage can buy no more than 
is produced. And under this new 
arrangement the two of us have 
produced only half as much as be
fore, or 20 bushels instead of 40 
bushels of potatoes. So our wages 
will now buy only 20 bushels of 
potatoes-plus protection against 
the mountain lions, of course. Our 
wages have in this instance, then, 
lost buying power in proportion to 
that part over which there was 
loss of free choice in spending
half the total yearly wage of our 
little community. The loss was the 
amount of forced purchase of a 
service worth nothing to you. 

Nor would this loss of buying 
power have been eliminated by 
diluting our money to the extent 
of the protection cost. This would 
only have raised prices sharply 
for the reduced amount of pro
duction. No matter what is done 
to the money, nothing short of a 
miracle can turn 20 bushels of 
potatoes into 40 bushels. 

Uncertaill Worth o/ Forced Sale& 

An extreme illustration has 
been given, to be sure. But it sug
gests clearly the principle that is 
involved. 
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Not all services are as worthless 
as guarding your potato patch 
against the mountain lions. I 
might, instead, have offered to 
pick the bugs off your potatoes. 
If this de-bugging had produced 
20 or more additional bushels of 
potatoes at a cost of $50.00-and 
lacking a way to do the same 
thing more cheaply - my offer 
would have been acceptable to you. 
You would willingly have hired 
me, because my service would 
have been worth the cost to you. 

My point is that if you are 
forced to buy certain "goods" or 
a "service" priced by edict, you 
are an enslaved buyer. Under 
these circumstances, what you are 
forced to pay has no necessary 
relationship to what it is worth 
to you. It may be worth nothing. 
It may, in fact, be of negative 
worth to you - something you 
would gladly pay to avoid rather 
than to have. Or it may, on the 
other hand, be worth something to 
you. It may be worth a little bit. 
Or it may be worth any amount 
up to the decreed price you are 
forced to pay. It may conceivably 
be worth more than the decreed 
price, rarely and for a few per
sons. 

So in such an instance you can't 
escape a purchase at a price un
related to its worth to you. You 
are not allowed to go without it, 
nor to produce it yourself, nor to 

buy it from a more efficient 
source. This means that the "in
come" required to pay for it is 
likewise of uncertain worth. It is 
worthless because you attach no 
worth at all to what you get in 
return. At best, it is income of 
less worth than any other dollar 
of your income, which can be 
spent for what you most want to 
buy. 

The Nature of Government Service& 

The costs of government are of 
this type for individual persons in 
the nation. These costs are all 
paid with compulsory taxes of one 
form or another. Since each serv
ice is of uncertain worth to any 
individual person, therefore the 
income from which the taxes 
are paid is of uncertain worth to 
that person. 

Government is concerned with 
governing. It means to govern, to 
control, to rule, to exercise author
ity. 

Or put it this way: A political 
government is an agency we set 
up to govern ourselves. It oper
ates outside and beyond those 
things we do for ourselves individ
ually, as we voluntarily cooperate 
with one another in willing ex
change and trade. 

A political government does not 
do all the governing, of course. 
Banks and other businesses have 
private policemen, guards, and 
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WAGE TRENDS IN THE UNITED STATES 

Buying power before and after taxes 
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SouRCE: For wages before taxes, see previous articles in this series: THE FREEMAN, February 
and March, 1966. The coat of being e-overned was derived from data on ~rovernment costs 
and personal incomes, by the United States Department of Commerce. 

night watchmen. Organizations of 
all sorts have governing bodies 
which in some degree govern their 
members; sometimes these or
ganizations attempt to govern 
outsiders, too. There is even a bit 
of governing within each family; 
witness the posterior pains of 
childhood. 

The distinctive feature of the 
political governmental body is its 
monopoly status, its compulsory 
"sales" to every member of the 
society. This is not true of most 
other forms of governing within 

our society. We may escape them 
in one way or another. If we do 
not like the private policeman in 
one bank, for instance, we can 
take our business elsewhere. It 
may be less easy for a child to 
leave his fami ly, but small boys 
still go over the hill at times. 

Our concern with the matter of 
governing is its relation to our 
judgment of its worth. This af
fects real wages. And that is why 
the monopoly of political govern
ment is of a special type - of 
special concern. 
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The total cost of political gov
ernment in the United States is 
now about a hundred billion dol
lars a year. Were you to appraise 
each part of this enormous ex
penditure in order to judge its 
worth to you, as you would your 
individual grocery purchases or 
the selection of a necktie, you 
would find yourself confronted 
with an almost inconceivable task. 
For were you to study the things 
which government does and judge 
their worth in this way, even at 
the hasty and superficial rate of 
one million dollars an hour, you 
would not be able to finish until 
well into the twenty-first century. 
Besides, since persons do not 
agree on that any more than they 
do about the worth of items in a 
department store or mail order 
catalog, I don't know just what 
these things are worth. Nor do 
you, I dare say. All we can say is 
that it is a monopoly market cost
ing the average family about $2,-
000 a year to be governed. These 
are service charges we must pay 
-or go to jail. 

It seems certain, then, that the 
value of our present political gov
ernment is completely uncertain 
for any one person and, therefore, 
for all persons combined. We can't 
possibly know its worth, so long 
as a given service remains a mo
nopoly that individuals are com
pelled to purchase. All we know, 

for any one item, is that it is still 
tolerated by a majority of the vo
cal citizens. 

Effect on Wage Rate• 

One would be remiss not to 
think of the worth of government 
when he is appraising the worth 
of his wages. The part of his 
wages going for political govern
ment today is of quite a different 
sort of worth from the remainder, 
which he can spend for objects of 
his choice and preference. It is 
quite different, dollar for dollar, 
from income he can use to buy 
whatever appeals to him as cheap
est and best, among all available 
goods and services. 

Were it not for the fact that 
the cost of being governed has 
risen higher and higher over the 
years, this would not be an im
portant factor in any study of the 
cause of rising wages. But the 
cost has risen sharply. 

The present cost of governing 
ourselves (cost of government) is 
about thirty-one times as much 
as it was a century ago, per per
son, and aside from the effects of 
inflation on dollar costs. Or if we 
express it in terms of wages, the 
cost of governing ourselves a cen
tury ago took about three minutes 
of time out of each hour of work; 
now it takes nineteen minutes out 
of each hour of work. 

It is noteworthy that the cost 
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of governing ourselves is now a 
little more than double the entire 
share of the national product go
ing to those who have saved. It 
is more than double the total of 
dividends, interest, rents, and 
royalties, even in our nation 
where these are high because of a 
fabulous accumulation of capital 
and savings in various forms. 

The effect on wages of the ris
ing costs of government is re
vealed by the accompanying chart. 
The inroad has become alarming 
over the last half century. It has 
taken almost half-48 per cent, 
to be exact-of the increased pro
ductive capacity of an hour of 
work over this period. The in
creased cost of governing our
selves has, in other words, ab
sorbed half the increased welfare 
which improved production tech
niques have made possible during 
the twentieth century. 

Let's put it another way. Sup
pose it were possible, in some way, 
to govern ourselves with the same 
proportion of our working time as 
prevailed a half century ago. 
Were this possible, the amount of 
income remaining to the worker 
for free choice in his spending
his pay after taxes-presumably 
could have risen at least twice as 

much as it has. Our increased 
capacity to produce, if allowed to 
operate to the full, could have 
doubled our increase in economic 
benefits. 

In closing, I would emphatically 
suggest that perhaps the best way 
to get higher wages now would 
be to hire out to ourselves in
dividually, so to speak, for more 
of the job of governing ourselves. 
That would mean more self-re
liance, more self-control, and all 
the rest. In this way great sav
ings could be made in the drain 
on our incomes, leaving that much 
more to spend on things of our 
choice and preference. This, in 
effect, is the same thing as a rise 
in wages. 

