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From the President 

FEE at 60: 
Self-Improvement and First Principles 
B Y R I C H A R D M . E B E L I N G 

Ma rch 7 m a r k s t h e 6 0 t h ann ive r sa ry o f t h e 

e s t a b l i s h m e n t of t h e F o u n d a t i o n for E c o ­

n o m i c E d u c a t i o n (FEE) by t h e late L e o n a r d 

E . R e a d , w i t h t h e assistance o f a handfu l of b u s i n e s s m e n , 

e c o n o m i s t s , a n d j o u r n a l i s t s w h o w e r e all d e d i c a t e d t o 

t h e ideas o f i n d i v i d u a l l i be r ty a n d t h e free m a r k e t . F r o m 

its b e g i n n i n g F E E has b e e n m o r e t h a n w h a t n o w a d a y s is 

ca l led a p o l i c y - o r i e n t e d t h i n k t a n k . Its w o r k is ba sed o n 

t h e u n d e r s t a n d i n g t h a t r i g h t t h i n k i n g o n p o l i c y issues is 

i m p o s s i b l e un less p e o p l e have a c lear a p p r e c i a t i o n o f t h e 

p r i n c i p l e s o f f r e e d o m , p r i v a t e p r o p e r t y , free e n t e r p r i s e , 

t h e r u l e o f law, a n d c o n s t i t u t i o n a l l y 

l i m i t e d g o v e r n m e n t . 

W i t h o u t t h e s e p r i n c i p l e s any d i s ­

cus s ion a b o u t p u b l i c p o l i c y is l ike a 

sh ip adrif t w i t h o u t a m e a n s o f n a v i g a ­

t i o n . As a resul t , FEE ' s w o r k o n b e h a l f 

o f l i b e r t y always t r ies t o ana lyze c o n ­

t e m p o r a r y p o l i t i c a l a n d e c o n o m i c 

d e b a t e s in t h e c o n t e x t o f first p r i n c i ­

p les . T h i s c an p e r h a p s bes t b e u n d e r ­

s t o o d by br ie f ly l o o k i n g b a c k at h o w 

F E E c a m e i n t o e x i s t e n c e . 

L e o n a r d R e a d ( 1 8 9 8 - 1 9 8 3 ) was a 

M i c h i g a n d e r w h o m o v e d to t h e wes t 

coas t i n t h e m i d - 1 9 2 0 s a n d s o o n l a n d e d a j o b w i t h t h e 

W e s t e r n D i v i s i o n o f t h e U . S . C h a m b e r o f C o m m e r c e . 

Af te r t h e e l e c t i o n o f F r a n k l i n R o o s e v e l t in 1 9 3 2 a n d t h e 

star t o f t h e N e w D e a l , W i l l i a m C . M u l l e n d o r e , p r e s i d e n t 

o f S o u t h e r n Ca l i fo rn i a E d i s o n C o m p a n y , d e c l a r e d t h a t 

h e d i s a p p r o v e d o f F D R ' s po l i c ies a n d t h e a t t e m p t b y 

t h e U . S . C h a m b e r o f C o m m e r c e t o foster g o v e r n m e n t -

bus iness p a r t n e r s h i p s as a m e a n s t o e n d t h e G r e a t 

D e p r e s s i o n . 

R e a d w e n t t o see M u l l e n d o r e t o p e r s u a d e h i m t o ge t 

o n b o a r d w i t h N e w D e a l po l ic ies . Af te r m a k i n g his case 

for a b o u t ha l f a n h o u r , R e a d s p e n t t h e n e x t h o u r l i s t en ­

i n g t o M u l l e n d o r e persuas ive ly exp l a in t h e v i r t u e s o f 

Leonard Read's 
philosophy of 
advancing freedom is 
grounded in the idea 
that changing the 
world begins with 
changing ourselves. 

f r e e d o m a n d t h e free m a r k e t , a n d t h e d a n g e r s f rom 

pa te rna l i s t i c g o v e r n m e n t . B y t h e t i m e M u l l e n d o r e was 

f in ished, R e a d h a d e x p e r i e n c e d a n in te l l ec tua l t ransfor ­

m a t i o n . As h e e x p l a i n e d it years later, " T h a t was t h e 

m o m e n t o f m y l i be r a t i on ; t ha t talk o f his b a c k in 1 9 3 3 

t u r n e d m e o n " t o t h e i m p o r t a n c e a n d p o w e r o f l i be r ty 

for h u m a n b e t t e r m e n t . 

R e a d b e g a n a process o f s e l f - educa t i on a n d self-

i m p r o v e m e n t t o mas t e r t h e case for l ibe r ty a n d t h e 

n a t u r e o f t h e th rea t f rom all f o r m s o f co l lec t iv i sm. In 

1 9 4 1 , w h e n h e was t h e n t h e m a n a g i n g d i r e c t o r o f t h e 

L o s A n g e l e s C h a m b e r , R e a d m e t 

T h o m a s N i x o n C a r v e r , a r e t i r ed H a r ­

vard U n i v e r s i t y professor o f e c o n o m ­

ics a n d o n e o f t h e o u t s t a n d i n g 

A m e r i c a n d e f e n d e r s o f e c o n o m i c 

f r e e d o m in t h e first hal f o f t h e t w e n t i ­

e t h c e n t u r y . C a r v e r said t o h i m , 

" M r . R e a d , y o u s o u n d j u s t l ike F r e d ­

e r i c Bast iat ," t h e n i n e t e e n t h - c e n t u r y 

F r e n c h classical l iberal . R e a d asked 

C a r v e r t o spell this F r e n c h m a n ' s n a m e , 

a n d s o o n d e v o u r e d Bastiat 's w o r k s . 

Bast iat clarif ied for R e a d t h e c r u ­

cial idea o f t h e p r o p e r ro le o f g o v e r n ­

m e n t a n d t h e d i s t i n c t i o n b e t w e e n legal a n d illegal 

p l u n d e r . If o u r i nd iv idua l r igh t s t o life, l iberty, a n d p r o p ­

e r t y d o n o t c o m e f rom g o v e r n m e n t , b u t b e l o n g to us by 

o u r v e r y n a t u r e as h u m a n b e i n g s (and, as b o t h Bast ia t 

a n d R e a d be l i eved , as a b less ing f rom G o d ) , t h e n n e i t h e r 

p r i va t e ind iv idua l s n o r pol i t ica l a u t h o r i t i e s have t h e 

m o r a l r i g h t t o p l u n d e r any o f us t h r o u g h v i o l e n c e o r 

fraud. If g o v e r n m e n t goes b e y o n d s e c u r i n g l i be r ty a n d 

ins tead viola tes it t h r o u g h r e g u l a t i o n , r e d i s t r i b u t i o n , a n d 

p l a n n i n g , t h e n c i t izens are v i c t ims o f legal p l u n d e r . 

