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GEORGE F. CAHILL

MAN, through all of the ages and
civilizations, has devised various
emblems and symbols of his be-
liefs, associations, and ideals. Such
emblems have been countless and
varied.

The most widely known and her-
alded emblem of freedom in the
history of the world is the flag of
the United States of America. It
is a man-made thing, a man-made
banner of red, white, and blue. An-
other man-made emblem of free-
dom is the 225-ton woman named
“The Statue of Liberty” in New
York Harbor. The poetess, Emma
Lazarus, called it “Mother of
Exiles.”

There are few natural emblems
of freedom. One pre-eminent ex-
ample is the Eagle. In the earliest
days of civilization his visual pro-
jection appeared on coins, em-
blems, carvings, and castings. He
served to remind man of his no-
blest aspirations. It has been said
that the Eagle is the emblem of
freedom, the incentive of wvalor,
the pledge of victory.

There is another natural em-
blem of freedom, unique, for it is
a vegetable, called Arvaldnyhaj!
It grows two to three feet tall,
thin-stemmed, flexible but strong,
and flaxen in color. It bows majes-
Mr. Cahill is Scout Executive of Allegheny
Trails Council, Boy Scouts of America, and
Executive Director of the Flag Plaza Founda-

tion, both headquartered in Pittsburgh, Penn-
sylvania.
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tically in the wind, and glistens
gloriously in the sun.

In the olden days when Hun-
gary was a proud, creative, indus-
trious nation of free men, all of
the princes, potentates, musicians,
soldiers, scouts, and athletes wore
plumes of Arvalcjnyha;i affixed to
their hat bands. Arvaldnyhaj stood
tall above the crown of their hats,
shining in the sun, and waving in
the wind. The proud Hungarians
wore Arvaldnyhej as a symbol of
their national freedom.

This rare and beautiful grass
grows only on the steppes of Hun-
gary. Its meaning as a symbol re-
lates to a legend famous and pop-
ular among Hungarian people
since the founding of their nation.

A Promise Given

This legend has it that Arapid,
the second of their princes and
the mightiest of their hunters,
rode alone one evening on the
hunt. He went further into the
deep woods and high hills than
any of his tribesmen had ever
ventured. As the sun was about to
set and Arapid had decided to end
his hunt, he heard a scream from
over a nearby rise. He galloped in
the direction of the scream,
reached the rise, and looked into
the glade below. There he saw a
beautiful girl. Her long blonde
hair was entangled in a thornbush.
She could not escape. She was
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about to be attacked by a ravenous
wolf from across the glade. Arapid
pulled an arrow from his quiver
and fixed it in his bow. He drew
long on the strong bow string. As
the wolf mounted his last leap and
lunged, the arrow sped straight
and true. It pierced the skull of
the wolf which fell dead at the
feet of the girl.

Arapid rode his white steed to
the girl’s side and loosened her
from the thornbush. He asked why
she was in the woods. “I live in
the woods alone,” the little girl
replied. “My parents are dead, my
name is Arvaldny” (orphan girl).
The girl explained that she lived
at peace with all of God’s creatures
except the wolf. She thanked Ar-
apid for saving her life and said
she would repay Arapid by using
a special skill she possessed. She
explained that before her parents
died they had endowed her with
the rare gift of being able to fore-
tell the future. If Arapid would
ask her a question, she would tell
him the answer rightly no matter
how far into the future the ques-
tion related.

Because of the difficulties his
people had encountered in crossing
two continents and because of the
tribulations they had overcome,
the driving question in the mind
of Arapid which he' posed to the
orphan girl was: “Arvaldny, how
long will my people live in the land
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we have come to love?” Legend
claims that Arvaldny spun on her
heels and her blonde hair flashed
in the sun. She asked the Prince
to seize and with his sword to cut
off the locks of her long golden
hair. After first protesting, the
Prince finally followed Arvaldny’s
command. She turned, took her
own hair and tossed it into the air.
A mighty gust of wind came off
the highest mountain and seized
the locks. Her hair was tossed and
tumbled, and scattered wide over
the plains of Hungary. Wherever
it fell it took root and turned
into a plumy grass. Arvaldny
turned to Arapid and said: “So
long as Arvaldnyhaj (orphan girl's
hair) grows here in the valley of
Godollo, your people shall live in
the land they love.”

The Spirit of Liberty

EMBLEM OF FREEDOM 69

For many long decades the peo-
ple of Hungary proudly wore Ar-
valinyhaj on their hats as an EM-
BLEM OF FREEDOM.

Arvalanyhaj still grows on the
plains of Hungary and mowhere
else on earth.

Sadly, the people of Hungary no
longer wear Arvalinyhaj as a sa-
lute to freedom for they have lost
their freedom.

The beautiful legend, once
known to every Hungarian, is now
unfamiliar to many of the chil-
dren of Hungary. For those who
lgnow the legend and hope to see
Arvaldnyhaj again worn by free-
dom-loving Hungarians, it remains
a reminder that man’s most pre-
cious possession — Freedom — can
be lost! ®

THE SPIRIT of liberty is the spirit which is not too sure that it is
right; the spirit of liberty is the spirit which seeks to understand

IDEAS ON

o
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the minds of other men and women; the spirit of liberty is the
spirit which weighs their interests alongside its own without bias;
the spirit of liberty remembers that not even a sparrow falls to
earth unheeded ; the spirit of liberty is the spirit of Him who, near

two thousand years ago, taught mankind that lesson it has never
learned, but has never quite forgotten; that there may be a king-
dom where the least shall be heard and considered side by side

with the greatest.

JUDGE LEARNED HAND
From an address, May 31, 1944



INFLATION:

a tiger by the tail

HENRY HAZLITT

WHAT is the present outlook for
inflation in the United States?

In trying to answer that ques-
tion it is well to begin by remind-
ing ourselves of how long we have
been having inflation and how far
it has already gone.

We started to depreciate our
money officially, so to speak, in
1933, when we not only suspended
gold payments but prohibited our
citizens from owning gold. Then
in 1984 we devalued the dollar in
terms of gold by 41 per cent.

So far as the movement of
prices is concerned, however, the
most convenient benchmark to
take is 1939. The average prices
that consumers pay in the United
States today are 167 per cent
higher than in 1939. Putting this
in another way, today’s dollar has

Mr. Hazlitt is the well-known economist and
financial analyst, columnist, lecturer, and author
of numerous books.
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only as much purchasing power as
37 cents had then.

Some people are trying to take
comfort from the fact that the
annual rate of price rise, on the
official index, is still slightly less
than 6 per cent a year. Is that
worth worrying about?

I think it is. Let me quote an
excerpt from a calculation made
in its bulletin of August 26, 1969,
by S. J. Rundt & Associates, a
leading consulting firm on inter-
national monetary affairs:

An American who starts to work
at 18 and who must live with 5.5 per
cent per annum inflation will see prices
double before he is 81. And he will see
prices doubled for the third time in
his adult life ahead of his 57th birth-
day. And if a healthy constitution and
modern medicine keep him going, he
will see prices doubled for the fourth
time prior to age 70. In other words,
when he reaches 70 he will have to
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pay 16 times as much for whatever
he buys as he did when he started out
in gainful life. His greenback will
have shriveled to 634 cents, or by
93.75 per cent.

If we carry this calculation on
to the young man’s 83rd birthday,
prices will have doubled once
more; he will have to pay 32 times
as much for equivalent goods and
services as he did when he took
the first job; his dollar will have
shrunk to a mere 315 cents.

The only trouble with the fore-
going calculation is that it is al-
ready outdated. Prices have re-
cently been rising at an annual
rate close to 6 per cent. At such
a rate prices would double every
12 years instead of every 13.

How It Began

How did our present inflation
get started? And how did we get
to the point where we are? Our
inflation came about, to put it
briefly, because for 30 out of the
past 88 years the Federal govern-
ment has been spending more
money than it has taken in in
taxes, and has paid for the differ-
ence by printing irredeemable
paper money. At the end of 1939,
the nation’s stock of money, as
measured by currency in circula-
tion and demand bank deposits,
was $36 billion. Today it is $200
billion, almost a sixfold increase.

Inflation is caused, always and
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everywhere, by an increase in the
stock of money and credit in ex-
cess of any increase in the supply
of goods and services. The five- or
sixfold increase in the supply of
money in the last thirty years
might have resulted in something
like a five- or sixfold increase in
prices if it had not been for a
substantial increase also in the
production of goods and services
in that period. The official index
of industrial production has in-
creased more than fourfold in that
period. This is the main reason
why the increase in prices was not
as great in that period as the in-
crease in the stock of money.

In trying to forecast the proba-
ble future of inflation, it is im-
portant to keep in mind that this
inflation is not something confined
to the United States. In the same
period, most countries have in-
flated even more. Though the
American dollar at the end of 1968
bought only 83 per cent as much
as it had ten years before, the
German mark bought only 80 per
cent as much, the Swiss franc
only 76 per cent as much, the Brit-
ish pound only 74 per cent as
much, the French franc only 69
per cent as much, the Japanese
yen only 62 per cent as much, the
Chilean escudo only 11 per cent
as much, the Argentine peso only
T per cent as much, and the Brazil-
ian cruzeiro only 2 per cent as
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much. The reader can imagine
what this has meant in economic
distortions and disruptions and in
personal tragedies.

Government Policies

Let us come back to the point
that inflation, always and every-
where, is caused by the policies
of governments, not of private in-
dividuals. It is brought about di-
rectly by governmental monetary
policies, and indirectly by govern-
ment fiscal policies. Why do gov-
ernments launch such policies?

Usually they do so by default,
most often by getting into a war.
The great chronic inflations of
this century were triggered by
World War I and then World War
II. A government at war has to
increase its spending suddenly and
enormously; it usually lacks the
courage to increase taxation cor-
respondingly; in fact, it usually
regards such a course as impos-
sible. It usually also decides that
it cannot even issue bonds to be
paid for out of savings to finance
the difference between its expend-
itures and its revenues. So in
effect it finances its deficits by
printing paper money. The in-
flation is then on. Prices soar.

But when the war is over, the
country does not go back to its
previous lower level of spending.
One reason is that prices have
soared; all government services
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cost more. Another reason is that
vested interests have already been
established in favor of continuing
and even increasing the wartime
level of spending. Still another
reason is that there is great fear,
however unjustified, that if the
budget is now overbalanced by
cutting back expenditures, and a
surplus develops which is used to
pay off accumulated national debt,
it will precipitate a deflation, with
terrible consequences in bankrupt-
cies, unemployment, and depres-
sion.

In brief, vested interests are
created in a continuance of infla-
tion. Theories grow up rationaliz-
ing and glorifying inflation. From
the middle thirties to the middle
sixties these theories were typi-
cally represented by Keynesianism.

The theories differ in detail, but
broadly they run something like
this: When there is depression or
unemployment it is because peo-
ple do not have enough ‘“purchas-
ing power,” or do not spend
enough even of the money they
have because they think prices are
going to go still lower, If the gov-
ernment runs a deficit and prints
more money, this will increase de-
mand for products and therefore
increase employment. This will not
bring on “true inflation” if the
additional money is not issued in
too great amount; but even if it
does increase prices, this will in-
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crease profit margins and so stim-
ulate more production and more
employment.

Now these theories combine
multiple fallacies with some ele-
ment of truth. When there is stag-
nation and unemployment, it is
nearly always because there is some
lack of coordination between prices,
wages, and other costs. The ap-
propriate remedy is to restore this
coordination, usually by a lower-
ing of certain key costs, such as
wage rates, in relation to final
prices. Under today’s conditions,
the resistance of powerful labor
unions tends to make it “impos-
sible” to lower wage rates. So the
only apparent remedy is to in-
crease prices.

Stimulative Effects in the
Early Stages of Inflation

In its early stages inflation does
precisely this, and so tends to
restore demand, prices, and profit
margins, and hence employment
and production. This is the ele-
ment of truth in the theories that
inflation is necessary or desirable.
It is this stimulative effect that
makes inflation initially popular.
But this is only the early effect of
the first “dose” of inflation. When
business activity is restored and
full employment is restored, costs
begin to catch up again, or even
once more race ahead of final
prices. The price of raw materials
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rises. Unions demand higher
wages — including both “cost of
living” increases and ‘“productiv-
ity” increases. Soon profit margins
are reduced again or even wiped
out in certain lines, and there is
a demand for a second dose of
inflation.

It is particularly instructive to
study what happens to interest
rates. Whenever business is slack,
governments are under great pres-
sure to keep interest rates down,
to “encourage borrowing.” There
is apparently a simple way to do
this. Interest is the money paid
to borrow loanable funds. It seems
to the government that the simple
way to reduce interest rates (and
hence, it is argued, to reduce costs
of production) is to increase the
supply of loanable funds by in-
creasing the supply of credit and
paper money. And for a while
this may indeed reduce interest
rates. But soon another conse-
quence follows. As a result of the
increased supply of money and
credit, prices rise. Let us say that
as a result of an increase in the
stock of money by 5 per cent,
prices rise about 5 per cent. Then
businessmen will have to borrow
5 per cent more than they did be-
fore in order to do the same vol-
ume of business. Hence, the de-
mand for money will increase 5
per cent, so catching up with the
5 per cent increase in the supply
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of money; and as a result inter-
est rates will tend to go higher
again.

Pressure for More Money

Then there will be political pres-
sure for a second dose of inflation,
say another 5 per cent increase in
the supply of loanable funds, to
bring interest rates down again.
This will have the result also of
increasing prices of commodities
and of increasing the demand for
borrowed money, once more rais-
ing interest rates, and leading to
pressure for a third dose of in-
flation to get them down again;
and so on.

(To simplify the exposition, I
have been assuming here that
prices will increase roughly in
proportion to increases in the
money stock, Of course, in the
earlier stages of an inflation this
is unlikely to happen. Because of
inereasing annual production of
goods and services, and for other
reasons, the average of prices is
likely to go up less than the stock
of money is expanded. But for the
moment we can ignore such quali-
fications.)

But there will now also be an
additional effect. Suppose, as a re-
sult of an annual dose of inflation
of about 5 per cent a year for the
past few years, prices have been
rising at a rate of 5 per cent a
vear. Then a lender, asked to lend
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his money at an annual rate of 5
per cent, will say to himself: “Why
should I? Even if the loan is safe,
and I get my principal back a year
from now, it will probably be
worth some 5 per cent less in pur-
chasing power than it is worth
now. Therefore, I am in effect be-
ing asked to lend my money at a
zero rate of interest.”

So on top of his regular interest
the lender will want what is called
a price premium to compensate
him for rising prices. This is the
reason why interest rates have
now soared in this country to the
highest levels since the Civil War.
If prices have risen nearly 6 per
cent in the last twelve months and
are expected to rise as much in
the next twelve months, and so on
indefinitely, then even a lender
who is getting 9 per cent on his
money figures he is getting a real
interest of only about 3 or 4 per
cent net.

40 Per Cent Loss in Seven Years

Let me cite just one concrete il-
lustration, from the December,
1969, letter of the First National
City Bank of New York, of the
combined effect of rising interest
rates and depreciating money so
far: “The market value of the
U. S. Treasury 4l4s of 1992/87,
issued only seven years ago at the
highest rate permissible under the
legal ceiling, has dropped since
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then by about 30 per cent. After
allowing for the loss of the pur-
chasing power of the dollar, the
real loss suffered by anyone who
bought the bonds when they were
issued is somewhat over 40 per
cent.”