Those of us who labor for a 
living might well consider a com
pletely new direction-a new ob
jective- in our bargaining for 
wages. Since there is no more to 
be gotten from employers than 
the slow increase in productivity 
will allow, perhaps we should 
start directing our bargaining 
power at government. Why not 
govern ourselves more, and there
by be able to keep more of what 
we are nominally paid? 

A dollar saved is a dollar 
earned. 



Risk Capital_Key to Progress 
William H. Peterson 

POLITICAL ORATORY now to 
Election Day will probably 

once again carry barbed refer
ences to "bloated Wall Street," 
'~the moneyed interests," "the New 
York bankers," and so forth. For, 
according to the leftwingers, Wall 
Street is a den of iniquity con
ceived for parasites who "get 
rich" by cornering, "manipula
tion," and speculation in general. 
· Nothing, of course, could be 
further from the truth. But the 
myth has been seducing the gulli
ble ever since Marx's Das Kapital 
linked capital with the "exploiting 
bourgeoisie" against the "exploit
ed proletariat." Quite the con
trary to Marx's thesis, capital 
(and hence Wall Street) does not 
at all exploit the American work
er but, rather, equips him with 
the sinews of industrial might -
railroads, steel mills, auto plants, 
generating stations, coal mines, 
oil wells. Capital does not stop at 
merely affording productive facili
ties; it goes on to provide the life
blood of all the distributive facili
ties as well - department stores, 
banks, supermarkets, drive-in the
aters, laundries, and all the other 

phases of the American economy 
which the economist frequently 
lumps into the classification, "the 
service industries." In short, cap
ital is man's servant, hardly his 
"exploiter." And it may be argued 
that it is the American worker 
himself who inadvertently is the 
"exploiter ." He exploits capital. 

Let us see how. To get the pic
ture, contrast the positions of the 
worker in capitalistic America and 
of the worker in largely capitalless 
Iraq. The American worker drives 
to his job in his own car. He func
tions in a five-day week and an 
eight-hour day. His plant is clean, 
with modern washroom and cafe
teria facilities. While his pace 
may be rapid, it is not strenuous 
or backbreaking, for machines -
that is, capital - do the work. 
Fork trucks and other materials 
handling equipment lift loads. 
Conveyor belts carry work to the 
worker for assembly. Steam and 
electric power turn lathes, spin
dles, polishers, mixers, and so on. 
No wonder American longevity is 
ever on the rise; the American 
worker may produce, but he does 
not engage in heavy physical Ia-

Ih. Peterson, professor of economics at N ew Y ork Universit11, is alao assistan t to th4 Dean 
of the Graduate School of Eusiness A dministration. 
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bor. So to "work" out his muscles, 
the American worker becomes a 
sportsman-hiking, hunting, fish· 
ing, gardening. 

With all this, the American 
worker's standard of living is the 
envy of the world. Most American 
workers own their homes. They 
vacation every year. They view 
television. Their wives are fash
ionably dressed and their children 
well schooled. Their homes are 
crammed with electrical servants 
- refrigerators, vacuum cleaners, 
toasters, freezers, washing ma
chines, and, increasingly, dish
washers, dryers, food mixers, 
ironers, disposal units. These at
tributes of high living standards 
constitute the pay-off of capital. 
This is how the American worker 
"exploits" capital, to the tune of, 
according to the Allied Machinery 
and Equipment Council, $12,000 
per worker. 

Capital Brings Good 

Working Conditions 

In Iraq, the American worker's 
counterpart walks to his job in a 
dreary shop, unsanitary and ill
lighted. Hours are long and the 
tasks heavy. Motive power is mus
cle power, sometimes animal pow
er (camels or oxen), and infre
quently electric or steam power. 
His home is a mud hovel and his 
wife and children are ill-clad. He 
is almost perpetually hungry and 

tired, and his life expectancy is 
short. Life in Iraq is truly a strug
gle for survival. Why? The con
spicuous absence of capital. For 
while the American worker is sup
ported by thousands of dollars of 
invested capital, the Iraq worker 
is supported only by pennies of 
capital. The American farmer 
plows while he sits on his tractor. 
The Iraq farmer plods on foot 
while he scratches the soil with 
a stick. 

Clearly, then, capital is the key 
to prosperity or, as Carl Snyder, 
economist for the New York Fed
eral Reserve Bank, put it in his 
incisive book, Capitalism the Cre
ator, capital is the "creator" of 
prosperity. This fact tends to nul
lify the misleading implications in 
statistics on "worker productiv
ity," for it is obvious that pro
ductivity stems not from man but 
from his tools - that is, capital. 
The driver of the Iraqi oxcart can 
move a half a ton 15 miles in a 
day. The driver of an American 
trailer-truck can move 30 tons 300 
miles in a day-a multi-thousand
fold productivity differential. Cap
ital makes the difference. 

So it behooves us to guard cap
ital and accumulate capital, to un
derstand capital and improve cap
ital. Capital is unconsumed pro
duction or wealth diverted, that is, 
invested - to further productiQil. 
The act of not-consuming is sav-
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ing, and savings constitute the 
only source of capital. Saving is 
carried on both by individuals and 
groups of individuals such as cor
porations. 

Individual investment moves in 
diverse ways. The individual may 
save in a bank or buy an insur
ance policy. In these cases the 
banks and the insurance compa
nies are intermediaries in the 
savings-investment process. The 
banks and the insurance compa
nies pool the savings of the indi
viduals and invest in business en
terprise. But the individual may 
prefer a more direct investment 
on his own part. In this case he 
can invest in the shares of mutual 
funds and, if he is a small inves
tor, thereby achieve a degree of 
diversification not otherwise pos
sible. Still more direct invest
ments are available to the inves
tor. Through his broker he can 
buy corporate shares and hence 
build up the capital power of the 
nation. For this, he gets or he 
hopes to get a return. 

This note on hope emphasizes 
the inevitable uncertainty of gain 
attached to capital. Capital, ac
cording to the Austrian economist, 
Boehm-Bawerk, is "the technical 
superiority of round-about pro
duction." The two revealing words 
here are "technical" and "round
about." Technology is constantly 
seeking to improve capital - to 

increase horsepower, to accelerate 
speed, to heighten output, to im
prove quality, and so on. This 
means that capital once "frozen" 
into a machine is always in dan
ger of becoming obsolete by new 
developments in technology which, 
of course, spells a loss to the in
vestor but much greater gains for 
the nation. Again, the "round
about" nature of capitalistic pro
duction means the inevitable pro
duction for future markets. The 
investor, really the entrepreneur, 
must accurately anticipate the fu
ture market for his wares. But 
consumers are demanding and oc
casionally fickle. Styles change as 
well as customs and habits. Cap
ital, once committed in specific 
plant and equipment, is always at 
the mercy of this uncertainty. So, 
in the final analysis, all capital is 
risk capital. All capital must un
dergo risk. It is inherent, even in 
the case of preferred stock and 
mortgage bonds. 

Risk Is Always With Us 

Yet risk is so often overlooked, 
especially now during the seventh 
year of a bull market. History 
does not forget, and it is well to 
remember, Tuesday, October 29, 
1929. Before then, too, there had 
been talk of everlasting boom. 
Risk was by the boards. That very 
summer of 1929 many believed 
the not untypical statement by 
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John J. Raskob, Democratic na
tional chairman : 

If a man saves $15 a week and in
vests in good common stocks and al
lows the dividends and rights to ac
cumulate, at the end of twenty years 
he will have at least $80,000. He will 
have an income from investments of 
around $400 a month. He will be 
rich. And because income can do 
that, I am firm in my belief that 
anyone not only can be rich but 
ought to be rich. 