In 1945 R e a d left t h e C h a m b e r a n d m o v e d t o N e w 

Richard Ebeling (rebeling@fce.org) is die president of FEE. 
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F E E a t 6 0 : S e l f - I m p r o v e m e n t a n d F i r s t P r i n c i p l e s 

Y o r k to h e a d a f r e e - e n t e r p r i s e e d u c a t i o n a l p r o j e c t for 

t h e N a t i o n a l I n d u s t r i a l C o n f e r e n c e B o a r d . B u t differ­

e n c e s ove r t h e c o n t e n t o f this p r o j e c t l ed h i m t o res ign 

a f ew m o n t h s later . S o o n a f t e rward R e a d was asked b y 

B.F. G o o d r i c h C o m p a n y c h a i r m a n D a v i d G o o d r i c h 

h o w h e w o u l d des ign a n e d u c a t i o n a l p r o j e c t . Af ter 

w o r k i n g all n i g h t , R e a d r e t u r n e d to G o o d r i c h ' s office 

w i t h w h a t b e c a m e t h e p r o s p e c t u s for F E E . G o o d r i c h 

r e a d it a n d asked, " W h e n c a n w e s t a r t ? " 

O n M a r c h 7, 1 9 4 6 , at a m e e t i n g in t h e G o o d r i c h 

M a n h a t t a n offices, F E E was es tab l i shed . T h e f o u n d i n g 

b o a r d i n c l u d e d R e a d as p r e s i d e n t ; H e n r y Haz l i t t , A m e r ­

ica's f o r e m o s t f r e e - m a r k e t j o u r n a l i s t , as v i c e p r e s iden t ; 

a n d G o o d r i c h as b o a r d c h a i r m a n , a l o n g w i t h F r e d 

Fa i rch i ld a n d L e o W o l m a n , respec t ive ly professors o f 

e c o n o m i c s at Yale U n i v e r s i t y a n d C o l u m b i a U n i v e r s i t y ; 

C l a u d e R o b i n s o n o f O p i n i o n R e s e a r c h In s t i t u t e ; D o n ­

a ldson B r o w n , v i c e p r e s i d e n t o f G e n e r a l M o t o r s ; E.P. 

H a l l i b u r t o n , p r e s i d e n t o f t h e H a l l i b u r t o n C o r p . ; C h a r l e s 

W h i t e , p r e s i d e n t R e p u b l i c S tee l C o r p . ; H . W. L u h n o w , 

p r e s i d e n t o f t h e W i l l i a m Vo lke r C o . ; a n d M u l l e n d o r e . 

I n t h e s u m m e r o f 1 9 4 6 , R e a d set u p FEE ' s h e a d ­

q u a r t e r s at its p r e s e n t l o c a t i o n in a t h r e e - s t o r y n i n e ­

t e e n t h - c e n t u r y m a n s i o n o n a s e v e n - a c r e p r o p e r t y in 

I r v i n g t o n - o n - H u d s o n , a b o u t 2 0 mi le s n o r t h o f N e w 

Y o r k Ci ty . R e a d s o o n h a d a g r o w i n g staff o f able a d v o ­

cates o f l i be r ty w o r k i n g w i t h h i m at t h e F o u n d a t i o n . In 

t h e ear ly 1950s t h e f r e e - m a r k e t j o u r n a l i s t J o h n C h a m ­

b e r l a i n d e s c r i b e d L e o n a r d R e a d as "a c u r i o u s m i x t u r e o f 

A m e r i c a n g o - g e t t e r , T o l s t o y a n C h r i s t i a n , H e r b e r t 

S p e n c e r l i b e r t a r i a n a n d d e d i c a t e d m e d i e v a l m o n k . M r . 

R e a d h o l d s t o t h e E m e r s o n i a n b e l i e f t h a t a g o o d m o u s e 

t rap adver t i ses i tself b y its o w n g o o d n e s s . " As a resul t of 

FEE 's g o o d w o r k , f r iends o f f r e e d o m w e r e b e a t i n g a 

p a t h t o his d o o r . 

L e o n a r d R e a d ' s p h i l o s o p h y o f a d v a n c i n g f r e e d o m is 

g r o u n d e d in t h e idea t h a t c h a n g i n g t h e w o r l d b e g i n s 

w i t h c h a n g i n g ourse lves . In J u n e 1 9 7 4 , w h e n I was in 

m y 20s , I a t t e n d e d a F E E s u m m e r s emina r . It was a 

w o n d r o u s e x p e r i e n c e , w i t h o u t s t a n d i n g l ec tu res a n d fas­

c i n a t i n g i n f o r m a l d iscuss ions . B u t I real ly o n l y r e m e m ­

b e r o n e l e c t u r e f r o m t h a t w e e k , de l ive red b y L e o n a r d 

R e a d . A t o n e p o i n t i n his ta lk h e asked t h a t t h e l ights b e 

t u r n e d off in t h e c l a s s room. I n t h e da rknes s h e s lowly 

t u r n e d u p t h e l igh t o f an e l ec t r i c c a n d l e , a sk ing us t o 

n o t i c e h o w all eyes w e r e d r a w n t o it , h o w e v e r d i m . As 

t h e c a n d l e b r i g h t e n e d h e p o i n t e d o u t t h a t m o r e a n d 

m o r e o f t h e da rknes s was p u s h e d away, e n a b l i n g us t o 

see t h e r o o m m o r e clearly. 