What happens to interest rates
is merely an illustration of what
tends to happen throughout the
economy. If commodity prices have
been rising at an annual rate of
nearly 6 per cent, and people ex-
pect them to continue to rise at
that rate, then everybody tries to
compensate; everybody tries to
adjust his interest, rents, prices,
and wages accordingly. Individual
workers, and especially unions, if
they expect a 6 per cent annual
rise in consumer prices, will ask
for a 6 per cent annual “cost of
living” rise in wages to compen-
sate. They will want this on top
of any “productivity” or other in-
crease to which they otherwise
think themselves entitled. Thus,
costs of production will rise as
fast as prices, if not faster. Real
profit margins will not increase.
There will be no expectation of any
real increase in profit margins. In
brief, a constant rate of inflation
will cease to have any stimulative
effect on business — on buying, pro-
duction, or employment.

This applies not only to an in-
flation of a “mere” 6 per cent a
year, It applies just as much to
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any constant rate of inflation
whatever — 10 per cent, 50 per
cent, 100 per cent a year.

Higher than Expected

We arrive, then, at the general
principle that any rate of inflation
that 1s generally expected has no
stimulative effect on the economy,
even if the expectation continues
to be fulfilled. For an inflation to
have a stimulative effect, it must
be wnexpectedly high; the rate
must come as a surprise to the
business community, so that it is
not already discounted in current
prices and costs. This is almost
equivalent to saying that the rate
of inflation, if it is to continue to
have a stimulative effect, must be
accelerative., But we finally arrive
at the paradox that even an in-
creasing rate of inflation will have
no stimulative effect if the ac-
celeration itself is generally ex-
pected; it must always be greater
than what is generally expected,
no matter how high expectations
may be.

And if the rate of inflation is
suddenly less than has been gen-
erally expected, the result is likely
to be a crisis followed by a reces-
sion. This is true at any level of
inflation. It will be true if the ex-
pected rate of inflation is “only”
5 per cent but proves to be zero.

It is important to understand
just why this is so. The business
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community (and in this term I in-
clude not only producers but con-
sumers) is always operating on
expectations. These expectations
at any moment are built into ex-
isting prices. An obvious and out-
standing example is the stock
market. The existing price of any
stock does not merely reflect its
present yield or the company’s
present earnings per share; it re-
flects what the company is ex-
pected to earn and what the stock
is expected to be worth in the
future. The prices of all basic com-
modities on the speculative mar-
kets — wheat, cotton, copper, silver
— reflect foreseeable or expected
future conditions of supply and
demand. The present price of land
and houses reflects not only the
existing inflation, but the expected
future rate of inflation — what
buyers and sellers expect the state
of inflation to be a year, two
years, twenty years from now. So
if something happens to bring
even a 5 per cent annual rate of
inflation to a halt — or if it is ex-
pected very soon to come to a halt
— buying will suddenly fall off,
prices will drop, unemployment
will rise, and we will find our-
selves in a mild or severe crisis.

I must mention still an addi-
tional factor to be considered. All
businessmen must constantly plan
ahead. A typical retail haberdasher
may need to plan only six months
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ahead —for example, to order from
the wholesaler in the spring the
clothes he wants to stock in the
fall. But a manufacturer may need
to plan his output, both in kind
and in quantity, a year or two
yvears ahead. A builder or a manu-
facturer deciding whether to ex-
pand his plant may need to plan
three to five years ahead. And so
on,

All these investment plans call
for a present outlay of money to
be recouped, hopefully with a
profit, at the completion of a cer-
tain period. Nearly all plans made
during an already prolonged in-
flation are consciously or uncon-
sciously based on the assumption
of the continuance of this infla-
tion. If this assumption is disap-
pointed, there will be widespread
losses, bankruptcies, and unfin-
ished projects; and, of course, un-
employment.

Attempts to Compensate

One further point must be made
about the role of expectations. In
the early stage of any long-term
inflation (and this stage may per-
sist for several years) the rise in
prices does not keep pace with the
increase in the money stock, be-
cause most people do not regard
the rise in prices as permanent.
In the middle stages of inflation,
people begin to assume first that
the past price increases are per-
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manent and then that the past
rate of price increase is likely to
continue into the future. They
therefore try to make compen-
sating readjustments. But these
widespread efforts to make pro-
tective readjustments (demand-
ing higher wages, higher inter-
est, higher rents, borrowing more,
buying in advance, and so forth)
tend in themselves to increase the
rate of price increase still further.

This explains why it is an illu-
sion to assume, as so many infla-
tionists have done in the last dec-
ade or two, that some uniform
“moderate’” rate of price rise — 3,
4, or 5 per cent —can be kept go-
ing year by year indefinitely by
some uniform corresponding in-
crease in the money supply or
other means. It is not merely that
the expectation of such a price
rise will lead speculators, invest-
ors, entrepreneurs, workers, lend-
ers, borrowers, consumers, and so
on to try to anticipate it, thus de-
stroying any stimulative effect,
but that these countervailing and
cost-raising actions by private in-
dividuals and groups will put po-
litical pressure on the government
and the monetary managers to in-
crease the rate of inflation to pre-
vent unemployment and depres-
sion,

As soon as it is recognized that
the past rate of inflation has been
accelerative, expectations arise
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that they will continue to be ac-
celerative. Still further compen-
sating reactions by individuals
take place. This is still another
reason why it is so hard to stop
a long-term inflation. Even if the
monetary authorities halt the in-
crease in the money supply, price
advances will tend to go on for a
while.

The Impact Is Uneven

I must confess at this point
that, in order not to introduce too
many complications at once, I
have been indulging in a danger-
ous oversimplification. This is to
talk in terms of aggregates and
averages —an aggregate increase
in the money supply, an average
increase in prices of such-and-
such per cent. Discussion in such
terms can be grossly misleading
if it involves the tacit assumption
(as it sometimes does) that every-
body is affected in the same pro-
portion, or that all prices rise
simultaneously and by a uniform
percentage. One of the chief con-
sequences of any inflation, on the
contrary, is the wanton way in
which it redistributes wealth and
income.

The new credit or new money
is always paid out first to certain
specific groups, increasing their
income; it is spent by them in
turn to other specific groups, and
these in turn deal with still other
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groups, until the new money has
percolated through the whole com-
munity. The groups to whom the
money goes first are benefited
most; those to whom it comes last
are hurt most.

But the point at which the new
money enters the economy also af-
fects the balance and structure
of production. In an analysis pub-
lished in 1931, Prices and Produc-
tion, F. A. Hayek pointed out that
an increase in the money supply
made available to entrepreneurs
through increased bank credit
would at first cause an increase
in the demand of capital goods in
relation to consumer goods, and
hence would raise the prices of
capital goods in relation to those
of consumer goods. This would
lead to an expansion of the capi-
tal goods industries in relation to
the consumer goods industries.
But the same annual rate of in-
crease in the money supply would
have to continue in order to main-
tain this new relationship. In fact,
in order to bring about any fur-
ther relative expansion of the
capital goods industries the new
money or credit would have to
increase at a constantly increas-
ing rate. And if the original mone-
tary inflation were not annually
continued at at least the initial
rate, there would be a reversal in
the price relationship of capital
goods and consumer goods, bring-
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ing on a relative forced shrinkage
in the capital goods industries,
leading to depression.

The Addict's Dilemma

So this is the dilemma that in-
flation finally brings us to. We
have a tiger by the tail. If we try
by inflation to keep the economy
at a constant peak of full employ-
ment and expanding incomes we
must constantly increase the pace
of inflation, with a day of crack-
up and collapse inevitable in any
case; and meanwhile even a gal-
loping inflation may be accom-
panied by bankruptcies and unem-
ployment. If we stop or even sub-
stantially slow down the inflation,
we are certain to disappoint ex-
pectations; we may face price de-
clines, insolvencies, unemployment,
and at least a mild crisis.

But this does not mean that
we should continue inflating. We
should stop the inflation as soon
as we can, and face the possibility
of an immediate but relatively
mild crisis to prevent far greater
evils later on. Inflation has been
sometimes compared to a drug.
The comparison is even more apt
than is imagined by most of the
people who make it. When a youth
takes a drug that he doesn’t need
in the first place, he has to take
larger and larger quantities of it
to experience the same lift or
“high” — with inecreasingly de-
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moralizing consequences. But if
he tries to halt, he may experi-
ence agonizing withdrawal symp-
toms.

The Outlook

What is the actual outlook to-
day? This is in any case difficult
to say, and any forecast might be
outdated by the time this appears
in print. Powerful forces are op-
erating in both directions. The
Federal Reserve Board, compared
with the recent past, has been
following a policy of severe mone-
tary restraint. As a result, the
stock of money in the country,
consisting of demand deposits plus
currency held by the publie, in-
creased from December to June
at a 4 per cent annual rate, and
from June to the end of October
was practically unchanged. In com-
parison, money grew at an annual

Astronomical Inflation
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7 per cent rate in the previous

two years.
In addition to this record of
monetary restraint, the unified

Federal budget for the fiscal year
1970 has been planned to yield a
surplus (though it may not be
achieved) of as much as $6 bil-
lion.

On the other hand, as soon as
one result or accompaniment of
monetary restraint was a slight
increase in unemployment, the
Nixon Administration came under
sharp criticism. It remains to be
seen whether the administration
will be able or willing to hold to its
course in restraining inflation.

Congress has been recently vot-
ing increases in expenditures and
reductions in taxes. The political
pressures for continuing inflation
are still enormously greater than
the pressures for stopping it. &

INFLATION may be troubling us Earthlings, but now it has taken
on a deep space aspect. According to the National Research
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heavenly body.

Bureau, back in 1891 a French widow allegedly left 100,000
francs (then worth $20,000) to the first man to set foot on a

Astronaut Neil Armstrong is theoretically in a position to col-

lect, but thanks to the inflation in France over the decades, that
once-munificent sum now has a purchasing power equivalent to

$180.

Had an American widow made the same $20,000 bequest it
would have suffered quite a severe shrinkage, too. Today it would
have a purchasing power equivalent to $4,180.

RICHARD H. MILLER
From the October 1969 issue of Brevits
issued by Vance, Sanders & Company, Inc.



INFLATION:

what it means

WiLLiAM B. BoyDp

INFLATION is one of the most
abused and misused words in the
English language — a word that is
on everyone’s lips, yet a word
which few bother to define. It has
several meanings and most people
— even professional economists —
use them interchangeably, some-
times within the same paragraph.
How can we possibly discuss and
reason about a thing whose mean-
ing has not been established? So
our thinking is muddled, a Tower
of Babel situation has developed,
and in our confusion we are fum-
bling around trying to alleviate
results, rather than trying to find
and eliminate the cause. This is
having a most injurious effect
upon our society, undermining our
economy, destroying our money,
and threatening our liberty—a
very serious situation.

Mr. Boyd, a businessman in Fairfield, Connec-
ticut, also is interested in the Fairfield Country

Day School where he recently presented these
views on inflation to students of the 9th Grade.
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So, it is my purpose to see what
can be done to set us thinking
straight about this matter, to
bring some order out of the chaos.
Specifically, I shall define inflation
so that we'll know what we're
talking about, show how it works
and what it does, trace it back to
its cause, and finally suggest a
cure. This is a very ambitious un-
dertaking — maybe too ambitious
— but worth trying if it sets you
thinking.

First, what is inflation? Its
basic meaning is a swelling up, a
blowing up, a puffing up, an in-
crease, an expansion. In its eco-
nomic sense the word is used with
at least five different meanings:

(1) Any increase at all in the
supply of money (money in the
broadest sense, which includes
credit).

(2) An increase in the sup-
ply of money (again in the
broadest sense) that outruns
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the increase in the supply of

goods,

(3) An increase in the aver-
age level of prices — that is, any
wide or general increase in
prices.

(4) An increase in the prices
of widely used goods — such as
steel or lumber or oil or food-
stuffs.

(5) Any boom or period of
intense business activity or
prosperity.

The best of the lot, because it
is precise enough not to cause
confusion and still simple enough
to be widely understood, is number
2 —an increase in the supply of
money that outruns the increase
in the supply of goods.

Empowering the Federal Government
to Cause Inflation

Now, using this definition, who
or what organization can increase
the supply of money? You know
the answer: in our country the
only organization allowed to man-
ufacture money is the Federal
government. Therefore, the Fed-
eral government is the only force
that can cause inflation. If anyone
else manufactures money, it is
called counterfeiting. Counterfeit-
ing in principle is the same as in-
flation; but counterfeiting is il-
legal, and cannot be done on as
grand a scale as inflation.

The effects of inflation are very
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bad. It causes a drop in the pur-
chasing power of our money —
which is another way of saying
that it raises prices. But goods
and services are not becoming
more expensive; it is our money
that is becoming cheaper.

Now this process of pumping
more money into circulation does
not cause prices to rise evenly or
all at the same time; inflation
never affects everybody equally
and simultaneously. If it did, its
effects would cancel out. Inflation
begins with some particular group.
Say the government puts more
money into circulation by paying
defense contractors or by increas-
ing subsidies to farmers. The in-
comes of those who receive this
money go up first. Those who
begin to spend the money first buy
at the old price levels. But their
additional buying begins to force
up prices. Those whose money in-
comes have not been raised are
faced with paying higher prices
than before, that is, the purchas-
ing power of their incomes has
been reduced. Eventually, through
the play of economic forces, the
money-incomes of most of them
may be increased. But if these
incomes are increased either less
or later than the average prices of
what they buy, they will never
make up the loss they suffered
from inflation. So a few people
gain at the expense of all the rest
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of us. The hardest hit are retired
people and widows trying to live
on the shrunken incomes from
pensions, social security, or the
interest on savings.
Furthermore, inflation reduces
the value of ordinary savings, such
as savings bank deposits, life in-
surance, and bonds. This reduces
our incentive to save. “Spend now
while your money will still buy
something,” becomes the mode.
Thus, people are lured into ex-
travagance and speculation.
Inflation deludes businessmen as
to the amount of capital available
and as to the demand for goods.
The signals (prices) have been
falsified and businessmen there-
fore miscalculate and make bad
investments of scarce capital.
These bad investments will later
have to be liquidated, This is
called a recession or a depression.
Inflation upsets the relation-
ships of goods (prices) and serv-
ices (wages) to one another, set-
ting group against group, class
against class. Those who have suf-
fered loss resent those who prof-
ited from inflation. Even the
moderate gainers envy the bigger
gainers. People see that the new
distribution of income and wealth
that goes on during inflation is
not the result of merit, effort, or
productiveness, but of luck, specu-
lation, or political favoritism.
In the end, if it is kept up, in-
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flation destroys our money and
creates financial chaos in which
our liberty is lost —that is, it
brings oppressive government con-
trols of wages, prices, and the use
of our property.

Deficit Spending and
Monetizing the Debt

Well, you may ask, if the results
of inflation are so bad, why does
our government inflate? The men
in government manufacture money
to pay for the costs of their pro-
grams which run beyond what
they dare collect from us in taxes.
The terms for this operation are
“deficit spending’” and “monetizing
the debt.”