This statement, so bizarre in 
the hindsight of the thirties, was 
part and parcel of the climate of 
opinion during the boom of the 
late twenties. Today's climate of 
opinion in Wall Street may be bor
dering on a similar over-optimism. 
There is talk of the magical power 
of "built-in" stabilizers. Corpo
rate expansion plans are to run 
into the billions. Risk, seemingly, 
is evaporating. 

But as Professor Frank H. 
Knight of the University of Chi
cago reminds us in his brilliant 
book, Risk, Uncertainty, and Prof
it, risk always dogs capital. Yields 
on common stock as well as on 
equipment bonds can never be 
blithely assumed at 5 or 3 per 
cent. The veterans of 1929, the 
holders of Czarist bonds, the in
vestors of worthless uranium 
stock can testify to the contrary. 

One more note on capital. It is 
not perpetual. It wears out. It 
must be replaced. Hence, the need 
of new risk capital exists as press-

ingly in America as it does in so
called "under-developed" countries 
such as Iraq. Savings must there
fore go forward. And investment, 
too, must go on. The need of new 
risk capital is so great that no 
longer can equities be the luxury 
of the upper income groups. With 
today's up to 91 per cent income 
tax rates the base for investments 
must be widened. Stocks, once lux
uries, may now by virtue of the 
higher living standards of the 
American worker be "necessities." 
They buy securities and are part 
owners of corporations. 

This is not to say that the work
er ought not be made thoroughly 
aware of the risk involved in in
vestment. No one wants Wall 
Street to engage in the high-pres
sure salesmanship of "get-rich 
quick," so prevalent in the hectic 
days before 1929. But the worker 
should also be made aware of the 
prosperity-creating, dividend-pay
ing power of capital. The worker 
should see that capital equipment 
is as vital to industry as conven
ience equipment is to his wife. 
And behold! the most significant 
upshot of Wall Street as the finan
cial supermarket of the U. S. A. 
- when the worker becomes an 
investor in American enterprise. 
The worker is transformed into a 
capitalist. What a joke on Marx! 

Reprinted from Tke Analy•t• Journal, May 
1968. 



"Uncontrollable budgets, excessive tax burdens, inflationary 

monetary policies, and currency depreciation make a mockery 
of any plan for economic security or 'social justice.' " 

Social and Financial Responsibility 

CONGRESS has approved an
other in the seemingly end

less series of proposed broaden
ings and liberalizations of the fed
eral Social Security program. 
Meanwhile, millions of recipients 
of fixed incomes, including the 
aged, disabled, widowed and or
phaned, continue to feel the ef
fects of the heavy tax burden and 
the rise in the cost of living, 
which have slashed the purchasing 
power of lifetimes of savings. 

Not only Social Security but al
so most of the other sweeping 
changes in the relations between 
people and their governments dur
ing the past generation have been 
a<'lopted in the name of "social re
sponsibility." Governments have 
been called upon to assume the 
"social responsibility" of regulat
ing economic life and protect
ing or indemnifying individuals 
against a wide range of hazards. 
How many of these safeguards 
properly lie within the field of so
cial rather than individual respon-
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sibility is debatable, and whether 
governmental compulsion is the 
best means of dealing with them 
is even more so. What is certain 
is that the "social" responsibility 
cannot be met without a higher 
sense of financial responsibility 
than most peoples have shown in 
the recent past, or are showing 
today. 

More specifically, uncontrollable 
budgets, excessive tax burdens, in
flationary monetary policies, and 
currency depreciation make a 
mockery of any plan for economic 
security or "social justice." Is this 
financial irresponsibility a pass
ing phase, or is it an inevitable 
consequence of the attempt by 
governments, in response to popu
lar demand, to assume a degree of 
"social responsibility" beyond 
their practical capacity to bear? 

Deflation or Devaluation? 

The most important single step 
toward financial irresponsibility 
was taken when the people of the 
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world rejected the discipline of 
sound money and accepted the 
concept of "managed" currency. 
The importance of the step did 
not lie so much in changes in the 
terms and conditions of specie re
demption as in the fact that de
valuation replaced deflation as the 
preferred method of correcting fi
nancial maladjustments. 

As far as the purchasing power 
of currencies was concerned, the 
abandonment of the gold standard 
was a cause of financial irrespon
sibility primarily in a passive or 
permissive sense. It might be the
oretically possible, by means of 
appropriate budgetary, monetary 
and other policies, to hold prices 
as stable, for a time at least, un
der an irredeemable currency as 
under the gold standard. Some 
statistical measure of the general 
price level, for example, might be 
substituted for gold as a standard 
of value. But this, even if prac
tically possible, would merely be 
substituting one form of econom
ic discipline for another. There 
would still be a fixed norm, and 
deflation, rather than devaluation, 
would still be the final corrective. 

As long as people insisted upon 
stable money, even at the cost of 
the ri~ors of oc~asional deflation, 
they had relatively stable money. 
When they refused to submit to 
the discipline of deflation for the 
sake of stable money, the fixed 

norm was gone, and currency val
ues were set free to drift with the 
political winds, which almost al
ways blow in the direction of in
flation. Whatever may be said for 
the theoretical advantages of 
"managed" currencies, experience 
indicates that in practice, and 
over the long term, they are de
preciating currencies, especially 
in an age of governmental "so
cial responsibility" as that phrase 
is understood today. 

"Full Employment Commitment., 

Against this background of an
chorless currencies, what particu
lar forms of "social responsibil
ity" are operating in a positive 
way to undermine the purchasing 
power of money? Certainly one of 
the most powerful is the political 
pressure for continuous "full em
ployment." Governments and cen
tral banks are expected to main
tain economic conditions in which 
all persons desiring to work shall 
always be able to find jobs at 
"fair" wages. The only instru
ments of major importance with 
which governments and monetary 
authorities can endeavor to meet 
this requirement are inflationary. 
The principal ones are intentional 
budgetary deficits, artificially low 
interest rates, and central-bank 
operations and regulations tend
ing to swell the supply of loanable 
funds. 
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All these measures have the ef
fect of increasing the amount of 
money and bank deposits without 
a corresponding increase in the 
quantity of goods and services to 
be bought. In addition, artificially 
low interest rates tend to discour
age saving and encourage borrow
ing for investment in new indus
trial facilities. Thus the balance 
between money on the one hand 
and goods and services on the 
other is disturbed, and prices 
rise. Unless commensurate price 
changes are occurring in other 
countries at the same time, the 
rise in domestic prices makes it 
more difficult to export and easier 
to import, and the balance of in
ternational payments is upset. 
Eventually it becomes necessary 
to restore balance by devaluing 
the currency, and this expedient 
must be used rather promptly if 
the country concerned is largely 
dependent upon foreign trade. The 
alternative correction, price defla
tion, is obviously ruled out by the 
"full-employment commitment," 
since deflation usually occasions 
some unemployment. 

Other "Social Program•" 

Both the pressure on national 
budgets and the disequilibrium 
between saving and investment 
are intensified by the various "so
cial services" which present-day 
governments are expected to sup-

ply. The cost of these services is 
so great that the tax burden 
grows very oppressive, and the 
demand for tax relief becomes al
most irresistible. Deficit financing 
offers the easy way out, and this 
tends to develop into a national 
habit. At the same time, the heavy 
taxation of individuals in the 
higher income brackets to provide 
"free" services to those less favor
ably situated involves a large
scale redistribution of income. To 
some extent, taxes are paid with 
money that would otherwise be 
saved, whereas almost all the 
money distributed by government 
for "social services" is spent. 
Thus saving is further reduced, 
while borrowing, both by govern
ment and by private business for 
capital expansion, is stimulated. 