The Light of Liberty 

I f e a c h o f us l e a r n e d m o r e a b o u t l iber ty , w e w o u l d 

b e c o m e ever b r i g h t e r l ights in t h e s u r r o u n d i n g c o l ­

lect ivis t da rknes s . O u r i nd iv idua l ly g r o w i n g e n l i g h t e n ­

m e n t t h r o u g h s e l f - e d u c a t i o n a n d s e l f - i m p r o v e m e n t 

w o u l d s lowly b u t sure ly d r a w o t h e r s t o us w h o m i g h t 

also l e a r n t h e i m p o r t a n c e o f f r e e d o m . T h r o u g h this 

p rocess m o r e a n d m o r e h u m a n l ights o f f r e e d o m w o u l d 

spark le in t h e d a r k u n t i l finally t h e r e w o u l d b e e n o u g h 

o f us t o g u i d e t h e w a y for o t h e r s so tha t l i b e r t y w o u l d 

o n c e again t r i u m p h . 

C e n t r a l t o R e a d ' s p h i l o s o p h y a n d FEE 's m i s s i o n is 

this c o m m i t m e n t t o first p r i n c i p l e s as t h e A r c h i m e d e a n 

p o i n t f r o m w h i c h t h e log ic o f l i be r ty flows. As R e a d 

e x p l a i n e d in his b o o k Anything That's Peaceful ( 1964) : 

" I m e a n let a n y o n e d o a n y t h i n g t h a t h e pleases that 's 

peacefu l a n d crea t ive ; let t h e r e b e n o o r g a n i z e d res t ra in t 

against a n y t h i n g b u t f raud, v i o l e n c e , m i s r e p r e s e n t a t i o n , 

p r e d a t i o n ; let a n y o n e de l iver t h e ma i l , o r e d u c a t e , o r 

p r e a c h his r e l i g ion o r w h a t e v e r , so l o n g as it's peacefu l . 

L i m i t society 's a g e n c y o f o r g a n i z e d f o r c e — g o v e r n ­

m e n t — t o j u r i d i c a l a n d p o l i c i n g f u n c t i o n s . . . . Le t t h e 

g o v e r n m e n t d o this , a n d leave all else t o t h e free, u n f e t ­

t e r e d m a r k e t ! " 

A t F E E w e w o r k to s h o w t h e h a r m g o v e r n m e n t d o e s 

w h e n it goes b e y o n d this task a n d t o sugges t t h e i n n o ­

vat ive ways free m e n can solve t h e social p r o b l e m s tha t 

are e x p l o i t e d t o r a t iona l i ze g o v e r n m e n t c o n t r o l . 

F E E ' s r o l e for s ix d e c a d e s , i n o t h e r w o r d s , has b e e n 

t o p r e s e n t t h e v i s i o n o f a n d t h e a r g u m e n t s for t h e 

t r u l y free soc ie ty . A n d w i t h y o u r h e l p it w i l l r e m a i n 

o u r d e d i c a t e d task t o d o so i n t h e yea rs a h e a d so w e 

m a y f inal ly b r i n g a b o u t a w o r l d o f l i b e r t y a n d p r o s ­

p e r i t y for all. @ 
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I n N o v e m b e r a federal appeals c o u r t r e jec ted a 

c h a l l e n g e t o a s c h o o l - d i s t r i c t su rvey o f e l e m e n t a r y -

s c h o o l s t u d e n t s tha t c o n t a i n e d p r i v a c y - i n v a d i n g , 

sexual ly expl ic i t ques t i ons . T h e P a l m d a l e S c h o o l D i s t r i c t 

i n Los A n g e l e s C o u n t y h a d c o n d u c t e d t h e su rvey o f c h i l ­

d r e n 7 t o 10 years o ld . T h e i r pa ren t s w e r e t o ld t h e y c o u l d 

o p t o u t , b u t t h e y w e r e left in t h e da rk a b o u t t h e c o n t e n t . 

A c c o r d i n g to t h e n o t i c e pa ren t s r ece ived , t h e su rvey 

a i m e d t o "es tabl ish a c o m m u n i t y base l ine m e a s u r e o f 

ch i ld ren ' s e x p o s u r e to early t r a u m a (for e x a m p l e , v i o ­

l e n c e ) " a n d t o " iden t i fy i n t e r n a l b e h a v i o r s s u c h as a n x i ­

e ty a n d dep re s s ion a n d e x t e r n a l b e h a v i o r s s u c h as 

aggress ion a n d verbal abuse ." It t u r n e d o u t tha t o f t h e 7 9 

q u e s t i o n s asked, t e n re la ted t o t h e ch i ldren ' s t h o u g h t s 

a b o u t sexual m a t t e r s . 

Several pa ren t s w e r e o u t r a g e d , a n d w h e n the i r c o m ­

p la in t t o t h e s c h o o l d is t r ic t was d ismissed, t h e y w e n t i n t o 

federal c o u r t , c l a i m i n g t h e s c h o o l h a d v i o l a t e d t he i r r i g h t 

" t o c o n t r o l t h e u p b r i n g i n g o f t he i r c h i l d r e n by i n t r o ­

d u c i n g t h e m to m a t t e r s o f a n d re la t ing t o s e x " (Fields v. 

Palmdale School District). T h e dis t r ic t a n d appeals c o u r t s 

s ided w i t h t h e s c h o o l dis t r ic t . It was n o t k n o w n if t h e 

pa ren t s w o u l d appea l to t h e S u p r e m e C o u r t . ( T h e s c h o o l 

d is t r ic t has s t o p p e d d o i n g t h e survey.) 

T h e N i n t h C i r c u i t C o u r t o f Appea l s o p i n i o n is 

i n s t ruc t ive for g a u g i n g t h e r e l a t i onsh ip b e t w e e n i n d i v i d ­

ual a n d state in m o d e r n A m e r i c a . U n f o r t u n a t e l y , t h e r u l ­

i n g leaves l i t t le r o o m for o p t i m i s m . 

J u d g e S t e p h e n R e i n h a r d t r e j ec ted t h e p a r e n t s ' p lea o n 

essential ly t w o g r o u n d s : t ha t o n c e pa ren t s c h o o s e a 

s c h o o l for t h e i r c h i l d r e n , t h e y have n o r i g h t t o m i c r o -

m a n a g e it, a n d tha t u n d e r t h e parens patriae d o c t r i n e 

( "pa ren t o f t h e c o u n t r y " ) , t h e g o v e r n m e n t m a y l o o k 

after t h e m e n t a l h e a l t h o f c h i l d r e n . B o t h a r g u m e n t s are 

p e r n i c i o u s . 