What are these programs that
are costing so much money? Here
are some of them: putting a man
on the moon, developing a super-
sonic transport plane (which
would probably be used mainly by
the jet set), paying for surplus
farm products to keep their prices
up, subsidizing our merchant ma-
rine in order that the shipowners
can afford to pay the high wages
demanded by the maritime unions,
rebuilding cities, paying for peo-
ple to go to school and college, free
medical care for the aged, slum
clearance, relief, public housing,
fighting so-called poverty, unem-
ployment compensation, social se-
curity, foreign aid, and — most ex-
pensive of all — waging war.
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Why doesn’t government cut out
or cut down on some of these pro-
grams? Each program is popular
with some people, they now have
a vested interest in it, and the
politicians fear that if they cut
programs they will lose votes.

So, the cause of government
deficit spending and the conse-
quent inflation is the pressure of
various groups to get from gov-
ernment special favors and privi-
leges for themselves (this is un-
intelligent selfishness) and the at-
tempts of other groups to solve
the problems of the poor and the
unfortunate by using the force of
government (this is false phi-
lanthropy). Unintelligent selfish-
ness and false philanthropy are
based on the theory that every-
thing can be accomplished through
the use of force by the state and
this use of force is justified by
claiming that it is done by demo-
cratically-elected politicians for a
noble end — “the public good” — or
“the greatest good for the great-
est number,”

The people in government want
to stay in office. For this they
need votes. So they want to be
good guys and do everything for
everybody. Since the end of World
War II, they have been pursuing
three goals which would seem to
be mutually contradictory: (1)
constantly rising wages, (2) full
employment, and (3) stable prices.
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Incompatible Objectives

It does not seem possible that
all three of these could be achieved
at the same time. If government
tries to have constantly rising
wages (regardless of produc-
tivity), full employment is impos-
sible unless prices can be increased
to cover the increased costs; but
then more money must be pumped
into the economy to enable con-
sumers to pay the higher prices.
So, in reality, we would be giving
up the goal of stable prices and
engaging in a continuous inflation.

On the other hand, the combina-
tion of constantly rising wages
and stable prices would soon bring
on unemployment, while the com-
bination of stable prices and full
employment would mean the end
of the constant annual “rounds”
of wage increases, regardless of
productivity. But as matters are,
union leaders would never stand
for this. So government tries to
achieve constantly rising wages
and full employment by means of
inflation and then tries to main-
tain stable prices by means of
controls. This is like stepping on
the accelerator and the brake pedal
at the same time. And it always
ends in disaster.

Yet, there is a cure for inflation
and a way in which the three
goals of rising wages, stable
prices, and high employment could
be achieved, provided these goals
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are reasonably defined or inter-
preted. This way is through the
restoration of a sound currency
and a genuinely free economy.
This means that our money must
be tied to gold and that our gov-
ernment must be strictly limited
to its proper functions of secur-
ing our lives, liberty, and property
from violence and fraud and of
administering justice in accord-
‘ance with an objective code of
laws.

The chain of cause and effect, in
which inflation and its conse-
quences are links, begins with the
false ideas of statism: that all
things are possible through the
use of force by government. Since

Like an Oak Tree
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ideas precede and determine ac-
tions, it is no use trying to change
results far down the line without
first entirely exploding the origi-
nal ideas from which all the other
ideas and actions stem. Therefore,
the cure for the ills we have been
discussing must begin with the re-
futing and discarding of the ideas
of government interventionism
and the replacing of these with an
understanding and acceptance of
the sound ideas of freedom — the
free market, private property,
limited government philosophy.
This requires that we sharpen our
minds and discipline our thinking.
For man’s only weapon in the fight
against error and for the truth is
reason. &

As AN 0AK gathers what it needs by means of its roots and
branches, so must we gather what we need by means of our five
senses — seeing, hearing, touching, smelling, and tasting. As we
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our senses.

feed our bodies by means of physical food and drink, so must we
feed our minds by means of knowledge and facts gathered by

Everything that we are, everything that we hear, everything

that we smell, touch, or taste, makes us stronger or weaker
mentally. By associating with people who are ambitious, indus-
trious, loyal, and neighborly, we become ambitious, industrious,

loyal, and neighborly.

As the dyer takes the color of the dye in which he works,
so do we change and become like the persons with whom we

associate.

From the Curtis Courier of December 1969, edited by Thomas Dreier



THE INVISIBLE HAND

IN A RECENT U.S. History lecture,
one of our professors made what
seemed to be a scornful reference
to Adam Smith’s “invisible hand.”
His intention seemed to be to dis-
credit a 420-page treatise on econ-
omics by quoting one metaphor!
The context in which this oft-
quoted metaphor appears in
Smith's writing is his exposition
of the theory that if each person
pursues hig own good, the good of
gociety as a whole will result.

Every individual is continually ex-
erting himself to find out the most
advantageous employment for what-
ever capital he can command. It is his
own advantage, indeed, and not that
of the society, which he has in view.
But the study of his own advantage
naturally, or rather necessarily, leads
him to prefer that employment which
is most advantageous to the society....

He generally, indeed, neither in-
tends to promote the public interest,

Miss Nichols is a student at the University of
California at Davis.

nor knows how much he is promoting
it. By preferring the support of do-
mestic to that of foreign industry, he
intends only his own security; and by
directing 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 promote 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 in-
terest 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. It is an affectation, indeed, not
very common among merchants, and
very few words need be employed in
dissuading them from it.1

How does this good result? Why,
through the law of supply and de-

1 Adam Smith, An Inquiry Into the
Nature and Causes of the Wealth of Na-
tions. (Chicago: Encyclopaedia Britan-
nica, Inec., 1952, Vol. 39, Great Books of
the Western World), p. 194.
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mand, another concept which many
pedagogues would have us believe
is “outmoded.” In a free economy,
when demand for a product in-
creases, the price goes up, capital
is attracted by the prospect of
profits, production is increased,
the price eventually goes down
again as supply fills demand.
What Smith wanted to stress is
that all this happens automatically
without the need for central plan-
ning. Indeed, central planning
only hampers the process.

Regulafing Bodily Functions

Consider your own body, as an
analogy. Every minute that you
live, your chest is acting as a
bellows to fill your body’s demand
for oxygen, your heart is pump-
ing blood throughout your tissues
to distribute oxygen and nutrients,
your nervous system carries mes-
sages to muscles and glands with-
out your conscious knowledge, bio-
chemical mechanisms determine
what substances are to be filtered
out by your kidneys, and so forth.
All of this goes on automatically
so as to keep your system in a
state of dynamic equilibrium. It is
the result of natural processes.

Suppose you had to regulate
your body’s functions. Do you
think you could remember how
many times a minute to breathe
while telling your heart how fast
to beat? Would you know when to
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tell your pyloric valve to open?
Could you decide how much corti-
cotrophic hormone the anterior
lobe of your pituitary ought to
secrete at any given time? No, ad-
mittedly you could not. Your body
is too complex, and as it is, you
can hardly get your automobile to
the service station before the gas
gauge registers empty or remem-
ber to get the oil changed on
schedule.

And yet, there are many people
who believe that a single brain or
a collective brain sitting in the
White House can regulate the
economy of the United States,
which is every bit as complex as
the human body. Imagine trying
to regulate satisfactorily the daily
purchases of 200 million people
and setting the wages of a labor
force of 80 million people and de-
termining the production of 11
million business units! If you had
that job, how would you do it so
that everyone got what he wanted
and nobody was victimized ?

Leave It Alone!

The only correct answer would
be to do nothing, leave it alone,
and let the natural processes of
supply and demand do the job. Just
as it sometimes happens that a
patient’s condition can be wors-
ened by the chronic reliance on
too many pills of too many varie-
ties, so has our economy been
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sickened by swallowing the pills
of tariff, subsidy, price regula-
tion, compulsory insurance pro-
grams, inflation, urban renewal,
farm programs, rent controls, a
plethora of taxes, and so forth, ad
infinitum, ad mnauseam. If we
want our patient to recover, we
are going to have to take his pills
away from him, regardless of
his neurotic dependence on them.
Fortunately, as long as our pa-
tient is still alive, we know that
his bodily processes are going on,

No Plan
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even though distorted by his un-
wise self-doctoring. Just so, to the
extent that our economy is fune-
tioning, it is doing so on the
basis of natural processes carried
on by individuals working,
trading, and seeking their own
welfare, regardless of the distor-
tions brought about by govern-
ment intervention. The law of
supply and demand has been vio-
lated many times, but to my
knowledge, it has never been re-
pealed ! ®

EVERYWHERE you look in American history, you find examples of
things seeming to happen by accident — without intention. Ameri-
cans had no over-all plan. They had something more important.
They had personal freedom to plan their own affairs; and the
avalanche of human energy resulting from that freedom swept
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Rio Grande.

from the Atlantic to the Pacific, from the Great Lakes to the

In 75 years, within a man’s lifetime, France and Russia had
vanished from the continent. England had been pushed back on

the north; Spain had yielded the Floridas, New Mexico, Arizona,
California, and Texas. The whole vast extent of the country had
been covered by one nation, a tumultuous multitude of free men —
men of heterogeneous races and creeds — living under the weakest
government in all the world. The people who had been left to
shift for themselves —who had learned the lessons of realism
and learned them the hard way — were creating a new world and
carrying forward the revolution which was beginning to shake
the foundation of the Old World.

HENRY GRADY WEAVER, The Mainspring of Human Progress



Brighten the Gorner

Two sermons delivered by the Reverend
WIiILLIAM L. EDELEN from the pulpit of
Plymouth Congregational Church in Wichita,
Kansas, October 19, 1969. Mr. Edelen serves
there as Director of Adult Education.

Children’s Sermon: ABOUT FEEDING BEARS

I'VE DONE lots of camping in Yellowstone and the Grand Tetons,
and I want to tell you a true story about the bears in Yellowstone
that a park ranger told to me.

He said that every year, after tourist season is over and the
cold winds and snow come, bears die by the dozens by the side of
the roads, and the rangers have to come and carry them off and
bury them.

Do you know why they die?

They are still waiting for the handouts from the tourists — the
cookies, the candy, the bread — but the tourists have gone, and no
more handouts. And they sit and wait by the road for the food that
is not to come, and they die there.

For they have forgotten something, through the generations of
bears that have been doing this. They have forgotten how to pre-
pare for winter, and how to dig for themselves, and how to go into
the woods and eat what they have to eat and do what they must
do to survive the winter. They have become so used to being fed
from the road — with all the free handouts.

88
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This can happen to people, can’t it?

There are some things in life that can’t be borrowed, that can’t
be given to us. No one can prepare your mind for you, or study for
you. No one else can develop your talents for you, whatever your
talents are. No one can do your praying for you, or develop your
relationship with God for you. No one can do your daily work for
you.

The most important things in life you must do for yourself —
and dig, and prepare, and work.

And to sit idly by the side of the road and wait and wait and
wait for your parents to give things to you, or your government,
or your church — for someone to give to you things that can’t be
given — is to die, even as the Yellowstone bears!

Adult Sermon: BRIGHTEN THE CORNER

THE ILLUSTRATION from a recent
magazine adequately sets our
theme. The scene is the Board of
Directors meeting room of a large
corporation, At the head of the
table the president of the company
is on his feet. All the Board mem-
bers are looking benignly in his
direction. The president is pound-
ing the desk, ranting and raving,
and he says this:

We have to serve the public, and
give the public what it wants, even
if we have to shame them into tt.

Even if we have to beat them
over the head. Even if we have to
embarrass them. Even if we have
to humiliate them, shame them,

intimidate them. We're going to
serve them, even if it kills them.

The history of mankind reeks
with this kind of tyrannical serv-
ice to mankind — coercion, tyr-
anny — that goes under the pros-
tituted name of service to man-
kind.

One hundred years ago there
was a Russian landowner named
Petrashevsky, who said this:

Finding nothing worthy of my at-
tachment either among women or
men, [ have vowed myself to the
service of mankind. In other words,
not being able to find any man or
woman worthy of my friendship, I
will now serve all mankind as a
whole.
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You can imagine what kind of serv-
ice this man gave.

Some of the worst tyrannies of
our day are pledged to the service
of mankind, and function by pit-
ting neighbor against neighbor.
The communist service to mankind
is to foster revolution. Czecho-
slovakia is being served, no doubt.
We're going to serve mankind
even if we have to kill them in
the service. We're going to save
mankind. Service and saving often
go together, you will notice, when
you have doctrinaire despotism —
or tyranny in the name of service.
We have many groups that are
going to save and serve mankind,
even if it kills mankind. This is
classed as “service to the lost,” the
lost always being those who view
life differently from the one who
is saved. The saved are always go-
ing to serve the lost.

The ““Chosen’’ Ones

The worst tyrannies of history
have been committed under this
motivation. Practically every age
of history has always known what
is called “a chosen group.” The
pride in being chosen can very
easily make the transition to tyr-
anny to convince those not chosen
that the chosen are chosen. We
will show you we’re chosen even if
it kills you. The chosen always
want to serve and save everyone
else. There are always those
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around who claim to be chosen: a
chosen nation, a chosen race, a
chosen religion, a chosen church,
a chosen party, and on and on into
the night.

The attitude that one is a mem-
ber of a chosen group fosters
much of man’s inhumanity to man.
Cromwell first said it: “I beg you,
in the name of God, think that you
may be mistaken.” Our church
fathers, John Calvin and Martin
Luther, were not above serving
and saving mankind through slic-
ing off a few heads — literally, that
is. As Jesus put it: “The hour will
come, always, when whoever kills
you will think he is serving God
and man. They do this and only
prove that they know neither God
or man.”

The hour will come when who-
ever kills you, with bodily murder,
mental murder, spiritual murder,
national murder, emotional mur-
der, murder of dignity, will say he
is doing it in the name of God.

Martin Luther was going to
save and serve mankind even if he
had to kill to do it. Luther was
going to save people and serve
mankind, and so he lashed out at
the people with words of un-
matched ferocity. Luther said this
to aristocrats, and I quote him
directly: “Let there be no half
measures; cut their throats, trans-
fix them, leave no stone unturned;
to kill a rebel is to destroy a mad
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dog.” And then Luther told his
aristocratic patrons: “A prince
can enter heaven by shedding of
blood more certainly than by
means of prayer.”

Marxism started out, too, as a
movement to save the people, to
serve the people. We have only to
ask, “What is the real condition
of the people being ‘saved’ and
‘served’ in those areas controlled
by the Marxist movement?” The
German philosopher, Nietzsche,
feared that the people would turn
history into a shallow swamp, and
it has been said that Hitler was
more influenced by Luther and
Nietzsche than any other Germans
until he, too, wanted to save and
serve people by giving them a
master race and killing all who
stood in his way. In the book, The
Rise and Fall of the Third Reich,
William L. Schirer says that had
Calvin and Luther had at their
disposal the powers and instru-
ments of coercion that Hitler pos-
sessed, they would have used them.

The Many Faces of Despotism

Despotism can come individu-
ally, nationally, racially, reli-
giously, collectively, Despotism
can come in all forms and all
shapes and all sizes. There are
various degrees of fanaticism and
tyranny. Fanatics can always jus-
tify hatred and cruelty as service
to God and man, regardless of the
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perversity of the crime or offense.
As our Biblical text says: “The
hour will come when whoever kills
you will think he is offering a serv-
ice to God. They will do this be-
cause they have not known God.”