Insofar as the aim of continu
ous "full employment" is achieved, 
it aggravates the upward pres
sure on prices exerted by the con
stant demands of powerful labor 
unions for wage increases exceed
ing the rise in the productivity 
of industry. It is agreed by almost 
all businessmen and by some un
ion leaders that wage increases 
which raise costs of production 
defeat their own purpose by forc
ing workers to pay corresponding
ly more for the product. Yet in 
practice it has been found impos
sible to hold union demands with
in the limits that would be indi-
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cated by the rise in productivity. 
Thus organized labor, which has 
attained its present position of 
power with aid and encourage
ment furnished by government in 
the endeavor to fulfill its "social 
responsibility," has become one of 
the most potent instruments of in
flation. 

Another major group for whose 
supposed benefit government has 
been called upon to exert and 
broaden its powers in the name of 
"social responsibility" is agricul
ture. Agrarian programs have 
taken different forms in different 
countries. In the United States, 
the government has attempted to 
enforce "fair" prices for farm 
products, the criterion of "fair
ness" being a set of price rela
tionships that existed more than 
forty years ago. This unrealistic 
endeavor has resulted in the pro
duction and accumulation of a 
volume of surplus products that 
has cost billions of dollars of the 
taxpayers' money, has finally de
pressed farm prices and farm in
come despite the governmental 
price supports, has forced the 
government to resort to the fan
tastic expedient of paying farmers 
for not producing, and has cre
ated a problem of surplus disposal 
that has embroiled the country's 
relations with some of its neigh
bors. 

Some present-day governments 

and central banks, including our 
own, have made valiant efforts to 
adhere to the principles of finan
cial responsibility and stable mon
ey. The purpose of this discussion 
is not to criticize these govern
ments, or even contemporary gov
ernments in general. It is mere
ly to point out that the world has 
been swept by a philosophy of "so
cial responsibility" which is self
defeating insofar as it ignores or 
contravenes the rules of financial 
responsibility. As long as this 
philosophy prevails, no govern
ment can totally refuse to conform 
with it. 

International Instance. 

The strange combination of "so
cial responsibility" and financial 
irresponsibility can be seen on the 
international as well as the na
tional scale. It is probably fair to 
say that most of the international 
"co-operation" since World War 
II has been calculated to make it 
unnecessary, or less urgently 
necessary, for nations to put 
their financial houses in order. 
This has been conspicuously true 
of the aid extended by the United 
States to foreign countries under 
the Marshall Plan and its succes
sors. Such aid has enabled recip
ient nations to fill the gaps in 
their balances of international 
payments, thus avoiding or delay
ing the hard alternative of defla-
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tion or devaluation, and permit
ting inflation to run on. Institu
tions like the International Mone
tary Fund and the European Pay
ments Union have somewhat the 
same effect. True, these institu
tions have rules designed to force 
debtor nations to correct the 
causes of their indebtedness. Yet 
their operations unquestionably 
tend to cushion the effects of un
healthy financial conditions and 
practices, and to that extent weak
en the incentives to rectify them. 

Governments, especially those 
of newly independent and econom
ically "underdeveloped" coun
tries, have been under pressure 
to assume the "social responsibil
ity" of promoting rapid industri
alization. In many cases, this pol
icy seems to be inspired by na
tionalistic feeling rather than 
strictly economic motives and po
tentials. Almost without excep
tion, such countries complain of 
acute shortages of capital, which 
is simply another way of saying 
that their relatively unproductive 
economies cannot create savings 
fast enough to provide for indus
trialization on the desired scale. 

Yet the "social responsibility" 
of these highly nationalistic gov
ernments prevents them from ad
mitting foreign capital on terms 
of sufficient freedom to make in
vestment attractive. In their ef
forts to escape from this dilemma, 

such governments tend to protect 
and subsidize their struggling in
dustries and to resort to inflation
ary practices in the apparent be
lief that a shortage of capital is a 
shortage of money rather than 
of goods. 

False Distinction& 

These and many other projects 
undertaken in the name of "social 
responsibility" are not only fail
ing to achieve their purpose but 
are generating worse evils than 
they aim to alleviate, either be
cause public opinion forces gov
ernments to violate the time
tested rules of financial responsi
bility or because the projects 
themselves are in basic conflict 
with those rules. Government offi
cials, from the heads of state 
down, reflect this political pres
sure when they extol "human 
budgets" as more important than 
"treasury budgets," as if there 
were a contradiction or even a dis
tinction between the two. 

Such false distinctions are 
symptomatic of the confused 
thinking that is carrying most 
countries, with varying speeds, 
down the inflationary path. It 
seems to have been forgotten that 
financial responsibility is the be
ginning of real social responsibil
ity. 

From The Guarantv Surve11, August 1966, 
Albert C. Wilcox, Editor. 



A REVIEWER'S I\IOTEHOOK 

ALEXIS DE TOCQUEVILLE is 
best known for his Democmcy 

in America, an astounding work 
of analysis and prophecy which 
retains its truth for today even 
though it was first published more 
than a hundred years ago. But 
even more astounding than De
mocracy in America is de Tocque
ville's The Old Regime and the 
French Revolution, now reissued 
in a new translation by Stuart 
Gilbert (Doubleday, Anchor Books, 
95 cents). 

De Tocqueville's ability to gen
eralize from a multiplicity of 
clashing and wildly heterogeneous 
facts without distorting reality is 
absolutely breathtaking. The gen
eralizations, moreover, are so 
firmly based that they are as ap
plicable to our own time as they 
were in 1835 or 1789. The great 
virtue of The Old Regime and the 
French Revolution is its ability to 
look behind the verbalism used 
by men to the forms that link "re
action" to "revolution" in any so
ciety. The "new," as de Tocque
ville points out, is generally the 
"old" in false face; and the wild
er the revolution, the more total 

John Chamberlain 

is the reaction that follows it. 
Thus the French Revolution, 
which was supposed to remake so
ciety and change the condition 
of man, merely fastened the vices 
of the monarchy on the French 
nation for what must often seem 
like eternity. Unreasoning cen
tralization, a passion for intellec
tual order that denies the "or
ganic" in man, an anarchical sense 
of liberty that somehow goes 
along with witless taxation and 
extreme bureaucracy, a parlia
mentary system running to impo
tence - all of these things existed 
under the Bourbons. The Revolu
tion of 1789 did not abolish them, 
nor have any of the restorations 
or coup d'etats or revolutions that 
have punctuated French history at 
intervals ever since 1815. The 
Gallic maxim, "Plus <;a change, 
plus c'est Ia meme chose," was not 
invented by de Tocqueville. Never
theless, it serves as an adequate 
description of the contents of his 
book. 

The first big point that emerges 
from The Old Regime is that the 
French Revolution did not have 
its roots in poverty. What pro-

49 
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duced the bloody carnage, the ex
cesses of the Terror, the wild ef
fort to pour humanity into non
sensical molds, was a surfeit of 
statism which had dried up the 
individual Frenchman's sense that 
he was the master of his own soul 
and destiny. The people, in 1789, 
thought they were rebelling 
against feudalism. Actually, they 
were rebelling because feudalism, 
which was a tissue of reciprocal 
rights and duties locally protected 
and administered, had been abol
ished by the monarchy. The Bour
bons had a passion for the rectan
gular in more things than art, 
architecture, and gardens; they 
simply had to feel that people 
would stick to squares and cubi
cles, so to speak, in living lives 
that would move along roads as 
straight as matchsticks. The lack 
of the sense of roundness, the dis
appearance of spontaneity, the 
failure of the heart in the battle 
with the head - these things 
were increasingly characteristic 
of French life from top to bottom 
as the eighteenth century moved 
toward its close. 

Take the condition of the peas
ants, for example. The peasants 
were no longer bound by the ties 
of feudalism. They owned their 
own acres ; they practiced their 
own husbandry; they scrimped 
and saved and added to the num
ber of their fields as they could. 