T h e first is d e c e p t i v e l y so. O n first g l ance it is r e a s o n ­

able t o h o l d tha t o n c e pa ren t s c h o o s e a s c h o o l , t h e y have 

n o r i g h t t o d i c t a t e w h a t goes o n in t h e c lass room. T h e y 

have n o s u c h r i g h t w i t h a p r iva t e s c h o o l . W h y s h o u l d 

t h e y have it w i t h a g o v e r n m e n t schoo l? T h e j u d g e ' s 

s l e i g h t - o f - h a n d consists in i g n o r i n g tha t pa ren t s d o n o t 
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freely c h o o s e t h e i r ch i ld ren ' s s choo l s . Yes, t h e y m a y o p t 

for p r i v a t e s choo l s o r h o m e s c h o o l i n g ove r t h e g o v e r n ­

m e n t a l t e rna t ive , but they must pay taxes no matter what 

they choose. M o r e o v e r , in t h e 1920s t h e U . S . S u p r e m e 

C o u r t a f f i rmed t h e s ta tes ' p o w e r t o r e g u l a t e p r i v a t e 

schoo l s c o m p r e h e n s i v e l y . 

If a p r i v a t e s c h o o l c o n d u c t e d a sex s u r v e y w i t h o u t 

fully i n f o r m i n g p a r e n t s , t h e m a t t e r c o u l d b e h a n d l e d 

con t rac tua l ly . As a last r e so r t , p a r e n t s c o u l d pu l l t h e i r 

c h i l d r e n o u t a n d c u t t h e s c h o o l off financially. T h e y can ' t 

d o t h a t w i t h t h e g o v e r n m e n t s choo l s . T h u s t h e sys t em is 

r i g g e d in favor o f t h e state. 

J u d g e R e i n h a r d t f u r t h e r d e f e n d e d t h e s c h o o l d i s t r ic t 

b y h o l d i n g , " [ T ] h e q u e s t i o n i n g can also b e jus t i f i ed o n 

t h e basis o f a n a l t e rna t ive state i n t e r e s t — n a m e l y , parens 

patriae. . . . [ T ] h e S c h o o l Dis t r ic t ' s i n t e res t i n t h e m e n t a l 

h e a l t h o f its s t u d e n t s falls w e l l w i t h i n t h e state's a u t h o r ­

i ty as parens patriae. As s u c h , t h e S c h o o l D i s t r i c t m a y 

l e g i t i m a t e l y p lay a ro le in t h e care a n d n u r t u r e o f c h i l ­

d r e n e n t r u s t e d t o t h e m for s c h o o l i n g . " 

T h e parens patriae d o c t r i n e is left ove r f r o m t h e age o f 

a b s o l u t e m o n a r c h y , w h e n t h e k i n g , b e l i e v e d t o b e a 

d e s c e n d a n t o f A d a m , was r e g a r d e d as t h e fa the r o f his 

subjec ts . T h e f a m o u s e x p o n e n t o f t h a t idea , Sir R o b e r t 

F i lmer , w r o t e in Patriarcha or the Natural Power of Kings 

( 1 6 8 0 ) , " I t m a y s e e m a b s u r d t o m a i n t a i n t h a t k i n g s n o w 

are t h e fa thers o f t h e i r p e o p l e , s ince e x p e r i e n c e s h o w s 

t h e con t r a ry . It is t r u e , all k ings b e n o t t h e n a t u r a l p a r ­

en ts o f t h e i r subjec ts , ye t t h e y all e i t h e r are, o r are t o b e 

r e p u t e d , t h e n e x t he i r s t o t h o s e first p r o g e n i t o r s w h o 

w e r e at first t h e n a t u r a l p a r e n t s o f t h e w h o l e p e o p l e , a n d 

in t h e i r r i g h t s u c c e e d t o t h e exerc ise o f s u p r e m e j u r i s ­

d i c t i o n ; a n d s u c h he i r s are n o t o n l y lo rds o f t h e i r o w n 

c h i l d r e n , b u t also o f t h e i r b r e t h r e n , a n d all o t h e r s t h a t 

w e r e sub jec t t o t h e i r fa thers . " 

Parens patriae is o n e o f t h o s e asser t ions b y t h e s tate 

t h a t is a s s u m e d t o b e b i n d i n g , b u t t h a t n o o n e c o n s e n t ­

e d to . C o n s i d e r i n g t h a t t h e g o v e r n m e n t regards i tself as 

t h e u l t i m a t e l a n d l o r d , w e s h o u l d n ' t b e s u r p r i s e d t h a t it 

also sees i tself as t h e u l t i m a t e p a r e n t . T h e A m e r i c a n R e v ­

o l u t i o n was i n d e e d i n c o m p l e t e . 

• • • 

P E R S P E C T I V E : " P a r e n t o f t h e C o u n t r y " 

T h e " h o u s i n g b u b b l e " is m u c h in t h e f inancia l n e w s . 

B u t d o e s th is s t o r y l i n e dis t rac t us f r o m all t h e ways g o v ­

e r n m e n t increases t h e p r i c e o f h o m e s ? R a y m o n d K e a t ­

i n g inves t iga tes . 

T h e ro le o f e n t r e p r e n e u r s h i p is famil iar i n t h e w o r l d 

o f bus iness . Far less a p p r e c i a t e d is its ro le in t h e d e v e l ­

o p m e n t o f m o r a l v i r t u e . D o u g l a s R a s m u s s e n e l abora te s . 

C i t y p l a n n e r s a r o u n d t h e c o u n t r y are inc reas ing ly 

c o m i n g t o be l i eve t h a t o n e o f t h e i r f u n c t i o n s is t o p r o ­

v i d e " f r e e " I n t e r n e t access t o t h e i r r es iden t s . M a x B o r ­

ders s o u n d s a w a r n i n g against this t r e n d . 

T h e h i g h cos t o f m e d i c a l care is a fact o f life t ha t 

e v e r y o n e m u s t c o n t e n d w i t h . T h o s e w h o w o u l d soc ia l ­

ize m e d i c i n e b l a m e t h e p r i v a t e sec tor . B u t as K i r b y 

C u n d i f f s h o w s , t h e faul t lies w i t h i n t e r v e n t i o n i s t 

g o v e r n m e n t . 