Does it not seem amazing to you
how many saviours and servants
of the world hate people — how
many who hate people are going
to serve them by killing them — in
order to make the ideal society?
The ideal always, of course, their
ideal. Their ideal being a perfect
German society, white society,
Gentile society, American, Eng-
lish, democrat, republican, social-
istie, Lutheran, Church of Christ,
Jehovah's Witnesses, Roman Cath-
olic. And on and on and on into
the night, where blood runs deep,
having been released by those who
want to serve and save mankind
—who want to save the lost, the
lost always being those who hold
different views of life. In Belfast
today the Roman Catholics are
going to save the people, and the
Protestants are going to save the
people, even though they totally
destroy each other in the process.

It is easy to get discouraged
with the concept of service to man.
We read of the population explo-
sion forecast where people are go-
ing to run over the earth in the
multibillions — just masses and
masses of flesh. We lose perspee-
tive, we lose the concept of serv-
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ice; we don’t see people, we see
numbers, just gross numbers.

I think of millions of years of
evolution, of cultures, magnificent
cultures, now buried in dust and
debris. I read about Aldous Hux-
ley’s “brave new world” and cold
society, with the machine society,
with the mechanical man, the
“Homo mechanicus.” And I get
discouraged and ask: “How, how
in all this maze do you serve
man?”’ I look around at wars and
rumors of war, and I ask: “Where
do we find meaning in our little
three-score years and ten, and how
can this concept of service mean
anything when viewed over the
long picture and against such a
background of humanity in the
mass ?”’

A Personal Experience

Well, there is a concept that
means a great deal to me per-
sonally —my personal philosophy
of service and activity—and I will
say it as clearly as I can for what-
ever it may be worth to someone.
I first started thinking about this
when I was flying in Korea look-
ing at the frozen and hungry chil-
dren around me and wondering
how “to brighten the corner”
where I was, where I found my-
self. And in those off-hours when
not flying, working in those or-
phanages right around me and
with those children that I stum-

February

bled over daily, brightening the
corner there was not really too
difficult — one of the most mean-
ingful experiences of my life.

The world of plant and animal
life often progresses to a higher
plane of existence through what
is known as a mutation. You re-
member from your own biology
lessons that a mutation is where
an alteration or change in form
or quality takes place in a plant
or animal, either slight or abrupt.
A mutation is where a little ge-
netic change has taken place,
which in turn, if propagated, can
produce an entire new series or
new species or new plant. Some of
our most beautiful plants have
come from mutation, and so, too,
in animal life. The magnificent
peppermint carnations that you
get at the floral house come from
a virus-inflicted mutation a num-
ber of years back. Many of our
most beautiful tulips are the re-
sult of mutations. In other words,
mutations play a vital part in the
evolution, and often improvement,
of our plant life.

It gives great meaning to me
and for me to think that man
evolves, that you and I go through
changes and transformations and
evolve and grow due to mutations
that take place in every genera-
tion, the moral mutation being
the life of a man or a woman who
has cast some light into the dark-
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ness, and beauty into the ugliness,
and truth into the deceit. And
when a human life does this, a
mutation has taken place, life has
been lifted, man has morally
evolved a little higher, climbing
one step further away from the
mud of his conception toward the
stars of his destiny.

Moral Mutations

The story of man’s history is
the story of mutations. A muta-
tion took place when fire was dis-
covered, when the wheel was born;
gimilarly, mutations took place at
the birth of writing, art, weaving
and pottery, building and trans-
port, back in the dim beginnings
of agriculture, of worship, of edu-
cation, of poetry, of philosophy,
of commerce, of music. The his-
tory of mankind is a history of
mutations, each good mutation has
moved man one step higher up the
ladder of moral and mental and
cultural evolution. What I am say-
ing is that each person whose life
has been a mutation for good has
served man in the highest manner
in which man can be served.

Moral mutations take place in
every village, in every state, in
every nation, in every generation,
through the lives of individuals —
from the giant mutations of a
Jesus Christ, a Gandhi, a Schweit-
zer, to the thousands of smaller mu-
tations by those whose names are
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not known fifty miles from home.
In the long run, it is no doubt the
moral mutations of those thou-
sands whose names are not known
that most lift man one step higher
up the ladder of moral and ethical
and cultural evolution.

What I am saying is that per-
haps the greatest service we can
give to our fellow man is to so
grow ourselves —mentally, morally,
ethically, spiritually —that we be-
come a living mutation in our
community, in our time, where we
are, where we work, where we
live, where we play, where we
worship. By so becoming a mu-
tation for good ourselves, we help
to establish a climate wherein
other men can grow into a slightly
improved change of the species —
man.

We Start with Ourselves

How do we become a mutative
force? We start with ourselves.
It is very difficult to serve and
save the world until first you serve
and save yourself. A man cannot
possibly offer anything to man-
kind if he has nothing to offer,
either mentally, emotionally, or
spiritually. We start with our-
selves; for what you are, the
world is; what you are, the church
is; what you are, the community
is; you're it. We serve — we be-
come a mutative force in society
— by first developing ourselves,
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our talents, our potential, our
minds, by doing our work well,
where we are.

Can you imagine what a re-
markable transformation would
take place tomorrow only if every
person performed his daily work
with excellence, with competency,
with honor, with integrity, ethi-
cally? Can you imagine how oth-
ers would benefit and be served
from such a grace as one’s work
well done? Nothing starts any-
where if it does not start with
you, on your block, in your home.
What you are, the community is!

They asked Bernard Baruch on
his 94th birthday —this friend and
advisor to kings and presidents —
they asked him this question:
“Who do you consider the great-
est man of this age?” And what a
marvelous answer came back:
“Who is the greatest man of this
age? The man who is doing his
own job well every day, the moth-
er who gets up in the morning
and cooks breakfast for her
family.”

The Distant Approach

Have you ever noticed how, with
so many people, love, service, and
concern always increase in direct
proportion to the distance in-
volved? It is so much easier to
be showing concern for those in
China than it is to show love and
concern for those close to you. I
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have seen people who became so
concerned about serving others’
problems that their entire family
became delinquent. So what has
been proven, what has been given
to the world? Only that now there
are two problems instead of one.
As Dr. Charles Malik put it: “The
most important thing in serving
the needy is to make sure that you
do not become needy yourself.”
And Paul Tillich asked: “How can
we heal others if we can’t heal
ourselves and our own?” Do you
realize that Jesus practically never
went out of his way to help peo-
ple? But he helped those in his
path, as he went about his busi-
ness, doing his own ‘“thing.” The
phrase is used over and over and
over in the gospels. They came to
him, they sought him out, he
healed those in his path.

Just look around you at those
people whom God has already put
in your path—without even chang-
ing your daily routine. Look at
the human being whom you have
been ignoring: the yardman, the
man downtown at the parking lot,
your business associates, the wait-
ers, secretaries, bank teller,
friends, all of the men and women
that you stumble over daily in
your rounds of activities. We
stumble over the bodies of our
family daily while looking out-
ward and away trying to find
someone else to love or to help.
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We stumble over the bodies of
those closest to us, in our daily
paths, while trying to find some-
one to love in some world-wide
evangelistic program.

Let us brighten the corner
where we are, and what a fan-
tastic transformation will take
place in this world, and more
especially in your world and my
world. How do you brighten the
corner? By living by what you
know to be true. Sure, we all can
cry, “Oh, there is so much that I
don’t understand, so much that is
not clear.” But let’s live, daily,
where we are, by what we do
know to be true and good.

You know that beauty is better
than ugliness, truth is better than
deceit, love is better than hate,
trust is better than suspicion,
hope is better than despair, en-
lightenment and education is bet-
ter than ignorance. There are so
very many, many things that we
do know to be true, and there is
no doubt here; so let’s live by
that, and the mutative effects will
be massive, Finally, you see, our
own healing becomes a part of the
healing of the world; and when
enough individuals become healed
then the world is becoming healed.
And what more magnificent serv-
ice could we offer to mankind than
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to heal ourselves, so that our
health might heal others.

This is my last word:

« In serving the needy, the most
important thing is not to become
needy yourself.

* In serving the sick, the most
important thing is not to become
sick yourself.

+ In bringing light to darkness,
the most important thing is not to
become dark yourself.

« In imparting strength to weak-
ness, the most important thing is
not to become weak yourself.

 In leading, the most important
thing is to make sure that you
are not being led by powers of
darkness.

» In passing on truth, the most
important thing is to make sure
that your sources of truth are
never cut off.

» In witnessing to the grace
and beauty and truth of God, the
most important thing is to let
Him through His spirit work
through you.

This is service, that through
your individual mutative influ-
ence, through your light, through
you, maybe just one person — but
one person — will have found that
next step up the evolutionary
ladder. ®
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Lincoln Didn’t Say It

DEAN RUSSELL

N ExT TO Jefferson, Abraham Lincoln is probably the most
quoted — and quotable — President we ever had. And as
is the case with all famous persons, Lincoln is sometimes
credited with words he didn’t utter Probably the most
famous example is this:

1.

&

5

10.

You cannot bring about prosperity by discouraging
thrift.

You cannot strengthen the weak by weakening the
strong.

. You cannot help small men by tearing down big men.
. You cannot help the poor by destroying the rich.
. You cannot lift the wage-earner by pulling down the

wage-payer.

. You cannot keep out of trouble by spending more

than your income.

. You cannot further the brotherhood of man by incit-

ing class hatred.

. You cannot establish sound security on borrowed

money.

. You cannot build character and courage by taking

away a man'’s initiative.

You cannot really help men by having the govern-
ment tax them to do for them what they can and
should do for themselves.

Dr. Russell, a member of the staff of The Foundation for Economic
Education when this article originally was published in 1954, currently
heads the Department of Economics at Hillsdale College in Michigan.



Lincoln didn't say that— at least, not in those exact
words. The author is William J. H. Boetcker, a retired Pres-
byterian minister. Yet the words were credited to Lincoln
in a national magazine, in the Congressional Record, and in
many house organs, newspapers, and radio programs.

The confusion began when an excellent quotation on
property by Lincoln was printed on one side of a leaflet
which contained the above 10 points, unsigned, on the other
side. Several prominent persons who received the leaflet
jumped to the conclusion that Lincoln was the author of
both quotations, and they said so. As a result, we will prob-
ably continue to read this “Lincoln quotation” in various
places and from time to time.

Many of us are overly impressed by whose name is actu-
ally signed to a statement rather than by what the statement
says. Because of this, unfortunately, there will probably be
some who will tend to discount the merit of these 10 princi-
ples when they find that they were phrased by a compara-
tively unknown minister rather than by Abraham Lincoin.
If so, they should know that Lincoln certainly endorsed
these same general ideas in different words. There is no
doubt that they represent his fundamental beliefs. For
example, here is Lincoln himself along the same line:

“Property is the fruit of labor. Property is desirable, is
a positive good in the world. That some should be rich
shows that others may become rich and hence is just
encouragement to industry and enterprise. Let not him
who is houseless pull down the house of another, but
let him work diligently to build one for himself, thus
by example assuring that his own shall be safe from
violence. .. . | take it that it is best for all to leave each
man free to acquire property as fast as he can. Some
will get wealthy. | don’t believe in a law to prevent a
man from getting rich; it would do more harm than
good.”
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What is Overpopulation?

RousAs J. RUSHDOONY

INCREASINGLY, modern man has
come to believe that he faces a
serious problem in the near future
because of the so-called popula-
tion explosion. The world, he is
told, is running out of room and
out of food for man, and, as a re-
sult, drastic measures may be nec-
essary in order to prevent dis-
aster.

Before the question, “Does the
world face overpopulation?” can
be answered, another question
must be faced: “What is overpop-
ulation?”

Perhaps the best answer to this
latter question is that overpopu-
lation is an imbalance between the
number of people living and their
food supply, which results in hun-
ger and even famine because the
available production of food can-
not match the population’s needs.

In terms of this definition, it
must be recognized that the world
has had the problem of overpopu-
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lation several hundred times at
least, and probably almost con-
sistently during much of its his-
tory. This ancient problem of
overpopulation can best be under-
stood by a few illustrations, and
first of all, its history in North
America. North America had a
continuing problem of overpopu-
lation before the coming of the
white man. The Indian population
was small, perhaps at most 250,-
000 to 300,000, and perhaps even
less than half that number. Nev-
ertheless, overpopulation was a
continual problem, and it led to
hunger, famine, and cannibalism.
The very word ‘“cannibal” comes
from the Americas. It is derived
from the Spanish Canibales, which
came from the Carib calina, galibi,
literally, strong men, i.e., those
who practiced it. Both among the
tribes contacted by Columbus and
in the areas now a part of the
United States, cannibalism was
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fairly prevalent. Its purpose was
certainly often religious and magi-
cal, but it was also clearly econ-
omical as well, often dictated by
the shortage of food. Among some
tribes, its magical use continued
into the nineteenth century:

From time immemorial the Skidi
Pawnees had offered a human sacri-
fice to the morning star each spring
in order to insure the success of their
crops of corn, beans, and pumpkins.
The victim was always a prisoner of
war, and usually a pure young wom-
an. She was treated kindly by her
captors and kept in ignorance of her
fate until the morning she was led,
painted from head to foot in sacred
red and black colors, to a scaffold in
the center of the village, tied to the
crossbhars, and, just as the morning
star appeared in the sky, killed by a
medicine arrow shot through her
heart.1

This is clearly a case of human
sacrifice; human sacrifice was
often accompanied by a ritual act
of cannibalism. But there also ex-
isted extensive cannibalism as a
remedy for hunger. Indian canni-
balism is very little reported or
studied. Older Indians who re-
called it were unwilling to discuss
readily a subject which brought
much disrepute to them. Modern
writers, prone to a romantic view
"1 John C. Ewers, Artists of the Old

West. (New York: Doubleday & Co.,
1965), p. 48.
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of the Indians, tend to mention it
only in passing and then to justify
it by unfavorable references to
cruelty in Western civilization.?
Most general works give us only
a brief, passing reference to such
facts as this, concerning a South
American people: “Some of the
many bands of Tupian people bred
their women to captives of war
and raised the resultant children
like veal calves for butchering.”s
In most cases, however, cannibal-
ism for economic reasons was a
last resort, although not an un-
common Jast resort.