In short, they had a large measure 
of freedom in the "castle" that is 
supposed to be everyman's home. 

But once the peasant had stepped 
off his own land he found himself 
completely hemmed in. The power 
of government had passed from 
the provinces and the provincial 
towns to Paris. Taxation was ab
surdly inequitable ; the nobility 
was largely exempted from it, yet 
performed no function in society 
that could be offered as a good 
reason for the exemption. To save 
himself from what de Tocqueville 
calls "arbitrary, not to say fero
cious, methods of taxation," the 
French peasant tried to create 
the outward illusion of bad hus
bandry and utter poverty. He had 
little concourse with people in the 
towns. As for his relations with 
the clergy, the peasant was often 
antipathetic toward the church 
because the priests seemed as ar
bitrarily favored as the nobility. 
"The bourgeois," says de Tocque
ville, "had been completely severed 
from the noble, and the peasant 
from both alike .. .. the inevitable 
consequence was that, though the 
nation came to seem a homoge
neous whole, its parts no longer 
held together. Nothing had been 
left that could obstruct the cen
tral government, but, by the same 
token, nothing could shore it up." 

If the peasantry had really 
been starved, or deprived of its 
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individuality by the introduction 
of collectivist agriculture, it might 
have been kept in subjection prac
tically forever. But it ate well on 
its own land, it protected itself 
fiercely, it sent its sons to the 
towns to become members of the 
middle class, and it nourished its 
sense of grievance at the sight of 
nobles who were not even re
quired to rule. With its energies 
caged but not basically impaired, 
the peasantry was ready for re
bellion at the first sight of a lead
ership that would promise it 
equality under the law. 

AT THE OTHER END of French so
ciety, the nobles had become a rel
atively functionless class. The 
king ruled through his intendants 
and his bureaucracy, leaving the 
nobility its privileges and its lei
sures but requiring nothing from 
it as compensation in return. In 
their own turn the nobles gladly 
relinquished their duties to serve 
the nation in general, or the peas
ants in particular, merely to gain 
exemption from the taxation that 
oppressed everybody else. 

In the towns the sense of local 
initiative disappeared through at
rophy. The Bourbons trafficked in 
town offices, selling them to the 
highest bidder. Towns were arbi
trarily deprived of their right to 
rule themselves until they could 
fork up enough cold cash to buy 

back the right. But the right was 
never actually a right, for at any 
moment it could be "abolished"
and then resold all over again. 
Naturally, under such circum
stances, local administration grav
itated more and more into the 
hands of the king's direct repre
sentatives. 

The result of all this, geograph
ically, was that Paris, the capital, 
became the nation, and everyone 
with an idea in his head migrated 
to Paris. Cut off from their roots, 
the French intellectuals of the 
eighteenth century tended to 
think in terms of paper systems 
dominated by symmetrical logic. 
The intellectuals produced the 
"abstract words, gaudy flow~s of 
speech, sonorous cliches, and lit
erary turns of phrase" that were 
destined to move the politicians 
when the great upheaval came in 
1789. When peasant animosity 
was placed at the disposal of polit
icos who were themselves swayed 
by the intellectual's passion for 
synthetic order, the result was a 
horror that was not to be repeated 
until a similar animosity was 
tapped by the Marxist intellec
tuals and politicos of Soviet 
Russia. 

If all this were ''mere history,'' 
something to be read about in 
the books, then de Tocqueville's 
The Old Regime would have a 
purely antiquarian interest. But 



52 THE FREEMAN OctobeT 

there is so much more to de 
Tocqueville than "mere history" 
that the reader finds himself dart
ing off on many a fruitful tan
gent of his own. Today, as in the 
France of the late eighteenth cen
tury, taxation is so arbitrary that 
it seems unjust. But instead of 
striking at peasants and ordinary 
townsfolk, the tax laws of today 
strike with special virulence at 
small businessmen who are trying 
to float themselves off into active 
enterprises of their own. The 
modern tax inequities bear down 
with special cruelty on the $8,000 
to $20,000-a-year brackets, some
times giving men of ideas the 
feeling that any unusual expendi
ture of energy is hardly worth 
the c·andle. The resentments of 
the "idea classes" can be absorbed 
up to a point without resulting in 
violence. But it is the apathy, not 
the revolutionary anger, of the 
"idea classes" that is hurting hu
manity today. The results of this 
apathy are particularly marked in 
England and the Scandinavian 
countries. But if Americans of 
"idea status" haven't succumbed 
to any marked degree as yet, it 
would require little more than an
other good round of inflation to 
make the "idea man" feel he is on 
a treadmill that leads nowhere. 

ANoTHER part of de Tocqueville's 
book that is not "mere history" 

is the lesson it has to teach about 
the dangers of centralization. 
These dangers have been miti
gated recently by the reaction 
against the more extreme central
izing measures of the 1930's. But 
the trend against centralization 
hasn't really gotten off the ground. 
Central governments everywhere 
collect the vast bulk of the mod
ern world's taxes. When the next 
economic "downturn" comes, with 
its invitation to centralizing poli
ticians to seize more and more 
power, de Tocqueville's book will 
stand as an awful warning of 
what happens at the end of the 
centralizing road. 

It should also stand as a peren
nial warning that nations cannot 
be arbitrarily changed by political 
action of any radical kind. Indi
viduals working by means of vol
untary persuasion can sometimes 
move mountains. But when politi
cians try to impose change by leg
islative and administrative fiat, 
something untoward happens. In 
life it is the ''organic" that 
counts, and organic changes can
not be forced. The best law repre
sents a consensus that is already 
prevalent in the hearts of men. 

Voltaire and the State by CONSTANCE 
RoWE. New York: Columbia Uni
versity Press. 254 pp. $4.00. 

"For a nation to be loved," said 
Edmund Burke, "it should be love· 
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Jy." With something like that 
thought in mind, Voltaire set 
about defining the conditions that 
would make his beloved la patrie 
worthy of his unstinted devotion. 
French culture had a solid claim 
on his admiration, and with Pari
sian life he had fallen hopelessly 
in love in his youth. But, Bourbon 
management of L'Etat put a 
strain on one's patriotism and for 
that reason was in dire need of 
overhauling. For his pains in set
ting forth its shortcomings and in 
expounding a philosophy of gov
ernment, Voltaire was compelled 
to live most of his life outside the 
land he loved best. 

Voltaire and the State is a con
cise and highly readable study of 
Voltaire's views on the proper po
litical organization of society. 
These views, in the main, were in
corporated in our own Declaration 
of Independence and in our Con
stitution, and are therefore inte
grated with our political tradition. 
Long before Jefferson was born, 
Voltaire wrote of man's "primi
tive and inalienable rights," of 
equality before the law, of the ob
ligation of government to pre
serve man's fundamental liberties. 
Though France was uppermost in 
his mind when he expounded his 
ideas, he held them to be absolute 
principles underlying the contract 
between the individual and organ
ized society, applicable to any po-

litical entity; he was a philoso
pher of patriotism. 

The luster and immensity of 
Voltaire's ideas have worn off un
der the impact of familiarity. But 
in his time, it should be remem
bered, kings ruled by "divine 
right," not by any defined princi
ples of government. Even he did 
not find monarchy in itself objec
tionable, indicating that his con
cern was not with any particular 
form of government but with the 
principles on which it operated. 
To him a State was on solid foun
dation only if it guaranteed to the 
individual such natural rights as 
liberty of person and property, 
freedom of speech, press and as
sembly, liberty of conscience and 
trial by jury; its techniques were 
of little moment. A patriot, to Vol
taire, is one who strives to keep 
the government under which he 
lives in line with these princi
ples. Voltaire advocated the re
form, not the overthrow, of the 
Bourbon dynasty. 