I n n o v a t i o n raises l i v ing s t andards , e v e n in m u n d a n e 

p r o d u c t s a n d serv ices . To i l lus t ra te t h e p o i n t , D a n i e l 

H a g e r de sc r ibe s t h e e v o l u t i o n o f t h e h o t e l . 

F r e d e r i c Bast ia t d e s c r i b e d t h e m o d e r n state as a n 

i m a g i n e d d e v i c e b y w h i c h " e v e r y o n e seeks t o live at t h e 

e x p e n s e o f e v e r y o n e else." H a r o l d J o n e s revisits a 

p h i l o s o p h e r w h o saw Bastiat 's p o i n t a c e n t u r y earl ier . 

L a b o r l a w is u n i q u e b e c a u s e it is t h e o n l y l a w u n d e r 

w h i c h s o m e o n e can b e fo rced t o b a r g a i n a n d c o n t r a c t 

w i t h s o m e o n e else. G e o r g e L e e f l o o k s at this l a w in t h e 

c o n t e x t o f un ivers i t i e s a n d professors . 

O u r F E E T i m e l y Classic f r o m 5 0 years a g o is a re f lec­

t i o n o n t h e A m e r i c a n R e v o l u t i o n b y f o r m e r F E E staff 

m e m b e r Ivan Bierly. 

H e r e ' s w h a t o u r c o l u m n i s t s h a v e w h i p p e d u p : 

R i c h a r d E b e l i n g r e c o u n t s t h e h i s t o r y o f F E E o n t h e 

o c c a s i o n o f its 6 0 t h b i r thday . L a w r e n c e R e e d ce lebra tes 

a past S u p r e m e C o u r t . T h o m a s Szasz c o n s i d e r s in f la t ion 

f r o m a n o t h e r ang le . S t e p h e n D a v i e s c o r r e c t s m i s p e r c e p -

t i ons a b o u t t r ade . R u s s e l l R o b e r t s w o n d e r s w h y t h e 

e c o n o m y is always b e i n g t h r e a t e n e d . A n d D a v i d H e n ­

d e r s o n , r e a d i n g o n e w r i t e r ' s case for h i g h e r gaso l ine 

taxes , pa r r i e s , " I t Ju s t A i n ' t S o ! " 

T h e issue's b o o k r e v i e w e r s m e d i t a t e o n " fa i r " t r ade , 

A m e r i c a ' s i n v e n t o r s , g o v e r n m e n t ' s b a n k r u p t s choo l s , a n d 

C iv i l W a r e c o n o m i c s . 

—Sheldon Richman 

srichman@fee.org 
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We Need a Stiff Oil Tax? 
It Just Ain't So! 

B Y DAVID R. H E N D E R S O N 

I n a n a r t ic le last fall in t h e Washington Post, o n e o f m y 

favor i t e e c o n o m i c j o u r n a l i s t s , R o b e r t J. S a m u e l s o n , 

a r g u e d for "a stiff oil t a x " a n d " s t r i c t e r fuel e c o n o m y 

s t a n d a r d s " ( S e p t e m b e r 14, 2 0 0 5 ) . H i s r a t i ona l e for this 

i n c r e a s e d g o v e r n m e n t i n t e r v e n t i o n is tha t " w e are v u l ­

n e r a b l e t o a n y m a j o r c u t o f f o f oi l ." W e can r e d u c e o u r 

vu lne rab i l i ty , h e a rgues , if w e t ax oi l heav i ly a n d r e q u i r e 

a u t o c o m p a n i e s t o inc rease fuel " e f f i c i ency" b y r o u g h l y 

5 0 p e r c e n t . ( T h e r ea son "e f f i c i ency" is in q u o t a t i o n 

m a r k s wi l l b e c lear short ly .) W h a t this c o u n t r y n e e d s , 

w r i t e s S a m u e l s o n , "is $ 4 - a - g a l l o n gaso l ine or , m a y b e , 

$ 5 . " 

It j u s t a in ' t so. To see w h y , w e n e e d to l o o k at t h r e e 

issues in t u r n . First , d o e s v u l n e r a b i l i t y t o h i g h e r w o r l d 

oi l p r i c e s jus t i fy s o m e special ro le for g o v e r n m e n t ? S e c ­

o n d , is it a lways efficient t o use veh ic les t h a t ge t h i g h 

fuel e c o n o m y ? T h i r d , is t h e r e a g o o d case for g o v e r n ­

m e n t r e g u l a t i o n s t h a t r e q u i r e h i g h e r fuel e c o n o m y ? T h e 

answer s : n o , n o , a n d n o . 

First , c o n s i d e r o u r v u l n e r a b i l i t y t o w o r l d oi l p r i c e s . 

S a m u e l s o n is r i g h t t h a t w e are v u l n e r a b l e , b u t any t i m e 

y o u b u y a g o o d , y o u ' r e v u l n e r a b l e t o h i g h e r p r i c e s . If 

supp l i e r s d e c i d e t o s u p p l y less o r b u y e r s d e c i d e t o b u y 

m o r e , t h e p r i c e wi l l typica l ly r ise. H o w d o e s S a m u e l s o n 

ge t f r o m tha t s i m p l e fact t o his c o n c l u s i o n t h a t stiff taxes 

o n oi l are a g o o d idea? H i s r e a s o n i n g s e e m s t o b e t h a t 

w h e n t h e p r i c e s u d d e n l y r ises, w e c o n s u m e r s lose 

w e a l t h , a n d w e c o u l d avo id s o m e o f t hese w e a l t h losses 

if w e d r o v e cars t h a t use less gaso l ine p e r m i l e . T h i s is 

t r u e . B u t w e still h a v e n ' t a r r i v e d at a case for g o v e r n m e n t 

i n t e r v e n t i o n . If S a m u e l s o n gets t h e h i g h e r taxes h e 

w a n t s , a n d if, as h e s e e m s to w i s h , t h e s e taxes last f o r e v ­

er, t h e n w e k n o w w e wi l l pay t h o s e h i g h e r p r i c e s f o r e v ­

e r a n d n o t j u s t occas ional ly . H o w a m I less v u l n e r a b l e by 

p a y i n g $5 a ga l lon forever ins tead o f $2 a ga l lon usual ly 

a n d $ 3 a ga l lon occas ional ly? H i g h gas taxes w o u l d t u r n 

t h e poss ibi l i ty o f an occas iona l c o n s u m e r loss f rom 

inc reased gaso l ine p r i ce s i n t o t h e c e r t a i n t y o f a p e r m a ­

n e n t loss. 