Hungry Hunters

Why were the Indians hungry,
when they had the wealth of the
Americas at their disposal? The
answer is that their food supply
was severely limited. A few ani-
mals, like the passenger pigeon,
were seasonally plentiful, but they
were not always available. Before
the white man brought the horse
and the gun to the Indians, buffalo
were much more difficult to hunt,
and smaller game was normally
depended on. In forested areas,
game was scarce. Living off the
land is a poor way to live and

2 Oliver La Farge, A Pictorial History
of the American Indian (New York:
Crown Publishers, 1957), p. 56.

3 William Brandon, with Alvin M. Jo-
sephy, Jr., The American Heritage Book
of Indians (New York: American Her-
itage Publishing Co., 1961), p. 56,
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makes only a marginal and pre-
carious existence possible. It was
rarely done by white men. The fur
trappers went into the wilderness
with food and equipment as their
capital: a grubstake made survival
possible. Settlers moved out in
large groups, with at least two
years’ income as capital, to clear,
plant, and develop the soil. As the
settlers developed the soil, the
nearby game increased, because
the food supply increased. Game
drew close to settlements and mul-
tiplied, and Indians drew close {o
settlers to get the game as well as
the settlers’ produce and animals.
The coming of the white man in-
creased the food supply, because
the white man developed the
earth.*

Here is the key to the problem.
The total Indian population in
North America was not greater
than many an average-sized
American city, and yet the Indi-

4 See James C. Malin, The Grassland
of North America: Prolomena to Its His-
tory, pp. 138-140, Lawrence, Kansas,
1947; and Malin, “The Grassland of
North America: its Occupancy and the
Challenge of Continuous Reappraisals,”
p. 10, Background Paper No. 19, prepared
for the Wenner-Gren Foundation Inter-
national Symposium, “Man’s Role in
Changing the Face of the Earth,” Prince-
ton Inn, Princeton, New Jersey, June
16-22, 1955, See also Marquis de Chastel-
lex, Travels in North America in the
Years 1780, 1781, and 1782, vol. I, p. 791.,
Chapel Hill: University of North Caro-
lina Press, 1963.
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ans were unable to produce enough
food to avoid famine. Some coun-
ties in California today produce
more food than perhaps the In-
dians of North, South, and Central
America ever saw in a year. For
hunting tribes, famine was a nor-
mal thing.

From the Abnaki of Maine through
the Micmac of Nova Scotia and the
Montagnais and Naskapi of Quebec
and Labrador, hunger was increas-
ingly a part of life and legend, in di-
rect proportion as farming dwindled
and hunting became the only gainful
occupation. Even in a country teem-
ing, as the saying goes, with game,
the chase is bound to be a shaky pro-
vider, there being nothing stable
about a supply of wild meat.5

Agriculture, then, was a preven-
tative to famine, but it was not a
certain preventative. Repeatedly,
the farming peoples of Europe
have undergone famine. Thus, in
England alone, during the thir-
teenth century, hunger and fam-
ine struck in 1203, 1209, 1224,
1235, 1239, 1243, 1257, 1258, 1271,
1286, 1289, 1294, 1295, and 1298.
In 1258, for example, it was re-
ported that the poor ate the bark
of trees, and horseflesh, and that
20,000 starved in London, which
was the report also for 1235. In
1239, we are told that people ate
their children, and 1286, a 23
years’ famine began, with the

5 Brandon, op. cit., p. 175,
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years cited above being simply the
severest years.t

The Plymouth colony in New
England faced famine immedi-
ately as a result of its farming.
The cause for this is stated can-
didly by Bradford: it was the so-
cialistic system of farming which
created the famine:

At length, after much debate of
things, the Govr (with the advice of
the cheefest among them) gave way
that they should set corne every man
for his owne particuler, and in that
regard trust to them selves; in all
other things to goe on in the generall
way as before. And so assigned to
every family a parcell of land, ac-
cording to the proportion of their
number for that end, only for present
use (but made no devission for in-
heritance), and ranged all boys and
youths under some famillie. This had
very good success; for it made all
hands very industrious, so as much
more corne was planted then other
waise would have bene by any means
the Govr or any other could use, and
saved him a great deall of trouble,
and gave farr better contente. The
women now wente willingly into the
feild, and tooke their little-ones with

6 E. Parmalee Prentice, Hunger and
History, the Influence of Hunger on Hu-
man History (Caldwell, Idaho: Caxton
Printers, 1951), p. 6f. See also Prentice,
Farming for Famine (Garden City, N.Y.:
Doubleday, Doran, 1936), p. 7f. Prentice’s
data comes from Cornelius Walford, The
Famines of the World: Past and Present,
March 19, 1878, Journal of the Royal Sta-
tistical Society, vol. 41, p. 433; vol. 42,
p. 79.
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them to set corne, which before would
aledg weaknes, and inabilitie; whom
to have compelled would have bene
thought great tiranie and oppression.

The experience that was had in this
commone course and condition, tried
sundrie years, and that amongst
godly and sober men, may well evince
the vanitie of that conceite of Platos
and other ancients, applauded by
some of later times; — that the tak-
ing away of propertie and bringing
in communitie into a comone wealth,
would make them happy and florish-
ing; as if they were wiser than God.
For this communitie (so farr as it
was) was found to breed much con-
fusion and discontent, and retard
much imployment that would have
been to their benefite and comforte.?

The problem at Plymouth Plan-
tation was thus a restrictive form
of farming, one imposed from
London, which undercut initiative
and production. Basic to sound
farming, therefore, is freedom
from statist controls. As Montes-
quieu observed, “Countries are not
cultivated in proportion to their
fertility, but to their liberty.”s

Famine Was Normal

Not nature but man is the ma-
jor cause of famine. Natural dis-
asters such as storms, droughts,

7 William T. Davis, editor, Bradford’s
History of Plymouth Plantation, 1606-
1646 (New York: Charles Scribner’s
Sons, 1908), p. 146f.

8 Montesquieu, Spirit of Laws,
xviii, ch, 3,

Bk.
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and frost can indeed destroy
crops, but their effect is local, not
total. Free production elsewhere
can alleviate a shortage in a
stricken area. In 1967, killing
frosts in the San Joaquin Valley
of California in some cases de-
stroyed all the fruit on many
farms. Farms sometimes within
sight of a devastated farm came
through the frost with minor
damage. Some produce was in
short supply, but other produce
supplied the lack by bumper
crops. Farmers whose crops were
destroyed did not starve. Those
who had savings used them to
weather the year; many wives
went to work to alleviate the fi-
nancial crisis. The uses of free-
dom and industry saw these farm-
ers through a crisis without any
famine, nor with any proclama-
tion of a national disaster calling
for Federal funds.

Walford listed, among the causes
of famine, the following factors
which are of particular signifi-
cance:

1. The prevention of cultivation or
the willful destruction of crops;

2. Defective agriculture caused by
communistic control of land;

3. Governmental interference by
regulation or taxation;

4. Currency restrictions, including
debasing the coin.?

9 Cited by Prentice, Hunger and His-
tory, p. 4,
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The world, during its least
populous eras, suffered most from
hunger and famine. As statist
controls receded in the nineteenth
century, hunger also began to re-
cede, and Western civilization in-
creasingly saw famine banished
and hunger successfully dealt
with. A far greater population en-
joyed far greater supplies of food.

The reason for this increased
supply of food was not simply
technology nor the Industrial Rev-
olution. The application of tech-
nology to Russian farming since
1917 has not seen an increase in
the food supply. On the contrary,
food production has declined, and
the Ukraine, once the bread-
basket of Europe, has been un-
able to feed the Soviet Union.
Technology has not increased the
food supply of Red China nor of
any other socialist regime. The
reason for the increased supply of
food was the growth of freedom.
Now “thanks to Socialism, famine
again stalks the earth. . . . Like a
horse and carriage, ‘socialism and
hunger’ inevitably go together.”
As a result, “much of Eastern
Europe, once a granary in its own
right, lives off U. 8. surpluses,
while the fertile farmlands of
Algeria, which produced so boun-
tifully for the hard-working
colons, have turned barren.”1¢ In
the United States, as a result of

10 Barron’s, December 20, 1965, p. 1.
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the increasing socialistic controls
of farming, food production is de-
clining to the point that civil gov-
ernment officials can speak of fu-
ture food problems, and a con-
servative writer can describe the
policy as planned famine.!!

Hunger Endemic to Socialism

The answer, then, to our prob-
lem is in essence this: socialism
always creates ultimately an im-
balance between the number of
people living and their food sup-
ply which results in hunger or
famine, There is in this sense,
therefore, always a problem of
overpopulation under socialism.
Hunger is chronic and endemic to
socialism.

Socialism, moreover, affects both
the food supply, by limiting it, and
also the population, by both ex-
panding it at one stage and limit-
ing it at another. Socialism grows
in a country by catering to a
group or to various groups by sub-
sidies. These subsidies penalize
the taxpayers for the benefit of
favored groups who are termed
“needy” but are now in actuality
an undeservedly privileged group.

A subsidized group experiences
a ‘“population explosion.” Being
released from the responsibility of
work, it lacks inhibitions and feels
no constraint about rapid in-

11 Dan P. Van Gorder, Ill Fares the
Land (Boston: Western Islands, 1968).
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crease. Since more children may
be a means of increased subsidy,
the inhibition of financial account-
ability and responsibility is re-
moved. Absorption with sex, and
irresponsible sex, are products of
a welfare economy. Zoo animals
have a different sexuality than do
wild animals.’® A zoo is a welfare
economy, and the zoo animals are
privileged—and enslaved—animals.
A welfare economics gives a privi-
leged and enslaved status to a seg-
ment of the population. Again,
America gives us a familiar and
telling illustration. The American
Negro, under slavery, existed in a
welfare economy, because slavery
is a form of welfare economics.
The possession of slaves gave so-
cial status but it was not an econ-
omic asset.The slave gained cradle
to grave security for a minimum
of work. His living conditions
were sometimes good and some-
times bad, but, on the whole, far
superior to those of the peoples
of Red China and the Soviet
Union. . ..

The census of 1860 estimated
that the total population of the
United States would reach “about
a hundred million” by 1900, but it
estimated that, with emancipation
likely, due to the start of the Civil
War, “so many (Negroes) will be
transferred from a faster to a

12 Robert Ardrey, African Genesis
(New York: Atheneum, 1961}, p. 118.
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slower rate of increase,” that
“nine millions of the colored, in
the year 1900, appears a large
estimate.”'® The Negro population
in 1900 reached 8,833,994, the
total population, 75,994,575. There
was thus a marked decline in the
ratio of the colored population
after 36 years of freedom. Slavery,
as a welfare economy, had encour-
aged the birth rate. The further
the Negro left behind slavery and
plantation patronage, the more his
population statistics indicated a
declining birth rate. The follow-
ing statistics are revealing.1*

Year White Negro Indian Total
(millions)

1860 26.9 4.4 .044 314

1900 66.8 8.8 .237 76.0

1930 110.3 119 .332 1228

1960 158.8 18.9 .624 179.3

The above statistics do not list
Chinese, Japanese, and other
groups. The Indians are included
to indicate that an Indian popula-
tion greater than ever existed in
pre-Columbian America now lives
with millions of Americans with-
out famine. Indian America was
overpopulated; modern white
America is not.

The statistics are also important
in that they show the marked de-

13 Fighth Census, 1860, p. 8.

14 JTan Golenpaul, editor, Information,
Please Almanac, 1967 (New York: Simon
and Schuster, 1966), p. 324.
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cline in the ratio of Negroes to
whites from 1860 to 1930; the In-
dians showed some increase in the
same time, because the reserva-
tion system provided them with a
welfare economy. The census of
1860 did not include Western In-
dians, but their numbers at that
time were limited in the West.
Their strong resistance has cre-
ated the illusion of great numbers
in men’s minds. The Negro ratio
declined to 1930 but returned to
about the same ratio as 1860 in
1960. In other words, a generation
of welfare, beginning with the
New Deal of President Franklin
Delano Roosevelt, provided a re-
turn to the subsidized conditions
of the Negro of 1860.

The Worst Elements Subsidized

Thus, a welfare economy, up to
a point, increases a segment of the
population. Whether in ancient
Rome or modern America, this in-
crease is of the worst segment of
the population in ability, intelli-
gence, and character. The worst
elements of the white and Negro
populations are subsidized to the
detriment of the nonsubsidized
whites and Negroes.

In 1965, in the cities, nearly one-
fourth of the Negro women who
have been married were now di-
vorced or separated as against a
7.9 per cent rate for white women,
“Nearly one out of every four
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Negro babies born” was illegiti-
mate, a Negro illegitimacy rate of
23.6 per cent as against a white
rate of 3.07. More than half of all
Negro children in 1965 were
helped by Federal-state Aid to
Dependent Children, as against an
8 per cent rate for white children.
The birth rate for Negroes was
40 per cent higher than for whites,
so that it was estimated that by
1972 “Negroes will make up one-
eighth of the U. S. population.”1®
The situation since 1965 has be-
come rapidly worse.

However, with full socialism,
the need to gain votes by subsidy
gives way to totalitarian controls
over all the people, and population
figures then show a frequent de-
cline. Population figures for the
U.S.S.R. are estimates only, in
that the data is carefully guarded
by that state, and the indications

15 “Negro Revolt— The Big City

Crisis,” in San Francisco Call-Bulletin,
Saturday, August 14, 1965, p. 2.
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of population decline and famine
are many.

The answer to the question,
“What is overpopulation?” is that
it is an imbalance between the
number of people living and their
food supply. This is a condition
the world has faced during most
of its history. As a result, we can
answer the question, “Does the
world face overpopulation?” that
it indeed does face overpopulation,
hunger, and famine progressively
as it becomes more and more so-
cialistic. Socialism has a poor rec-
ord when it comes to eliminating
problems: its answer adds up to
eliminating people. In fact, one of
socialism’s major and chronic
problems is simply people. Social-
ism on the one hand destroys pro-
duction, and, on the other, breeds
up the least desirable elements. Its
answer is to find the people at
fault. Socialism always faces over-
population; a free economy does
not.

The foregoing article is reprinted by permission from the opening
chapter of The Myth of Over-Population (Nutley, New Jersey: Craig
Press, 1969). The Reverend Mr. Rushdoony, who is President of the
Chalcedon Foundation in California, deals in subsequent chapters with

the problems:

Too Many People?
The Economics of Population Control
The Possibilities of Depopulation

Copies of his book (56 pages, paperbacked) may be obtained at $1.50
from The Foundation for Economic Education, Inc., Irvington-on-Hud-

son, New York 10533.



PLANNING FOR PEACE

R e L - o o Z
A B o o o — . ——

HaNns F. SENNHOLZ

WAR is the brutal and inhuman
method of settling differences be-
tween governments. But no mat-
ter how great these differences
may be, the old arbitrator, time,
finds an end to it all. Even the
Vietnam war will one day come
to its end.

War cannot be driven out by
war, for the use of evil breeds
more evil, hostility more hostility,
and the use of force more force.
Peace is the natural state of man,
war the temporary repeal of rea-
son and virtue.

In the words of James Madison,
fourth President of the United
States, “Of all the enemies to pub-
lic liberty war is, perhaps, the
most to be dreaded, because it
comprises and develops the germ
of every other. War is the parent
of armies; from these proceed
debts and taxes; and armies, and
debts, and taxes are the known
instruments for bringing the
many under the domination of the

Dr. Sennholz heads the Department of Eco-
nomics at Grove City College in Pennsylvania
and is a noted writer and lecturer for freedom.
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few. In war, too, the discretionary
power of the Executive is ex-
tended; its influence in dealing out
offices, honors, and emoluments is
multiplied; and all the means of
seducing the minds, are added to
those of subduing the force, of
the people. . . . No nation could
preserve its freedom in the midst
of continual warfare.”

If this is the true nature of war
we can deduce the problems and
tasks of its liquidation. We need
no government committees that
plan for peace, no politicians or
commissioners who draft new laws
or regulations, merely peace.