Now that the doctrine of "nat
ural rights" has fallen into philo
sophic disfavor, and there is an 
inclination to relegate the individ
ual to subservience to the State, it 
would be well for Americans to 
acquaint themselves with the ideas 
on which their political institu
tions were based. Voltaire and the 
State is an opportune book. 

FRANK CHODOROV 
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Beyond the Dreams of Avarice by 
RussELL KmK. Chicago: Henry 
Regnery Company. 339 pp. $4.50. 

Russell Kirk is a non-utopian, as 
I read him; which means that he 
stands in opposition to the major 
social drift of the modern world, 
the confident expectation of un
ending temporal progress. 

Utopianism of one sort or an
other is a dominant or recessive 
trait in most of us; it has been 
bred out of only a few. Any per
son who pins his hopes on a fu
ture perfect society is a utopian; 
so is the purveyor of leakproof so
cial panaceas. Utopians, of course, 
fight among themselves to weed 
out the heretics from among the 
True Believers. The deepest cleav
age is between the collectivist ma
jority which anticipates the arriv
al of its heaven on earth as soon 
as a benign political power he
comes co-extensive with society; 
and a visionary minority which 
believes that only one thing pre
vents innately inoffensive human 
beings from living by the light of 
pure reason and morals - the in
stitution of government, which 
they would eliminate. 

Standing off in lonely isolation 
is the non-utopian. Alongside the 
visions of the utopians, his offer
ings must appear shabby by com
parison. For him, a heaven in 

heaven is at least a speculative 
possibility; but a heaven on earth 
- in the light of the known pro
pensities of human beings already 
revealed throughout history- is 
sheer delusion. Man cannot manu
facture a heaven on earth, and the 
Greek idea of hubris and the 
Christian doctrine of sin once kept 
him from trying. But when he jet
tisoned these, there was nothing 
to restrain his effort to build a 
new Jerusalem from scratch in 
this best of all possible worlds. 
Ever since the Enlightenment, his 
efforts to achieve utopia have 
been virtually unimpeded. More 
recently, collectivist utopians have 
had a free hand in several coun
tries, but their new fangled heav
en resembles nothing so much as 
the old-fashioned hell! 

Even though the most profound 
and significant distinction among 
social theorists is that which dis
tributes them into utopians and 
non-utopians, there is 1ittle or no 
current debate at this level. The 
beliefs which give an epoch its 
characterietic tone are seldom de
bated; they are taken for granted 
-even, in some measure, by those 
who do not share them. Thus the 
instinctive rebel against utopian
ism is not only called churlish and 
reactionary by the visionaries, he 
may actually feel that way. Our 
deepest beliefs lie so far back in 
the mind that, like a pair of glass-
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es, we do not see them; we see 
other things through them. We 
may argue or fight about the 
things we see, but the axioms 
which enable us to conceive what 
we see seldom rise to the level 
where they might be discussable. 

S.o, Russell Kirk does not throw 
himself into the hassle between 
the utopians and their opposition, 
mainly because no such battle is 
going on. He has settled that is
sue to his own satisfaction, so he 
operates with premises which in
clude an implicit denial of man's 
capacity to attain a perfect soci
ety, or even frame a logically air
tight social theory. 

An airtight theory is one built 
along the lines of Euclid's geom
etry, a self-consistent system in 
which any or all parts follow from 
or are implicit in any other. But 
Euclid started with axioms which 
are not self-evident, and whoever 
wants to play the rest of his game 
must accept them on faith. And 
obviously, dimensionless points, 
perfect circles, and planes without 
depths belong to some high ab
stracted world, not to the world 
we live in. The natural world is 
complex beyond our powers of 
imagining. 

One of the most brilliant of the 
modern physicists, Werner Heis
enberg, has declared that to deal 
adequately with all his data he 

needs not one, but four mathe
matical systems, and that these 
four do not seem to be mutually 
consistent. Science deals with 
probabilities, not certainties, and 
it entertains the possibility that 
"there are no mathematically ex
act laws in the physical world," to 
use d' Abro's words. How much 
less, then, the possibility of fram
ing a theory of society to cover 
all the contingencies in which ac
tual people become involved! The 
tendency of utopians is to convert 
this impossibility into an abstract 
doctrine of social alteration - an 
ideal mold for shaping everyone. 

The utopian, then, offers the 
delusory assurance of a seemingly 
perfect theory, but Kirk has only 
tradition, prescription, and the 
wisdom of our ancestors. Answer
ing those who hawk the vision of 
a future society peopled by "just 
men made perfect," he points to 
history as the only sure gauge of 
what to expect from the future. 
"In politics," Kirk affirms, "his
torical knowledge is the only rea
sonably reliable sort of knowledge. 
To re:!kon without the past is to 
expose ourselves to the wildest 
sort of utopianism. History ·is 
chastening to human presump
tion; it has a long record of bro
ken social fancies." 

And again, "The true conserva
tive does not believe that society 
can be properly governed by any 
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inflexible creed of abstract doc
trine .... Knowing his theology 
and his history, he takes it for 
granted that man is not a perfect 
nor a perfectible being, and that 
the prudent politician will endeav
or to make life tolerable, not im
possibly perfect." He will not 
"risk the legacy of civilization 
through lusting after Utopia." 
But neither, on the other hand, 
does he want to stop the clock or 
turn it back to some idealized 
past. 

THERE IS a counterfeit conserva
tism of mere prejudice and iner
tia, but the true conservative, as 
Kirk describes him, is a man of 
distinctive principles. It is not 
change that he opposes, but 
change for its own sake. He re
sists the superstition that innova-

. tion must be progress just be
cause it is novelty. 

Russell Kirk knows that private 
property and freedom are insep
arably connected. "The true con
servative does defend private en
terprise stoutly; and one of the 
reasons why he cherishes it is 
that private enterprise is the only 
really practicable system, in the 
modern world, for satisfying our 
economic wants; but more even 
than this, he defends private en
terprise as a means to an end. 
That end is a society just and 
free, in which every man has a 

right to what is his own, and to 
what he inherits from his father, 
and to the rewards of his own 
ability and industry; a society 
which cherishes variety and indi
viduality, and rises superior to the 
dreary plain of socialism." 

Russell Kirk's The Conservative 
Mind appeared three years ago
one of the most disconcerting 
books which the collectivists and 
neo-liberals have had to face. This 
book and succeeding ones have 
evoked fierce disagreement and 
partisanship, but the author's eru
dition and competence have not 
been successfully impugned. And 
his style is fitted to his theme, 
combining virility with elegance. 
Furthermore, Dr. Kirk's conserv
atism is not merely cerebral. It is 
a body of convictions propounded 
with vigor and skill, but it is also 
something which Kirk feels in his 
bones. He is a conservative by in
stinct; nostalgia and love for an
cestral ways color his thinking. 
He feels himself a part of "that 
great continuity and essence 
which is the civil social order we 
have inherited from a hundred 
generations." So, of course, he has 
no panacea to offer those who 
want to replace their crumpling 
collectivist utopian scheme with 
some other. 

This fact, indeed, continues to 
be the chief complaint against Mr. 
Kirk, that he is a Man without a 



1956 OTHER BOOKS 57 

Plan - a complaint which misses 
the point by a mile. Kirk is a non
utopian on principle, i.e., he is a 
conservative; and if he is to be 
judged at all, he must be judged 
on the basis of how well he does 
what he sets out to do - present 
the alternative to utopianism. 

Beyond the Dreams of Avarice 
is a book of essays, the essays of 
a social critic, the subtitle tells 
us. They deal with a variety of 
subjects; one is on American Tra
ditions, another on the Conditions 
of Freedom, and so on. There is 
a long biographical essay on 
Orestes Brownson, the learned 
New Englander of a century ago. 
The egregious Dr. Kinsey is boot
ed from off his Sinai along with 
his new commandments. 