S a m u e l s o n w o u l d p r o b a b l y a r g u e tha t w e ' d b e less 

v u l n e r a b l e b e c a u s e , in r e sponse t o t h e tax , w e w o u l d b u y 

cars tha t use less gaso l ine . It's t r u e tha t w e w o u l d r e s p o n d 

tha t w a y to a stiff tax: E x h i b i t A is t h e m a n y E u r o p e a n 

c o u n t r i e s w h o s e g o v e r n m e n t s i m p o s e t h e stiff taxes t h a t 

S a m u e l s o n w a n t s a n d m o s t o f w h o s e p e o p l e , if t h e y have 

a car at all, have small , h i g h - f u e l - e c o n o m y cars. B u t w h y 

use a t ax t o force us t o tha t p o i n t r a t h e r t h a n l e t t i ng us 

m a k e a c h o i c e ? 

M a y b e S a m u e l s o n w o u l d a r g u e tha t w e d o n ' t take 

a c c o u n t o f fu tu re gaso l ine p r i ces w h e n w e b u y a car. B u t 

t h e n i c e t h i n g a b o u t f r e e d o m is t ha t if w e w a n t t o take 

fu tu re p r i ce s i n t o a c c o u n t , w e can . H o w ? H e r e ' s w h e r e 

t h e m a r k e t c o m e s in . E v e r y day, e x p e r t s e n t e r t h e futures 

m a r k e t for oil a n d b e t mi l l ions o f dol lars o f t he i r o w n 

m o n e y o n t h e i r bes t guesses a b o u t w h a t wi l l h a p p e n to 

t h e p r i c e o f oil in t h e fu ture . A n d t h a n k s t o a n o t h e r m a r ­

k e t — t h e m a r k e t i n i n f o r m a t i o n — i n f o r m a t i o n suppl ie rs 

p r o v i d e t h e latest f u t u r e s - m a r k e t data at l o w cost . In fact, 

t h e w e b s i t e w w w . w s j . c o m / f r e e p rov ides tha t i n f o r m a ­

t i o n free. A n d this i n f o r m a t i o n can h e l p y o u d e c i d e 

w h e t h e r b u y i n g a h i g h - f u e l - e c o n o m y h y b r i d is w o r t h 

it. 
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T h a t b r i n g s us t o t h e s e c o n d q u e s t i o n : is it efficient 

t o b u y a h i g h - f u e l - e c o n o m y car? S a m u e l s o n h i m s e l f 

admi t s t h a t h y b r i d s are p r i c e d $3 ,000—$4,000 m o r e t h a n 

c o n v e n t i o n a l cars. T h i s m e a n s t h a t w h e n y o u b u y a 

h y b r i d , y o u ' r e t r a d i n g off a h i g h e r u p - f r o n t p r i c e agains t 

a s t r e a m o f savings o n fuel. If y o u use y o u r car a lo t , 

especia l ly for i n - t o w n d r i v i n g , w h e r e h y b r i d s ' a d v a n t a g e 

is g rea tes t , it m a y pay. If y o u use y o u r car a li t t le a n d 

m u c h o f t h a t l i t t le is for l o n g - d i s t a n c e d r i v i n g , it w o n ' t 

pay. Say, for e x a m p l e , t h a t y o u e x p e c t gaso l ine p r i c e s t o 

r e m a i n at $ 3 for t h e t e n - y e a r l i fe t ime o f a car. I m a g i n e 

y o u ' r e c o m p a r i n g a c o n v e n t i o n a l car t ha t averages 2 5 

m p g w i t h a h y b r i d t h a t gets 4 0 m p g a n d t h a t y o u d r i v e 

1 2 , 0 0 0 mi le s a year . W i t h a c o n v e n t i o n a l car, y o u w o u l d 

b u y 4 8 0 ga l lons a year , for an a n n u a l e x p e n d i t u r e o f 

$ 1 , 4 4 0 . W i t h a h y b r i d , y o u w o u l d b u y 3 0 0 ga l lons a year , 

for an a n n u a l e x p e n d i t u r e o f $ 9 0 0 . S o y o u w o u l d save 

$ 5 4 0 a year . U s i n g a real i n t e res t r a t e o f 4 p e r c e n t , t h e 

p r e s e n t va lue o f this sav ing w o u l d b e $ 4 , 3 7 9 , w h i c h o u t ­

w e i g h s t h e ex t ra $ 3 , 0 0 0 - $ 4 , 0 0 0 u p f ront . B u t n o t e t h a t 

it ba re ly o u t w e i g h s a $ 4 , 0 0 0 i n c r e m e n t in p r i c e . B u y i n g 

a h y b r i d is, t h e r e fo r e , a g o o d deal , n o t a g rea t deal , for 

this h y p o t h e t i c a l d r iver . I f this p e r s o n d r o v e o n l y 8 , 0 0 0 

mi les a year , a n d if gaso l ine p r i c e s a v e r a g e d $ 2 . 5 0 a ga l ­

l o n , h e w o u l d save o n l y 120 ga l lons a year , o r $ 3 0 0 . A t 

a n in te res t ra te o f 4 p e r c e n t , this p e r s o n , o r t h e p e r s o n 

h e reso ld it to , w o u l d h a v e t o ge t 12 years o f s e rv i ce o u t 

o f t h e car t o offset e v e n an ex t r a $ 3 , 0 0 0 u p f ront . I n 

s h o r t , w h e t h e r it's efficient t o b u y s u c h a car d e p e n d s o n 

fu tu re gaso l ine p r i c e s , t h e p e r s o n ' s d r i v i n g p a t t e r n , a n d 

mi les d r i v e n . N o g e n e r a l s t a t e m e n t c a n b e m a d e tha t a 

h i g h - f u e l - e c o n o m y car is necessa r i ly efficient . It's effi­

c i e n t o n l y if t h e i n c r e m e n t a l cost is less t h a n t h e sav ing 

in fuel e x p e n d i t u r e s , a n d , i n m a n y cases it w o n ' t b e . 