Armies can be disbanded with-
out delay. Free labor markets can
absorb any number of veterans
discharged from military duty.
For, contrary to popular opinion,
there is no given number of jobs.
The demand for labor depends en-
tirely on the price of labor. And
this price readily adjusts to any
change in labor supply. There is
no record of any serious unem-
ployment when millions of Amer-
ican veterans were discharged
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after the Civil War or the two
world wars.

It is true, in labor markets that
have been rendered rigid through
labor union power, surpluses ac-
tually may exist. Employment in
unionized industries is no longer
subject to adjustment through
wage flexibility, but is regulated
by seniority rule and union deci-
sion. This is why returning vet-
erans cannot expect to find em-
ployment in these industries un-
less they meet union specifications.

Termination of war also should
permit repeal of all wartime levies.
Tax rates can be reduced to pre-
war levels unless the government
incurred a debt in pursuit of the
war. In past American wars, such
as the Revolution and the Civil
War, the debt was retired in about
one generation. The World War I
debt was retired rapidly until the
Great Depression administrations
increased it again. After World
War II, no attempt was made at
debt reduction. In fact, large bud-
get deficits have added more than
$120 billion to the previous debt.

Wartime taxes are not easily re-
duced after the war. Government
does not voluntarily surrender
revenue; its departments and
bureaus have insatiable appetites,
and powerful pressure groups
clamor for government services
and benefits. Paraphrasing James
Madison, especially in the postwar
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period government influence in
dealing out offices and benefits is
multiplied with the lush revenues
from wartime levies, “and all the
means of seducing the minds are
added to those of subduing the
force of the people.”

Could this be the objective of
the government committees and
planning boards created by sev-
eral state governments? Peace
needs no commissioners or direc-
tors, merely reduction and re-
trenchment of government. The
American economy needs no help
from government in its necessary
readjustment from war to peace-
time production. It is true, arma-
ment and ammunition industries
will have to curtail their opera-
tions, and consumers’ goods in-
dustries will expand. In a market
economy such as ours, labor and
capital always respond to the pur-
chasing power of consumers. And
in case tax levies on business
should be reduced, the end of war
will lead to new capital formation,
which in turn would increase eco-
nomic output and raise standards
of living. How can government
planning committees aid business
in production improvements?

We love peace, but not peace at
any price. We do not fear the eco-
nomic consequences of peace, but
the government that is planning
for peace. @



The B S have it

INDIVIDUAL MAN shows a persist-
ent tendency to organize his think-
ing and activity. Watch the small
child eagerly observing his sur-
roundings and you will soon note
evidences of the desire to systema-
tize the results of his observations.
He starts sizing up, pondering, as
well as accumulating information.
And if he is not thwarted by the
misdirected efforts of parents and
teachers he will build up his store
of savvy at an amazing rate.
This tendency to array, to clas-
sify, is something for which to be
thankful. Without the taxonomic
inclination, indeed, it is hard to
see how one could cope construc-
tively with the complexities of life
on this planet, especially if he is
a member of a ‘“civilized” commu-

Dr. Paton is Professor Emeritus of Account-
ing and of Economics, University of Michigan,
and is known throughout the world for his
outstanding work in these fields. His current
comments on American attitudes and behavior
are worthy of everyone’s attention.
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W. A. PATON

nity. If the individual is disor-
ganized, lacking in understanding,
the flow of phenomena encountered
these days is likely to take on the
appearance of a callithumpian pa-
rade — with resulting bewilder-
ment and inability to chart an
orderly course.

At the best the life road traveled
will have rough spots. Buffets
from an unfriendly nature can be
expected as well as difficulties and
obstacles arising from association
with the other humans who are
making the trip.

General Standards Needed

It is a great help, in contending
with both routine affairs and spe-
cial problems, to have established
guidelines, primary rules or stand-
ards, to which reference can
readily be made. We need stances,
positions. These should be devel-
oped early in life, and become so
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embedded in attitudes and be-
havior, so firmly a part of the
warp and woof of the personality,
as to provide automatically for
right answers and actions in deal-
ing with the great mass of cir-
cumstances and events met with
in ordinary living. It would be a
great nuisance, for example, if in-
tensive study and research were
required — every day — to settle
questions of sleeping and waking
hours, attire, mealtimes and
menus, how and when to go to
work, and so on. Those who spend
a lot of time and energy on such
matters rob themselves of the pos-
sibility of giving serious attention
to the more crucial — and interest-
ing — concerns with which they
are faced. (Of course, if the lady
really enjoys taking a half-day or
more to select a pair of shoes, and
has no more pressing or attractive
alternatives, a defense can be
made for dillydallying at the
store.)

A degree of flexibility, it need
hardly be said, is required as the
individual steers his way through
varying, changing conditions, and
deals with the complications and
cruxes that are bound to arise.
The chap who becomes rigidly
“set in his ways” will often vex
his associates, and stand in his
own light as well.

An endowment of basic stand-
ards, it should be understood, will
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not automatically solve complex
problems. Such standards provide
nothing more than a broad back-
ground on which to keep an eye
during the process of doing the
research and pondering required
in coming to reasonable conclu-
sions, forming sound judgments.

The Twin E’s as Possible Guidelines

There are numerous underlying
concepts and points of view that
may serve as building blocks for
character and conduct. Some are
rooted in ethics, some stress tech-
nology, some show special concern
for man’s physical well-being,
some are heavily loaded with po-
litical considerations — and the
reader can readily lengthen the
list. The twin E’s, efficiency and
equity, have been roughly useful
to me, particularly in dealing with
issues in business operation and
economics generally, I'm a long-
time admirer of high-level per-
formance, top-flight workmanship,
in all lines of endeavor, including
the most lowly pursuits. And in
company with practically every-
body I am also devoted to the
ideal of being fair, acting justly,
in all transactions and relation-
ships. These benchmarks of be-
havior are not unduly obscure, and
are widely acceptable in general
terms. They are nevertheless in
need of a bit of examination, in
part because there is considerable
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misunderstanding associated with
their meanings and applications.

Efficiency — E One

Regarded from an economic
point of view efficiency is pecu-
liarly an aspect of the process of
production; it represents produc-
tivity raised to a higher power. In
relation to the individual, effi-
ciency refers to both quality and
quantity of personal accomplish-
ment. In a broader sense efficiency
means overall utilization of man-
power and other resources in a
superior manner, with the goal of
maximizing the flow of goods
from the economic pipeline.

The level of efficiency, perform-
ance, is accordingly a crucial fac-
tor in connection with all efforts
to maintain or increase the vol-
ume of output. Thus those who are
genuinely devoted to bettering
standards of living, abolishing
poverty, and making more gener-
ous handouts abroad should be
earnest — if not ardent — advocates
of efficient industrial operation.
They cannot reasonably condone
carelessness and indifference in
economic activity, anywhere along
the line, to say nothing of outright
loafing and soldiering. They must
support good organization and ad-
ministration. They must be on the
alert to oppose interferences by
either governmental or private
agencies with new methods and

THE FREEMAN

February

techniques designed to reduce
waste, promote better operating
performance, and spur product im-
provement and development of new
products.

In the area of commonplace
manual activities, such as laying
shingles or trimming hedges, it is
usually fairly easy to select the
star operatives, and measure mar-
gins of superiority. Even here,
however, there are questions to
settle in making comparisons and
forming judgments. When the
boys go out to the swamp to pick
wild raspberries no one expects
8-year-old Tom to equal the ac-
complishment of his 12-year-old
brother Dick, and 16-year-old
Harry may well do still better.
Likewise in appraising mature
workers, in any field, muscular
strength, eyesight, native intelli-
gence, and other inherent qualities
must be taken into account in rat-
ing performances (which doesn’t
mean that the handicapped person,
even if his effort is 100 per cent,
should be rated above or be paid
more than a superior workman
whose effort falls short of the best
of which he is capable).

In the area of those providing
professional and quasiprofessional
services, including inventors, re-
searchers, explorers, and other
highly specialized workers in the
economic vineyard, it is more dif-
ficult to array individuals in terms
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of level of performance. In the
field of business management, for
example, who constitute the out-
standing performers, who make up
the second flight, the third-placers,
and so on? In appraising execu-
tives, breakdowns are of course
necessary in terms of years of ex-
perience, levels of responsibility,
and other factors. The familiar
tests of the rung of the financial
ladder attained by the manager
personally, or by the organization
he heads, are not free from objec-
tion as measures of essential talent
and accomplishment.

Among rank-and-file staff, and
laymen generally, as we all know,
the supervisors and bosses, includ-
ing the top brass, often don’t rank
very high on any scale. Opinions
and judgments from such quar-
ters, as we also know, are likely to
be uninformed and arbitrary. The
widespread bias against business,
which will probably always be
with us, stands in the way of good
measurement of either people or
enterprises by popular polls. Even
among students of economics the
key functions of the entrepreneur,
and the savers and investors who
provide the necessary funds, are
often not clearly seen, and con-
vincing anyone that speculators
may be rendering an important
service in the market economy is
next to impossible. The confirmed
socialist, of course, insists on clas-
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sifying all capitalists as parasitic,
if not as full-fledged jaegers.

One other phase of the problem
of defining and measuring level of
performance should be mentioned.
In an economy dominated by ma-
chine methods, and with produc-
tion largely in the hands of busi-
ness enterprises commanding a
complex of tools and employing a
substantial number of people, fur-
nishing a wide range of services,
the individual participant is a part
of a package of productive factors
and his particular contribution
may not be readily determinable.
Moreover, the performance of the
particular human agent is bound
to vary with the nature of the
package of which he is a part. The
individual’s productivity, in other
words, will vary with his tech-
nological endowment, and the over-
all setting in which he is working.
To use a very simple example from
farm operation, the man plowing
with an old-model tractor, not in
first-class condition, cannot be ex-
pected to match the showing of the
man operating a fast, modern ma-
chine.

Increasing attention is being
given nowadays, quite properly, to
ways and means of motivating the
members of the enterprise staff,
and of judging -capability and
achievement. But there are no
easy solutions, no convincing and
infallible measurement techniques,
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conveniently at hand. Where two
or more factors contribute to a
common end there is literally no
valid physical method of assigning
the value of the result to the con-
tributing factors. The only signifi-
cant solution available is the im-
putation furnished automatically
by the mechanism of the market.

Efficiency — Conditions Conducive
and Contrary

In the above comments on E One
are some suggestions and implica-
tions as to conditions encouraging
or discouraging to high-level effort
and achievement in the economic
realm, but this important subject
needs further attention — at least
to the extent of outlining major
factors. In extending the discus-
sion, briefly, no attempt will be
made to distinguish sharply be-
tween efficiency in the sense of
personal, individual accomplish-
ment and the level of performance
— productivity — for the economy
as a whole. The two aspects are of
course closely related.

The basic requirement is the
institution of the market, referred
to above. In the absence of a
market economy there is no sub-
stantial foundation for top-flight
workmanship and high productiv-
ity. Without a market there can be
no exchange (beyond clumsy bar-
ter), without exchange there is no
opportunity to specialize, and
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without specialization there is
little or no incentive to become
an expert, a master, in any line.
Even the potential jack-of-all-
trades has small chance in a non-
market environment, lacking an
array of trades at which he can
bestir himself.

The term “miracle” has often
been used to characterize the
amazing accomplishment of the
free competitive market as the
director of economic activity —
both production and distribution
— and this characterization scarce-
ly goes too far. Reflecting the con-
tinuing interplay of the attitudes
and desires of the host of partici-
pants, the market gives the signals
that channel resources into an in-
tricate array of enterprises, turn-
ing out a still more elaborate pat-
tern of products, and at the same
time determines the shares in the
output — makes the awards to all
contributors and claimants. The
market, in other words, provides
an impersonal and automatic ther-
mostat for the entire economic
process.

The institution of the market
has proved to be tough, but it is
not indestructible. If laden with
a maze of governmental restric-
tions and interferences the mar-
ket’s ability to translate promptly
into prices the ever-changing flow
of impulses from buyers and sell-
ers, can be impaired to the point
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of malfunction, and if the process
of piling on regulations is contin-
ued the end result will be some
form of central planning or social-
ist dictatorship. It is beyond the
scope of this small piece to pre-
sent an indictment of collectiv-
ism, of any variety, but both the
historical and current scenes pre-
sent an abundance of evidence of
the inefficiencies and tyrannies
that flow from governmental oper-
ation of the economy. If the reader
has any doubts on this point let
him take a careful look at the ex-
perience of the U.S. post office —
or any other business run by a
political apparatus of any kind.
Or let him read the devastating
account of “The Rise and Fall of
the National Plan”, in Great
Britain, by the Honorable J.
Enoch Powell,! and follow this
with Dr. G. Warren Nutter’s T/he
Strange World of Ivan Ivanov.?

Other Wasteful Interventions

Government action is not the
only source of interference with
the free market which threatens
the survival of that institution.
The restraints and arbitrary rules

I Chapter 3 of Freedom and Reality,
a brilliant book by Powell. B. T. Bats-
ford, LTD., London, 1969.

2 World Publishing Co., Cleveland,
1969, Professor Nutter, currently an im-
portant official of the U.S. Department
of Defense, is an outstanding authority
on Russian economics.
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imposed by labor unions constitute
a substantial roadblock to the
functioning of the market, espe-
cially in certain sections of the
mechanism, and undoubtedly re-
sult in inefficient use of available
resources and serious limitation
of output. I still wince when I
read about the 20-25-hour work
week. What in the world will a
guy do with the remaining 140 or
more hours? And I can’t overlook
the soldiering tendencies, lack of
discipline, seniority rules, required
featherbedding, and other features
of present-day labor practice
standing in the way of greater
productivity.

Inefficient use of human re-
sources wouldn’t be so bad if we
could keep the machines going
without the men. Driving past a
construction job on the highway,
and seeing the equipment stand-
ing idle, in broad daylight and
good weather as well as when
working conditions are unfavora-
ble, continues to be a painful ex-
perience for us worrywarts. The
spectacle is then made infuriating
by a big sign with the legend
“Your Tax Dollars at Work”.

But we can’t blame all our eco-
nomic troubles and losses on gov-
ernment and the unions —or on
the weather. There is a widespread
infection amongst us of bad habits
and practices. Vandalism is ram-
pant, and we are becoming so
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callous that the smashing of a
score of plate-glass windows,
coupled with a bit of looting, or
the wrecking of a schoolroom, are
hardly worth noticing in the news.
Major criminal action, organized
and disorganized, and increasing
at a frightening pace, is surely
man-made, and can only be curbed
by concerted human effort. Fire
does a fantastic amount of damage
across the country, and few com-
munities of substantial size escape
serious conflagrations for long
periods. There are undoubtedly
many cases of arson and sabotage,
and lightning does strike occasion-
ally, but sheer carelessness by
smokers and others remains the
number-one cause. The carnage on
the highways, resulting in 55,000
deaths and about 80 times that
number of reported injuries an-
nually, should perhaps be put at
the top of the list. As every police
officer and car repairman knows
(and anyone willing to observe
and think does too), traffic acei-
dents are accounted for by the
bad driving habits of a substantial
fraction of the licensed operators,
and the effort to shift the respon-
sibility to the cars — remarkably
well-built and efficient vehicles —
is one of the silliest nonsense
campaigns to which we have been
subjected. The universal method
adopted by the newspapers in re-
porting accidents, describing the
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car capers that bring disaster to
the driver, is truly exasperation
reading.