Going abroad, the Fabian de
bacle is noted and a resounding 
negative is returned to the ques
tion, "Does the State build 
homes?" Indeed, the several es
says on modern Britain here col
lected say just about all there is 
to be said about England's pathet
ic new "futile system." Then there 
is a visit to the island of Eigg in 
the Hebrides and an account of 
an old Scottish castle on the auc
tion block, both experiences fur
nishing material for reflection on 
the fate of man in the modern 
world. An essay on Pico della Mir
andola warns that "in our lust for 
divine power, we have forgotten 

human dignity," and the book con
cludes with the avowal that "some 
of us must go barefoot through 
the world like Pico, preaching 
against the vegetative and sensual 
errors of our time." Kirk may be 
unshod, but he is a long way from 
being unhorsed and his lance is 
couched against some important 
targets. 

EDMUND A. OPITZ 

The Free Man's Library by HENRY 

HAZLITT. Princeton, N.J.: D. Van 
Nostrand Co. 176 pp. $3.50. 

This anthology of some 550 books 
dealing with politics and econom
ics from the libertarian stand
point is a most valuable and able 
contribution. Each work is briefly 
summarized and characterized by 
Mr. Hazlitt himself or by some 
competent critic. Further guid
ance is supplied by the introduc
tion, distinguished by Mr. Haz
litt's familiar qualities of pene
tration, lucidity, and humor. 

Of the desirability of such a 
work, serving as a broad intro
duction to individualist thought, 
there can be no question. For 
there is grave danger that the 
case for integral liberty may be 
lost by default. The advocates of 
collectivism in varying degrees 
dominate college faculties, lecture 
platforms, and mediums of com
munication to such an extent that 
many do not realize that there is 
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an alternative philosophy. As Mr. 
Hazlitt himself puts it: 

Many people today who compla
cently think of themselves as "middle 
of the roaders" have no conception 
of the extent to which they have al
ready taken over statist, socialist 
and collectivist assumptions - as
sumptions which, if logically carried 
out, must inevitably carry us fur
ther and further down the totalitar
ian road. 

As indicated by the large num
ber of books discussed, this an
thology is extensive rather than 
intensive. Great classics of histor
ic libertarian thought like de 
Tocqueville's Democracy in Amer
ica, John Stuart Mill's On Lib
erty, Herbert Spencer's The Man 
Versus the State, and Adam 
Smith's The Wealth of Nations 
are characterized, along with a 
multitude of lesser and more 
ephemeral works. 

Mr. Hazlitt offers, however, ex
cellent selective lists of "ten best" 
classics and "ten best" contempo
rary works and his judicious ap
praisals of these works in his In
troduction help to establish a pri
ority which is overlooked in an 
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alphabetical compilation. Among 
other excellent points in his In
troduction is his analysis of the 
backsliding of what passes for lib
eralism in present-day America 
from the historic foundations of 
liberalism. Now the old liberal 
values, distrust of the State, op
position to a vast proliferating 
bureaucracy and to government 
intervention in industry, agricul
ture, and trade, opposition to con
centration of government power, 
have passed into the keeping of 
people who usually regard them
selves as conservatives. As Mr. 
Hazlitt writes: 

There is no necessary conflict be
tween intelligent conservatism and 
real liberalism. On the contrary, at 
least in the peculiar climate and con
ditions of the present age, they have 
come to mean nearly the same thing. 

Mr. Hazlitt rightly regards 
communism as the Number One 
enemy of human liberty, and he 
finds space in his anthology for 
those books which he considers 
most effective in exposing the the
oretical fallacies and the practical 
horrors of communism, even when, 
in some cases, he does not entirely 
agree with the viewpoint of the 
authors. 

Both the anthology and a high 
proportion of the books which it 
mentions should have a place in 
the intelligent free man's library. 

WILLIAM HENRY CHAMBERLIN 
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EXCERPTS FROM CORRESPONDENCE OF INTEREST TO LIBERTARIANS 

ONOWNERSIDP 
EDITOR'S NOTE: Dr. H-, a retired 
missionary teucher, is writing a book 
on Ch?-istianity and free enterprise. 
The following letter was in response 
to his question about the origin of 
ownership. "Does the right of own
ership to a thing depend on my hav
ing labored for it?" was the essence 
of the question. 

DEAR DR. H--: 
In my opinion, you are probing 

deeply when you tackle the matter 
of how the rights of original own
ership can be justified. I am not 
sure that I have a tenable posi
tion, but let me try to expose my 
current and tentative belief. 

"In the beginning God created 
the heaven and the earth." 

But He did not create value. 
That was created by man, who 
wanted things in excess of God's 
creation of them as free goods. To 
get what one wants but does not 
have, a man offers in exchange 
something of his that he wants 
less than the object of his desire. 
It might be his time or it might 

be some possession that he offers 
in exchange. 

Personally, I am of the Austrian 
School of thought as to utility, 
which is this: 

1. The utility of anything is 
strictly a personal appraisal, un
known to another person and 
hardly even known precisely and 
formally to the person himself. It 
is constantly changing, or subject 
to change, for each item for each 
person. 

2. The exchange value tells us 
no more about the matter than 
that an agreement was consum
mated at this point between two 
persons for purposes of exchange. 
For each of them it expresses a 
point below his limit of utility for 
what he buys, and above it for 
what he sells -a condition requi
site to every instance of a volun
tary exchange. 

In terms of this concept I re
ject, of course, the labor theory 
of value. 

My right to a thing arises out 
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of my having properly acquired 
it rather than out of my having 
labored for its production. When 
we speak of the value of anything 
that has been traded, this refers 
to whatever the buyer has willing
ly offered. The offer is made from 
what a person owns in a proper 
sense, having been previously ac
quired by means other than theft 
from the previous owner. 

Say, for instance, that I offer 
you $1.00 for a bushel of your po
tatoes, which you willingly sell; 
and shortly thereafter I offer you 
$2.00 for another bushel from the 
same bin of your supply, which 
you also willingly sell. Why, it 
may be asked, do you have any 
right to the second dollar of ex
cess price in the second bushel? I 
would answer that it is your right 
merely because you owned it, and 
I willingly offered you the second 
dollar through the process of a 
voluntary bid - just like the first 
bushel, and the first dollar of the 
second bushel. Obviously, your 
right to the second dollar did not 
arise from any specific labor on 
it, since the total labor for the 
second bushel was presumably 
identical to that for the first. 

This, then, seems to resolve all 
problems of rights to appreciated 
value. The right was granted in 
each instance by those who bid 
for it, and the highest bidder ac
quires the deciding vote in the 

matter of its amount. This seems 
to take care of the matter of 
rights in all instances of exchange 
value, leaving unanswered only 
the question of initial ownership 
of any item, following its prior 
status as a free good. 

Now as to initial ownership of 
a thing, the situation must have 
been- if we assume a free soci
ety in which the situation arose 
- that only one person attached, 
at that time, any economic signifi
cance to a title of acquisition. 
There was no second bidder then 
in that market. Therefore, in ac
quiring a title to it, the initial 
owner took nothing of value from 
any other person. Every other 
person was then declaring the 
item to be worthless - not even 
worth the paper, or the driving of 
a stake, to establish ownership. 
Nobody was robbed of anything of 
worth by taking the initial title 
of ownership. And this denial of 
any theft is the judgment of 
every other person at that time, 
all of whom declared it worthless. 
Taking something without worth 
to anyone else is not theft, to be 
sure. 

Can we not say with reason, 
therefore, that the. right of orig
inal ownership of a thing arises 
from the person's appraisal of its 
utility when all other persons 
deny its having any utility? Is 
this problem then not the same, 



62 THE FREEMAN October 

really, as that of your right to the 
second dollar for the second bush
el of potatoes? 