Government Standards 

Th i rd , the re ' s n o g o o d case for g o v e r n m e n t i m p o s i ­

t i o n o f f u e l - e c o n o m y s tandards . Let 's t ake a t r i p 

IT J U S T A I N ' T S O ! : W e N e e d a S t i f f O i l T a x ? 

d o w n m e m o r y l ane . F u e l - e c o n o m y s t anda rds w e r e 

i m p o s e d d u r i n g P r e s i d e n t Ford ' s a d m i n i s t r a t i o n a n d 

t i g h t e n e d d u r i n g P r e s i d e n t Ca r t e r ' s b e c a u s e p r i c e c o n ­

trols o n oil a n d gaso l ine , w h i c h P r e s i d e n t N i x o n h a d i n i ­

t i a ted , k e p t p r i ce s f rom r i s ing t o w o r l d l e v e l s . T h e results 

o f p r i c e c o n t r o l s w e r e p r e d i c t a b l e : s h o r t a g e s , l ines , a n d 

wasteful uses o f gaso l ine by t h o s e l u c k y e n o u g h to ge t 

it. A l t h o u g h C a r t e r finally p u s h e d successfully for a bill 

t o p h a s e o u t t h e p r i c e c o n t r o l s , t h e d a m a g e was d o n e . 

T h e g o v e r n m e n t k e p t gaso l ine artificially c h e a p a n d 

t h e n h a d t h e gall t o accuse us o f b e i n g " e n e r g y pigs ." 

T h u s t h e p l e t h o r a o f g o v e r n m e n t c o n t r o l s t o res t ra in 

o u r usage . W h i l e P r e s i d e n t R e a g a n e l i m i n a t e d m a n y o f 

t h e s e c o n t r o l s , o n e tha t r e m a i n s is t h e f u e l - e c o n o m y 

s tandards . T h i s is t h e s t o r y o f m o s t g o v e r n m e n t r e g u l a ­

t i o n , as I lay o u t in m y b o o k The Joy of Freedom: An Econ­

omist's Odyssey. T h e g o v e r n m e n t i m p o s e s a r e g u l a t i o n 

tha t c rea tes a crisis, a n d t h e n r e s p o n d s t o this crisis b y 

c r e a t i n g m o r e r e g u l a t i o n . T h e n , e v e n if it e l i m i n a t e s t h e 

first r e g u l a t i o n , it o f t en k e e p s t h e s e c o n d . 

Finally, e v e n if w e g r a n t , w h i c h I d o n ' t , t h a t there ' s a 

case for a h i g h e r t ax o n gaso l ine , it d o e s n ' t fo l low tha t 

there ' s a case for c o m p u l s o r y f u e l - e c o n o m y s tandards . 

Ins tead , p e o p l e c a n r e s p o n d t o t h e t ax b y c h o o s i n g t h e 

level o f fuel e c o n o m y a p p r o p r i a t e for t h e i r c i r c u m ­

s tances . As B r o o k i n g s I n s t i t u t i o n e c o n o m i s t R o b e r t W. 

C r a n d a l l p o i n t s o u t , t h e m a n d a t e d f u e l - e c o n o m y r e g i m e 

c o m e s d o w n l ike a h a m m e r o n t h e n e w e s t veh ic les , 

w h i c h , i ronical ly, have t h e h i g h e s t fuel e c o n o m y , a n d 

d o e s n o t h i n g t o inc rease fuel e c o n o m y for t h e u s e d 

veh ic les a l ready o u t t h e r e . 

S a m u e l s o n w r i t e s : " A t t i m e s , i n d i v i d u a l f r e e d o m m u s t 

b e c o m p r o m i s e d t o i m p r o v e co l l ec t ive secur i ty ." E v e n if 

y o u be l i eve tha t , it d o e s n ' t app ly in this case. H i g h e r 

taxes o n gaso l ine a n d oi l a n d c o m p u l s o r y f u e l - e c o n o m y 

s tandards " c o m p r o m i s e " i n d i v i d u a l f r e e d o m w i t h n o 

i m p r o v e m e n t in secur i ty . R a t h e r , t h e y r e d u c e o u r f ree ­

d o m a n d des t roy o u r w e a l t h . T h a t ' s a b a d tradeoff . @ 
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The Neglected Factor in the Housing "Bubble" 

BY R A Y M O N D J . K E A T I N G 

I s t h e r e a h o u s i n g " b u b b l e " ? 

D e b a t e has swi r l ed r e c e n t l y a r o u n d this q u e s t i o n . 

B u t o n e fac tor b e h i n d i n c r e a s e d p r i c e s in t h e h o u s ­

i n g m a r k e t s e e m s to b e f r equen t l y left o u t o f t h e d e b a t e 

o r o n l y m e n t i o n e d in p a s s i n g — g o v e r n m e n t . 

T h e n - F e d e r a l R e s e r v e C h a i r m a n A l a n G r e e n s p a n 

p r o c l a i m e d last M a y 2 0 t h a t t h e na t ion ' s h o u s i n g m a r k e t 

was "frothy." H e also said t h a t "it 's h a r d n o t t o see tha t 

t h e r e are a l o t o f loca l b u b b l e s . " H o w e v e r , h e d e c l a r e d 

t h a t " w e d o n ' t p e r c e i v e t h a t t h e r e is a n a t i o n a l b u b b l e . " 

I 've n e v e r p u t m u c h s tock in " b u b b l e " talk. After all, 

o n e o f t h e g rea t benef i t s o f p r i va t e m a r k e t s ove r g o v ­

e r n m e n t is t h a t m a r k e t s are s e l f - co r r ec t i ng . W h e n m i s ­

takes are m a d e in t h e p r i v a t e sec tor , p r i c e s a n d profits 

adjust a n d r e sou rce s are r ea l l oca t ed accord ing ly . T h i s , o f 

c o u r s e , s tands in s tark c o n t r a s t t o g o v e r n m e n t , w h i c h 

usual ly subs id izes fai lure. S o m e t i m e s m a r k e t c o r r e c t i o n 

h a p p e n s gradual ly , o t h e r t i m e s a b i t m o r e s u d d e n l y 

w h e n n e w i n f o r m a t i o n b e c o m e s avai lab le . O f t e n , 

t h o u g h , w h e n a subs tan t ia l c h a n g e o c c u r s in t h e m a r k e t , 

pa r t i cu l a r l y a n e g a t i v e o n e , t h e p o t e n t i a l ro le o f g o v e r n ­

m e n t m u s t b e e x p l o r e d . 