If anyone were to stand on the
street corner and poll passers-by
with the simple question: “Do you
favor waste, inefficiency, and low
productivity ?” it is safe to say
that he would receive negative
answers from almost all of those
whose attention he could attract
to his question. But if he could
follow this up by studies of the
habits and conduct of a sample
of the people polled he would find
condoning of bad present-day prac-
tices and conditions, and active
participation therein, in many
cases. Again, unfortunately, we
don’t practice what we preach.

We Have Still Fared Well

With all our frailties and
troubles the performance of the
American economy to date has
been almost incredibly good, by
all comparative tests. Favored by
the stimulus of a substantial de-
gree of laissez faire, in our politi-
cal and economic environment, the
economic output of the United
States, in both volume and variety
of products, has been the world’s
wonder — and envy. The basic sta-
tistics of our affluence, and margin
of superiority, have been widely
publicized, and will not be quoted
here. Instead I'll tell a short story
of personal experience. About fif-
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teen years back I was pinned down
by bad weather at the “Soo”, in
Michigan, and was trying to do a
bit of writing while waiting at
the hotel. My ball-point suddenly
gave out — as they still do. Down
town I went to get a couple of new
cartridges. In the department
store I wandered into I caught
gight of a small barrel filled with
plastic, retractable ball-point pens,
attractive in appearance and
priced — you won’t believe it — at
5¢ each! I tried one or two and
ended up buying a dozen, the total
cost being less than the price of a
refill cartridge for my old pen. As
I recall there was only one lemon
in the bunch. This episode im-
pressed me then and has continued
to impress me as token evidence
of the tremendous surge of Amer-
ican technology and the marvels
afforded by our operating methods
and the mechanism of the free
market. I would wager, and give
odds, if there were any way of
deciding, that if a government
bureau or board had been estab-
lished when the Pilgrim Fathers
came ashore from the Mayflower,
about 350 years ago, with instruc-
tions to produce a workable ball-
point pen to retail for a nickel,
the result to date would be the
complete failure of the undertak-
ing. They would probably still not
have a pen of any kind.

The problem now, in a nutshell,
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is how to retain the essential fea-
tures and blessings of the system.

Equity — E Two

The other side of the coin is
equity, fairness, and this is a
more elusive concept, and hence
more widely misinterpreted, than
the standard of efficiency, superior
performance. About all that can be
attempted here is to throw some
light on major misunderstandings,
and indicate the linkage of E-Two
with E-One.

The fatal weakness in the popu-
lar view of the meaning of equity
results from loading the concept
heavily with sentimentality —
turning it into an emotional lode-
star. According to this slant on
the subject, fairness in human
conduct means giving primary at-
tention to the needs and desires of
the “disadvantaged”, the “under-
privileged”, coupled at times with
actual restraint and discourage-
ment of the more talented and
productive amongst us. This view
is grounded in part on the famil-
iar tendency in family life to de-
vote especial care to the sick or
ailing member, or the crippled
child. No one in today’s society
objects to this, even where there
is no possibility of cure or im-
provement. But is it reasonable
to extend this policy generally,
throughout the economy? 1 be-
lieve that a negative answer is
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justified, If the individual, on a
strictly voluntary basis, devotes a
part of his energy and resources
to helping his fellowmen, nearby
or far away, who have unsatisfied
wants or are in distress, such
action should be acceptable in a
free society. But this is a far cry
from using the powers of govern-
ment, plus private pressures from
fund drives and other organized
appeals, to take by force —or other
form of coercion —the fruits of
the labor of the more capable and
successful, and ladle out the re-
sources so seized, through the
agency of costly boards and bu-
reaus, in welfare programs often
clearly unwise and wasteful. I
see no good reason for considering
such action as falling within the
zone of fair or equitable policy.
Here, today, is our number-one
problem. We are suffering from a
sustained surge of catering to the
underdog, including proposals that
approach complete irrationality.
Especially hard to take, by those
who still respect common sense
and objective thinking, are the
suggestions and demands pouring
out from the current swarm of
psychologists, sociologists, welfare
workers, and other “social science”
groups infesting college campuses.
These ‘“‘experts” don’t hesitate to
push programs that are bound to
intensify and perpetuate the prob-
lems they are ostensibly trying to
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solve — which is folly compounded.

Equity is not softness. Good
management often requires hard-
boiled decisions and actions and
these need not be at odds with
justice. Trying to fit square pegs
into round holes, it is universally
agreed, is not practical procedure.
There is also wide acceptance of
the view that it is bad policy to
substitute inferior materials for
those called for in the job specifi-
cations, or to employ unsafe or
substandard methods and equip-
ment. Why can’t it also be recog-
nized that displacing the more
efficient and productive employees
to make room for inferior person-
nel is no way to run the shop, in
any field? It should be plain, too,
that heavy concentration of avail-
able funds on training the back-
ward, the unpromising, to the
neglect of selecting and develop-
ing the talented, the individuals
with high potential, will eventu-
ally saw off the limb of advancing
technology and high output we are
sitting on. We can’t afford, in
short, to misuse the pegs.

But those objecting to proposals
they regard as stupid and danger-
ous should not be too eager to
suppress the agitators and nuts,
in professorial ranks and else-
where, who are leading the parade.
A free society must provide elbow-
room for diverse points of view
and varying procedures. Miss Folly
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is riding hard today and effective
resistance is badly needed, but
let’s not call on government to
unhorse her if this can possibly
be avoided. On the other hand, it
would be quite proper if the gov-
erning boards of our colleges and
universities, and the taxpayers
who are putting up the money,
were to insist on revision of cur-
rent employment and tenure prac-
tices.

A Place for Kindness

Before commenting further on
the economic side of the picture
it should be noted that there is
no intention here of attacking or
disparaging the exercise of kind-
ness in human relations, Patting
little Tommy on the head, or even
giving him a Roosevelt dime on
occasion, is a personal right
against which there is no need to
tilt. Befriending a neighbor, even
when his difficulty or condition is
of his own making, and similar
acts, likewise may pass muster as
unobjectionable conduct. Two
warning notes should be sounded.
First, don’t indulge your friendly
spirit to the point of being a
nuisance, a busybody, or a person
who leaves the sink at home full
of dirty dishes while out helping
others to tidy up. Second, look at
the secondary as well as the im-
mediate effects of your generous
impulses, and if the object of your
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solicitude will be damaged, for the
long pull, rather than benefited,
try substituting good advice for
other interferences; or, even bet-
ter, try tending faithfully to your
affairs and letting the other fel-
low have a go at solving his own
problems.

There is likewise no intention
of suggesting that courtesy,
friendliness, humane treatment,
are not compatible with efficient
operation in business enterprise.
For ten years Mrs. Paton and I,
with our granddaughter Victoria
on occasion, have been regular
patrons of a restaurant (a small
chain) which we have decided is
the best that can be found for
our needs. And the major factor
which attracts us, in addition to
the superb soups, is the quality of
the service. The “girls” are care-
fully selected and rigorously
trained and they are conspicu-
ously considerate as well as capa-
ble. We have traveled about quite
a bit and have never found their
equal elsewhere — regarding the
staff as a whole.

I suspect that careful investi-
gation would show that usually
one will find efficiency where he
encounters courtesy.

Fair Prices and Fair Profits
This is the area in which effi-

ciency and equity must be con-
fronted. What is a ‘“fair” price?
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What is a “fair” profit? These
terms have been bandied on the
economic scene for a long time,
and they have finally become so
entrenched and commonplace that
everyone assumes they have set-
tled, significant meanings. The
fact is, however, that it would be
difficult to find anything else in
the everyday economic lexicon
with less substance —or with more
potential for mischief — than these
popular expressions. Here is a spot
where there is a real need for dis-
sipation of the fog.

With regard to price adjust-
ments and profit levels, “fairness”
is widely considered to be identical
with “reasonableness”, and this
view has been encouraged by sev-
eral prominent business tycoons.
“We only want a fair profit”. “We
are only entitled to reasonable
prices and earnings”. This is the
kind of talk that has become very
familiar and is widely applauded.
Actually such remarks are twad-
dle, and it is painful to see them
taken seriously. A proper price is
the resultant of the array of at-
titudes and impulses from buyers
and sellers in a free, competitive
market. In such a market the pro-
ducer is entitled — to put it bluntly
—to get all he can, to sell at the
highest price obtainable under the
prevailing conditions of demand
and supply. It is sheer nonsense to
prate about any other standard
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than that furnished by the market,
the director and arbiter of our
economic affairs and a stern disci-
plinarian to boot.

And substantially the same test
must be applied in passing judg-
ment on the level of the net earn-
ings, profits. The contractual,
hired, layer of funds is of course
entitled to the price agreed upon,
as long as it is financially feasible
to make the payments as agreed.
Those who provide the layer of
exposed, high-risk capital, as
stockholders or proprietors, on the
other hand, have no contract with
the business entity or with cus-
tomers assuring them of a par-
ticular rate of return, or any re-
turn. Their investments are cast
upon the waters of the conditions
of the particular business, with
the state of the economy as a
whole as background, and they
face the possibility of loss as well
as gain. Nevertheless the layer
of risk or venture money is essen-
tial, cruecial, in private business
operation; and a continuing ac-
cumulation and flow of such funds
into the economy cannot be ex-
pected unless the overall economic
climate provides at least the pros-
pect of an income sufficient to
justify the responsibilities and
hazards undertaken. It’s a bit like
fishing; not many would indulge
in this activity if there were no
hope of catching anything. The
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greater the hazard, moreover, the
more necessary the possibility of
hitting the jackpot, making an un-
usually high rate of income. In
other words, there must be a lure
appropriate to the risks assumed.
Those who are forever advocating
the restriction of profits to some
nominal “fair” rate are in effect
proposing a barrier to capital ac-
cumulation and investment and —
for the long pull —a barrier to
the continuation of a system of
private enterprise. One of the sure
ways to destroy capitalism, with-
out firing a shot, is to take away
the incentive of the stockholder
class. Risk is inherent in economic
activity, and the only alternative
to the shouldering of this risk by
private capital is use of the tax
power of the state — which means
some form of socialism.
“Profiteering” should be men-
tioned. This is a term that ought
to be banished from our vocabu-
lary. I doubt if there can be found,
either in popular discussion or in
the technical literature, a clear-
cut, understandable definition of
“profiteering”. But everybody uses
the expression freely, to describe
those nasty people who charge
“too much” for their products and
make “excessive” profits. One of
my professor friends — whom I
won’t name — recently wrote about
how the ancient Greeks “discour-
aged profiteering in the construc-
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tion of public buildings”. The
building contractors, so the story
goes, were required to carve the
amounts of their receipts and ex-
penses “on stone tablets which
were set in the walls”.

Once more: prices and profits
are not excessive or improper if
the levels are set by the forces of
the free, competitive market.

Significance of Competition

In the above comments there
have been several references to
the market, as the basic economic
institution, and in these refer-
ences the qualifying adjective
“competitive” has been attached.
Here is another spot where mis-
understanding is rampant and an
attempt to make a brief clarifying
statement is in order.

Popular concepts of economic
competition are generally hazy and
unrealistic, and most of the treat-
ments in the textbooks are far re-
moved from the actual processes
of price-making. The courts and
regulatory commissions, too, have
often been off the track in their
theories and determinations. The
common opinion seems to be that
competition is a harsh and chaotic
process. Fairness is often regard-
ed as unattainable in a competitive
climate. There is misunderstand-
ing as to long-run versus short-
run impacts; there is inadequate
appreciation of the varying forms
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and modes which market competi-
tion may take. Above all, both
casual and close observers have
trouble appraising the evidence
that price levels and movements
yield as to the existence and po-
tency of a state of competition.
Thus we see legal determinations
that find lack of competition in a
continuing similarity of product
prices, and others that scent mo-
nopoly in varying prices in a par-
ticular market area.

Competition, it must be ingisted,
is not a cruel or baneful influence;
it is rigorous, but neither unfair
nor destructive. Competition
should not be equated with mis-
representation, fraud, or any form
of predatory conduct. The essence
of competition is pressure on the
producer to reduce costs and im-
prove products to attract and keep
customers. This pressure, stem-
ming from other producers, may
take a number of forms. It may
result from improvement in prod-
uet quality, better packaging, more
prompt delivery, superior repair
service, and so on—as well as
from a lower price. Strictly speak-
ing, the product is the entire set of
physical elements and related con-
ditions furnished to the customer.
In practice there is a tendency to
look only at the price factor in
judging the presence and degree
of competition, which is clearly a
mistake. We should be thankful
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for producers who are efficient,
aggressive, innovative. These hus-
tlers force the rest of us to grab
at their fast-moving coattails and
try to keep up with the technolog-
ical and administrative advance.
Here is the feature of the market
which provides protection for the
interests of the customers. Com-
petition represents the pressure
needed to keep all producers dis-
ciplined and on their toes.

Imperfect and Effective

An important aspect of the com-
petitive process, usually over-
looked, lies in the fact that com-
petition must be imperfect in or-
der to be effective. The hustlers
and innovators just referred to are
of course trying to gain an ad-
vantage by getting the jump on
competitors with the new package
or other improvement. If the im-
pact of every new development
were instantaneous and complete
throughout the market, so that no
advantage whatever could be re-
alized by the producer whose re-
sourcefulness is responsible for
the change, there would be a seri-
ous dampening of the urge to make
improvements in methods and
products.

Competitive pressure is the pri-
mary roadblock to the growth of
monopolistic situations. Potential
competition — the possible entry
of new producers into the field —
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is also an important antimonopoly
factor. In addition there are well-
known obstacles to monopolistic
overpricing in the form of elastic-
ity of demand and possible use of
substitute products.

Producers undoubtedly worry a
great deal about competitors, and
don’t particularly enjoy seeing new
heads appearing on the horizon.
There is nevertheless a bright side
to meeting competition, aside from
the great benefit to customers.
Pressures that require us to get
busy are a good antidote for the
inevitable dull periods. Falling in-
to a rut is easy, but a long stay
there is neither enjoyable nor con-
ducive to effort to climb out. For
a dozen years or so I was on the
board of directors of a company
that had begun to go slack, fall
behind the procession, especially
in product quality. Old customers
were complaining and the situation
was becoming critical. At this
point a new president came on the
scene and started cracking the
whip. Junior executives, jarred
out of a state of complacency, did
a lot of growling at first. But
shortly — and here’s the point —
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they began to take part vigorously,
with obvious improvement in spir-
its, in the campaign to catch up
with competitors. Without much
doubt, for most of us, an atmos-
phere of hustle is preferable to a
continuing state of humdrum.

* * *

It’s time to wind up these ob-
servations about the E twins. Two
points, pertaining to individual
conduct, may be stressed in con-
clusion, First, the most satisfying
feature of a lifetime on Mother
Earth is a sense of accomplish-
ment. This becomes very plain as
we grow older. And although most
of us never achieve pinnacle per-
formance in anything it’s fun to
keep trying. Second, looking back
on the journey provides an espe-
cially good feeling if one can re-
call few if any times when he be-
haved unfairly. The best way to
run the race, for sure, is to rely
on one's own power and speed, and
not get in another runner’s way,
in the drive to hit the tape first.