How does this explanation of 
original rights of ownership strike 
you? 

F. A. HARPER 

of the Foundation Staff 

REMOVING OUR 
TRADE BARRIERS 

DEAR MR.-- : 
In arguing for tariffs and 

against international free trade, 
you suggest that we are already a 
low tariff nation and that we have 
been lowering our tariffs steadily. 
The American Tariff League has 
released figures to show that our 
tariffs are very low and that we 
are near the bottom of the list of 
countries when arranged in order 
from high to low tariffs. They 
show that in 1952 our imports 
were $10,745,000,000 and customs 
receipts were $575,000,000. There
fore, our "average tariff level" 
was 5.3 per cent, among the low
est of all nations. 

I believe you will agree that 
this method of calculation leaves 
something to be desired. For ex
ample, our tariff structure might 
be applied only to a few items and 
at so high a level that none would 
be imported; using this formula, 
then, we would conclude that our 
"average tariff level" is zero. 

The important thing, to me, is 
not our "low average level" but 
the fact that in 1951, forty-one 
rates were 100 per cent or more 
and over 900 rates were 40 per 
cent or more. The ATL makes 
such a strong point of our low 
tariffs that I am tempted to say: 
"If that's so good, then why not 
still lower?" Unless we stay with 
basic principles, we are likely to 
be drawn offside in arguing about 
what the level of tariffs should be, 
or the degree by which we have 
reduced them. 

You've also suggested that 
"trade has caused more wars than 
any other single factor." With 
this I must disagree, if by trade 
you mean free, private trade. If 
trade could be carried on between 
nations by private individuals or 
corporations, I am convinced there 
would be little international con
flict as a result. It is when gov
ernments inject themselves into 
the picture that trouble arises. 
For example, if your firm, as a 
private corporation, makes an un
fortunate deal with a German 
corporation, it will be difficult for 
you to get Congress excited 
enough to do something about it. 
But when government steps in 
and tells you the conditions under 
which you can trade with Ger
many, or Russia, or Red China, 
that can become the subject of an 
international debate in the U. N. 
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You suggest that a free nation 
cannot trade to advantage with a 
socialistic nation unless it adopts 
the socialistic restrictions of the 
latter. You suggest that the rea
son free trade has worked be
tween our states is because we all 
believe in free competitive enter
prise. Granted, much of our prog
ress in this country has resulted 
from almost universal acceptance 
of relatively free enterprise. But 
I don't follow the argument from 
there. If Iowa were a "free en
terprise state" completely sur
rounded by socialistic states, I 
think it would be to her advan
tage to remove her own restric
tions to trade and do the best she 
could with her neighbors. 

Free trade, as I would define it, 
can only exist when there are no 
restrictions on either side. There
fore, it is absurd to think of its 
existing in the world today with 
practically all countries operating 
under some degree of socialism. 
But, I would argue that it is to 
our own advantage to remove our 
restrictions, then trade as best we 
can under the restrictions imposed 
by other nations. It would be far 
from ideal, but their restrictions 
are basically their responsibility 
and not ours. My entire argument 
is based on what I think would be 
best for our own citizens, as pro
ducers and consumers, and I am 
not too much concerned with poli-

cies of other nations, however 
foolish I may think they are. Per
haps I should say I am concerned, 
but it is not within my province 
to try to force their reform. 

You raise the question of low 
wages in foreign countries. It is 
sometimes argued that we should 
postpone free trade until all coun
tries have achieved our wage lev
els. This is a subject to which I 
devoted considerable space in the 
booklet, The Tariff Idea.* It seems 
to me it is a completely fallacious 
idea and counteracts the whole 
idea of the advantages of trading. 
Any time two people can trade to 
the advantage of both, they 
should be permitted to do it. Un
der freedom, they won't trade un
less they do see an advantage. 

I believe that the principle 
most commonly lost sight of in our 
discussions of trade is that con
sumption is the sole purpose of 
production. We sometimes tend to 
think that the preservation of an 
industry or a particular firm or a 
man's job is the important thing 
to preserve. This leads to all sorts 
of uneconomic measures which ad
versely affect the consumer - the 
king. 

Your last point refers to the 
concept of free trade as "phony 
liberalism." Pursuing and trying 

•curtiss, W. M. The Tariff Idea. Irvln~rton
on-Hudson, New York: The Foundlltlon for 
Economic Educlltion. 80 pp, 60 centa. 
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to explain the freedom philosophy 
places one in very strange com
pany at times. For instance, 
among the advocates of free trade 
are various individuals with quite 
some reputation as world planners 
and international meddlers. This 
is an important reason why we 
have always tried to stick pretty 
close to ideas and leave personal
ities out. We may find ourselves 
on the side of the "phony liber
als" when we discuss loyalty 
oaths, academic freedom, segrega
tion, and a host of other prob
lems. If one has his principles 
firmly fixed, his company need not 
bother him greatly. 

As an example of this, I could 
cite the recent discussions in
volving the General Agreement 
on Tariffs and Trade (GATT) and 
the Organization for Trade Coop
eration (OTC) as promoted in 
H.R. 5550. One might expect our 
position to be favorable toward 
GATT, simply because we believe 
in free trade. But such is far 
from the case. The advocates of 
GATT are not, as I see it, merely 
advocating free trade, but are 

promoting a world-wide control of 
trade, dividing the markets, regu
lating prices, and the like. 

A well-known business leader 
recently exploited that idea to the 
utmost, implying that one must 
either be for tariffs or for social
ism. This is certainly a "guilt by 
association" idea, and just be
cause some of the world's leading 
socialists seem to favor free trade, 
does not mean that free trade is 
a socialist idea. 

We have sometimes been 
charged with pointing a finger at 
tariffs when they are really a mi
nor restriction to trade. With this 
I would have to agree. I believe 
exchange controls, quotas, subsi
dies, bilateral and multilateral 
agreements, bulk buying and sell
ing by nations, and other restric
tions are perhaps materially more 
damaging than tariffs. N everthe
less, I believe the same principles 
apply to all and it may be easier 
to get the lesson across by using 
the relatively simple example of 
tariffs. 

W. M. CURTISS 

of the Foundation Sta.ff 

Special Dangers to Small Business 
T 0 THE SMALL BUSINESS MAN, Protection has its special dangers: it may 

enable trusts to gain such powers that they overwhelm him; it may create 
Boards which can refuse permission to new men to start production; it 
may even enable a federation of producers to veto a new enterprise. 

c. J. L. BROCK, The Moral Case /t>r Free Trade 
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FROM A LIBERTARIAN'S LIBRARY 

IN A FREE ECOl'\OMY, in which wages, costs and prices arc left to the 
free play of the competitive market, the prospect of profits decides 
what articles will be made, and in what quantities-and what 
articles will not be made at all. If there is no profit in making an 
article, it is a sign that the labor and capital devoted to its produc
tion arc misdirected: the value of the resources that must be used 
up in making the article is greater than the value of the article itself. 

One function of profits, in brief, is to guide and channel the 
factors of production so as to apportion the relative output of 
thousands of different commodities in accordance with demand. No 
bureaucrat, no matter how brilliant, can solve this problem arbi
trarily. Free prices and free profits will maximize production and 
relieve shortages quicker than any other system. Arbitrarily-fixed 
prices and arbitrarily-limited profits can only prolong shortages and 
reduce production and employment. 

A selection from uEconomics in One Lesson" by Henry 
H azlitt. Special Pocket Book edition published by arranAe· 
ment with Harper & Brothers lor the Foundation for Economic 
Education, Irvinlllon-on-Hudson, N. Y. 193 pp. 3 lor $1.00. 