The E’s, like the “ayes”, still
have it.

Reprints of this article available, 10¢ each.



EARL ZARBIN

A Living Symbol

I DECIDED to wear a peace symbol.

No, not THAT peace symbol, the
one used by some folks as an em-
blem of their protest against war
in South Vietnam.

I've always held that anyone
who favors war over peace isn’t all
here, so wearing a symbol to pro-
test the Vietnamese war or any
war is like nothing. Who needs it?

Still, seeing these people walk
around with their inverted trident
badges nagged me. We're all for
peace, I said to myself, except
most of us don’t feel the need to
constantly remind everyone who
sees us.

Finally, I concluded that THAT
peace symbol didn’t really stand
for peace, anyway. The inverted
trident is the combined semaphore
symbol for the letters ND, which
stands for nuclear disarmament,
and was first used in the mid-
1950’s by “ban the bomb’’ marchers
in London, England.

My peace symbol was to be
much older. It had its origin some-

Mr. Zarbin is a newspaperman in Arizona.
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where back in antiquity, when men
got the idea that their bodies and
their minds belonged to themselves
and not to some slave master. The
concept was refined and developed
in the eons, exploding, as it were,
in the American Revolution. The
imperfect men of the Revolution
later put together the imperfect
Constitution of the United States
of America.

Despite its deficiencies, the Con-
stitution was then, and continues
to be, a beacon in a world of au-
thoritarian lust. If the dreams
men dreamed could not be per-
fected under the Constitution, the
fault lay not with it, but with the
men themselves. Enough of them
realized this; some of them also
saw the uniqueness of the Consti-
tution: the power of government
was granted from the governed,
not from some divine right or
from the muzzle of a pistol, and
they were free to act for them-
selves, not as some king or dicta-
tor directed.

Many Americans reacted posi-
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tively to these extraordinary con-
ditions. They pursued self gain.
Working in their own interests,
they created the climate that pro-
duced opportunity, that produced
jobs, that produced wealth. Among
themselves they debated enter-
prises, funding those they believed
would be profitable, rejecting those
they considered would not result
in good returns.

Not everyone was productive in
the positive sense. Some cheated
and robbed. Others, perhaps those
who considered themselves more
sophisticated, determined to use
government to achieve for them-
selves what they were unable to
do in the free market place. Thus,
the corruption of the Constitution
set in at once.

Who can say if men will always
rob to accomplish for themselves
what they have been denied by
the good judgment of their fellow
men? No one can say with cer-
tainty, but until that utopia ar-
rives, the peaceful and productive
citizens, those who would rely on
themselves and on the voluntary
and willing cooperation of their
neighbors, must organize a police
force which they name govern-
ment.

This police force is not designed
to restrict or to restrain any per-
son engaged in peaceful endeav-
ors. Nor is it intended to do for
some men what other citizens will
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not do for them. Confident that
this was the bedrock of their gov-
ernment, the people of the United
States sought to make better lives
for themselves in thousands of dif-
ferent ways.

Peaceful Existence Under Law

The measure of their success
could be gauged in many ways.
Monetarily, it was represented by
the dollar, which in July, 1785, had
been adopted as the money unit
of the United States. The first
paper money was issued in 1861
and on many of the notes the ini-
tials of the United States were
printed: &

Some persons believe the $ sign
stands for the initials of the
United States, a narrowed U atop
the S with the bottom of the U cut
away.

But A. H. Quiggin wrote in The
Story of Money, “The upright
lines of the dollar sign, $, may be
derived from the Pillars of Her-
cules, but the device is usually
attributed to the Spanish contrac-
tion for peso, a weight.” The Pil-
lars were represented on the Span-
ish dollars, or “pieces of eight,”
before the first colonists arrived.

Whatever the origin of the dol-
lar sign, I thought it would serve
as my badge of peace. I had a
friend fashion such an emblem —
4 inches high — from silver, ex-
cept that the bottom of the U was
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not cut away. A chain was at-
tached to it and I let it hang from
my neck. I wore it everywhere I
went.

Among persons who saw it and
asked about it, my self-devised
peace symbol seemed a quick suc-
cess, After stating what it was, I
explained that the U.S. was the
embodiment of the ideal of peace-
ful existence within a framework
of law and that it was within this
structure that maximum personal
freedom, and productivity, was
achieved.

The U.S., I said, stood for a
positive assertion of peace. Only
when there is peace can we maxi-
mize the effort to satisfy human
wants and desires. War and tur-
moil are the great destroyers be-
cause they turn efforts and re-
sources away from filling the real
needs of human beings.

Freedom Under Limited Government

Only by strictly limiting gov-
ernment to its necessary role, as
outlined in the Constitution, can
Americans be most fully served,
for they serve themselves and one
another through voluntary and
peaceful exchange. This remains
the promise for these United
States if government intervention-
ism ceases, because interference
by government in the market place
is unpeaceful.

THE FREEMAN

February

In its finest sense, the U.S.
stands for the best possible mean-
ing of peace that I, to now, have
been able to discern. That this
peace hasn’t been achieved is no
slander on the concept or the po-
tential ; rather, it is a confirmation
of the imperfection of man.

Nonetheless, I believe the ideal,
while it may never be achieved,
is known, and that if it is ever to
be reached it will be done by men
individually controling themselves
and their actions. Peace would be
the inevitable outcome. The idea
is there, and that is the thought
I had hoped to express with my
peace emblem,

Then one day, five weeks later,
I put the symbol away. I wasn’t
displeased with the results, but I
realized there was a still better
symbol, the symbol of self.

A living symbol, which we hu-
man beings may struggle to be-
come, though we know we shall
never ascend the pinnacle, is far
better than an inanimate sign
which can mask deception. Hu-
mans can and do deceive, too, but I
don’t believe they can always hide
their real selves. What they are
will come through in what they do
and say.

The symbol of what we are
should be ourselves, not a piece of
lifeless metal. P



A REVIEWER'S NOTEBOOK

JOHN CHAMBERLAIN

The Conservative Mainstream

FRANK S. MEYER, who writes the
fortnightly column called “Prin-
ciples and Heresies” for the Na-
tional Review, is totally uncom-
promising when facing his collec-
tivist enemies. But within the con-
servative movement he is the great
conciliator.

This does not involve Mr. Meyer
in legerdemain, but it does require
of him considerable deftness in
analysis. In The Conservative
Mainstream (Arlington House,
$8.00), an extremely well-arranged
collection of his columns, articles,
and reviews, Mr. Meyer is careful
to make his own position absolute-
ly clear. He is a “libertarian” more
than he is a “traditionalist.” The
libertarian, he says, takes as his
first principle in political affairs
the freedom of the individual. In a
free society the power of the state
must be limited to protecting the
individual in his inalienable rights,
as they are menaced from within

the nation and from without.
Where the libertarian philosophy
is strictly applied, the state taxes
only to support the police, the
courts of law, the military forces,
the public services that guard the
individual against disease and the
invasion of privacy, and the cur-
rency that is used in contractual
relationships. Mr. Meyer is under
no illusions that we live in a liber-
tarian society today, which means
that he does not support what
passes for liberalism in an age of
sloppy nomenclature. He is, in a
way, a Whig, but without the
nineteenth century Whig’s care-
lessness about letting a bit of so-
cialism creep into the practical or-
dering of affairs.

Thinking as he does, Mr. Meyer
has often been the target for tra-
ditionalist conservatives who think
the pursuit of virtue is the only
important consideration. Mr. Mey-
er parries the traditionalist’s as-
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sault upon his — and the libertar-
ian’s — position by conceding that
it is the duty of all men to seek
virtue. But he insists on the need
for individual freedom if the pur-
suit of virtue is to have any human
or moral significance. Virtue, if
compelled by an unlimited govern-
ment, is, as Mr. Meyer puts it, a
mere “simulacrum” of the good.
The virtuous individual must make
his own uncoerced choice between
good and evil if he is to be some-
thing more than a zombie.

Means and Ends

So Mr. Meyer comes to his con-
clusion that modern conservatism
must be a fusion of two different
historical streams of thought.
Freedom is an end, as the libertar-
ian has always held. But it is an
end only at the political level. When
the higher ends of the human being
are considered, freedom at the po-
litical level becomes the means
which enables the individual to
make his own moral and religious
decisions for himself.

Since power cannot be wished
out of existence, as the pure an-
archist might wish, both the liber-
tarian and the traditionalist wings
of the modern conservative move-
ment must insist on the continued
relevance of the thinking of James
Madison to American conditions.
The powers of the central state
must be divided and balanced, and
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the nonenumerated powers must
be left to the voluntary associa-
tions where they are not considered
to be within the discretion of the
local governing unit. The Madison-
ian would reject both the authori-
tarian extreme of nineteenth cen-
tury conservatism and the utili-
tarian extreme that betrayed John
Stuart Mill into socialism in his old
age. There is room for ‘“provi-
dence,” “honor,” and “valor” in Mr.
Meyer’s Madisonian fusion of the
conservative and libertarian
streams of thought. As Mr. Meyer
says, the champion of a freedom
that is founded on the “deep na-
ture of man” does not revise
Patrick Henry. He does not say,
“Give me liberty if it doesn’t mean
risking war; give me liberty, but
not at the risk of nuclear death.”

The traditionalist conservative
who quotes Aristotle against Mr.
Meyer’s “fusionist” position runs
up against Mr. Meyer’s own su-
perior knowledge of Aristotelian
ethics. “In order to be good,” said
Aristotle, “one must be in a certain
state when one does the several
acts, i.e., one must do them as a
result of choice and for the sake
of the acts themselves.”

From Abstract to Concrete

Mr. Meyer is more willing than
most journalists to argue in terms
of abstractions. But the bulk of his
book applies the abstract “princi-
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ple” to the concrete instance of
modern “heresy.” Thus Mr. Meyer
is able to take on such enemies of
his own conservative fusionist
position as John Maynard Keynes,
Robert McNamara, the majority
members of Chief Justice Earl
Warren’s Supreme Court, Lyndon
Johnson, the Kennedys, Senator
Eugene McCarthy, the more “New
Dealist” of the Republican Party
(Javits, Lindsay, Nelson Rocke-
feller). At the other end of the con-
temporary spectrum, one finds Mr.
Meyer attacking the Populism of
George Wallace, who would substi-
tute for the “liberalism” of the
Eastern Establishment the tyranny
of the majority as “pure will,” un-
trammeled by ‘“considerations of
freedom and virtue.” Wallace is
against the modern liberal’s urge
to impose a “utopian design” on
society. This in itself is good. But
in his campaign against the
“pointy heads” and the “briefcase
toters,” Wallace combines “nation-
alist and socialist appeals” (he is
for the Welfare State in Alabama)
and betrays a “contempt for the
intellect in all its manifestations.”
His “polar opposite” of the modern
liberal’s “political perversion” is
just another perversion. It is not
“true conservatism.”

Naturally Mr. Meyer is very
much concerned with foreign pol-
icy. He takes communism seri-
ously, Marxism is devoted to the
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ultimate destruction of capitalism,
the bourgeois order, or whatever
you want to call the Western way
of life. This being true, the con-
frontation of East and West can-
not come to an end without sur-
render by one side or the other.
(The surrender could be peaceful,
depending on internal political
overturn in Moscow and Peking, or
in Washington, London, Paris, and
West Berlin.) Since Mr. Meyer is
in no mood to surrender, he insists
on fighting the Cold War, and even
such Hot Wars as the one in South
Vietnam, which was forced on us
by inept statecraft. If we and our
allies are to be overrun by the
communists, the opportunity to
pursue virtue would obviously be
closed to everyone save a few con-
genital martyrs. There would be
no more scope for argument be-
tween traditional conservatives
and libertarians such as Mr.
Meyer; indeed, there would be no
fundamental arguments of any
type. We would be back in the cata-
combs, facing a new Dark Age.

Differences Among Friends

Mr. Meyer’s insistence that So-
viet intentions are wholly dishon-
orable leads him into controversy
even with some of his generally
anticommunist colleagues such as
James Burnham. Burnham, as Mr.
Meyer sees it, has ceased to be
wholly persuaded that Moscow
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must, by virtue of Leninist doc-
trine, be committed to an expan-
sionist program. forever. This
seems to Mr. Meyer to be a repu-
diation on the part of Mr. Burnham
of the old anticommunist position
which regards Leninism as in-
herently imperialistic, and there-
fore continuously menacing to the
capitalist world. Mr. Meyer’s own
thinking is that Moscow pursues
“co-existence” purely as a tactic.
It is aimed at making the Soviet
Union’s western front safe, thus
freeing the communists to follow
a strategy of subversion and the
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promotion of ‘“people’s war” and
“liberation” in the old colonial re-
gions of Asia, the Middle East,
Africa, and Latin America.

In the opinion of this reviewer,
Mr. Meyer is correct in his assump-
tions. But surely Mr. Burnham,
however he may have nodded in a
particular instance, is in funda-
mental agreement with Mr. Meyer.
After all, the author of the Suicide
of the West can hardly have gone
over to the cause of self-destruc-
tion through the lack of eternal
vigilance.
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Freeman. These are samplings of reader responses:

~ “I want to tell you that I greatly appre-
ciate your series of articles on The Flight
from Reality. . . . I trust these will be pub-
lished in book form in the near future . . .
such a book should be required reading for
every student in our colleges.”

— NEW HAMPSHIRE

~ “Your Flight from Reality series has
been so penetrating, so irresistibly logical
and so trenchant that I do hate to see it
come to an end.” —PENNSYLVANIA

~ “Almost like an adolescent pursuing a
‘thriller’ to the last page, 1 have been intoxi-
cated with each succeeding installment of
The Flight from Reality. Now that I have
regretfully reached the last page, I am writ-
ing to thank you for this brilliant piece of
analysis. I shall read and reread it for many
years.” —NEW YORK CITY

~ “Have completed reading The Flight
from Reality and 1 still say it’s simply great!”
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~ “Yours is the most logical, lucid, and
meticulous explanation of the problem sur-
rounding America, . ..” —OHIO

~ “You are to be congratulated on the

depth and accuracy of your analysis and

synthesis in The Flight from Reality.”
—CALIFORNIA

~ “I have just finished reading the last in-
stallment of your Flight from Reality. . . .
I have reread each installment several times.
. .. You have put together a monumental
work. 1 hope it gets the attention it deserves.”

—MARYLAND

~ “Please accept my congratulations on
‘The Pen and the Sword,’ the last chapter of
The Flight from Reality. I'm looking for-
ward to the publication of the complete
book.” —VIRGINIA

~ “The September issue of THE FREE-
MAN was received in today’s mail and I
felt called upon to express my appreciation
to you and the editors for affording me the
opportunity of studying your splendid series
on The Flight from Reality.,” —NEW YORK

~ “Your uncompromising libertarian posi-
tion combined with your great scholarship
make your articles among the very best ever
written. The service you are rendering to in-
dividual liberty is tremendous.” —ARKANSAS

~ “I commend you for and admire your
ability to comprehend broad subjects and to
translate that comprehension into straight-
forward, easy-to-understand language. Your
Flight from Reality is an outstanding ex-
ample of this ability.” —WISCONSIN
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