In fact, g o v e r n m e n t is p l a y i n g a p a r t in d r i v i n g u p 

h o u s i n g p r i c e s in m a n y loca l m a r k e t s . A n d t h e n a t u r e o f 

th is g o v e r n m e n t a c t i o n raises q u e s t i o n s a b o u t t h e effect 

b e i n g a " b u b b l e " o r s o m e t h i n g far m o r e sus ta inable . 

W h a t are t h e reasons b e i n g d iscussed a n d d e b a t e d 

a b o u t r e c e n t increases i n h o u s i n g pr ices? O n e is m o n e ­

t a ry pol icy . S o m e w o n d e r if t h e p o l i c y is t o o l oose a n d 

spi l l ing o v e r i n t o a h o u s i n g " b u b b l e . " O t h e r s s imp ly n o t e 

t h a t in t e res t ra tes h a v e gene ra l l y b e e n fal l ing for s o m e 

t i m e , i n c l u d i n g a r a t h e r d r a m a t i c sl ide s t a r t i ng f rom late 

2 0 0 0 t o t h e m i d d l e o f 2 0 0 3 . E v e n after r e c e n t increases , 

i n t e r e s t rates are still at d r a m a t i c l o w s w h e n v i e w e d ove r 

t h e past fou r d e c a d e s . T h i s o b v i o u s l y has b e e n a pos i t ive 

d e v e l o p m e n t for t h e h o u s i n g m a r k e t . 

O t h e r factors w e r e c o r r e c t l y iden t i f i ed b y B r i a n W e s -

b u r y in his M a y 31 o p - e d in t h e Wall Street Journal ( "Mr . 

G r e e n s p a n ' s C a p p u c c i n o " ) . T h e y i n c l u d e d a n increase in 

t h e o l d e r p o p u l a t i o n tha t has h i g h e r rates o f h o m e o w n -

ersh ip , a n d federal tax t r e a t m e n t o f h o u s i n g ( i n c l u d i n g 

t h e d e d u c t i b i l i t y o f m o r t g a g e in te res t a n d p r o p e r t y 

taxes, a n d favorable capital gains tax t r e a t m e n t ) . 

H o w e v e r , a nega t ive fac tor o n t h e supp ly side is d r i v ­

i n g u p h o m e p r i ce s in m a n y m a r k e t s , namely , g o v e r n ­

m e n t c r e a t i o n o f scarcity. T h a t is, g o v e r n m e n t s of ten 

aggressively p u r s u e pol ic ies tha t l imi t t h e supp ly o f 

h o u s i n g . S u c h po l ic ies , w h e t h e r i n t e n d e d to d o so o r 

n o t , resul t i n m u c h h i g h e r p r i ce s . 

In t h e Wall Street Journal o n M a y 2 6 , e c o n o m i s t 

T h o m a s Sowel l w a r n e d a b o u t t h e p o t e n t i a l ills o f i n t e r ­

e s t - o n l y m o r t g a g e s . T h a t ' s w o r t h c o n t e m p l a t i n g . B u t 

e v e n m o r e te l l ing was o n e p a r a g r a p h a b o u t w h y h o u s ­

i n g was so e x p e n s i v e in t h e San F ranc i sco Bay area. H e 

w r o t e : " I t is t h e l a n d — a n d t h e h i g h p r i c e o f t h e l and is 

d u e t o severe res t r i c t ions o n b u i l d i n g a n y t h i n g o n it. 

B e f o r e t h o s e l and use r e s t r i c t i o n s — ' o p e n space ' laws, 

p l a n n i n g c o m m i s s i o n r e q u i r e m e n t s a n d e n v i r o n m e n t a l 

r e g u l a t i o n s — b e c a m e severe d u r i n g t h e 1970s , Ca l i fo rn ia 

h o u s i n g p r i ce s w e r e v e r y m u c h l ike t h o s e e l s e w h e r e in 

t h e c o u n t r y . S ince t h e n , Ca l i fo rn ia h o u s i n g p r i ce s have 

b e e n s o m e m u l t i p l e o f t h e n a t i o n a l average. N o w h e r e is 

this m o r e t r u e t h a n in t h e San F ranc i sco Bay area." 

I n d e e d , t h e area r a n k e d as t h e m o s t expens ive for h o m e s , 

Contributing editor Raymond Keating (rjknewsday@aol.com) is chief 
economist for the Small Business & Entrcprencurship Council, a columnist 
with Newsday, and editor and economist for the Supply-Side Investment 
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T h e N e g l e c t e d F a c t o r i n t h e H o u s i n g " B u b b l e 

at $ 6 9 8 , 2 0 0 , a c c o r d i n g t o a B l o o m b e r g r e p o r t o n M a y 

2 0 . B u t it is n o t a l o n e in h a v i n g g o v e r n m e n t r e s t r i c t ions 

p u s h i n g p r i c e s h i g h e r . 

In fact, g o v e r n m e n t r e g u l a t i o n , r e s t r i c t i ons , fees, a n d 

o t h e r b a r r i e r s d r i v i n g h o u s i n g costs h i g h e r e v e n h a v e 

b e e n r e c o g n i z e d b y t h e U . S . D e p a r t m e n t o f H o u s i n g 

a n d U r b a n D e v e l o p m e n t ( H U D ) . H U D has d o n e t w o 

s tudies m a k i n g this p o i n t . I n 1 9 9 1 its p u b l i c a t i o n " ' N o t 

I n M y B a c k Yard ' : R e m o v i n g B a r r i e r s t o Affordable 

H o u s i n g " e x p l a i n e d : " M i l l i o n s o f A m e r i c a n s are b e i n g 

p r i c e d o u t o f b u y i n g o r r e n t i n g t h e k i n d o f h o u s i n g t h e y 

o t h e r w i s e c o u l d afford w e r e it n o t for a w e b o f g o v e r n ­

m e n t r e g u l a t i o n s , " i n c l u d i n g "a m a z e o f Fede ra l , S ta te , 

a n d loca l c o d e s , p rocesses , a n d c o n t r o l s . " A m o n g t h e 

m a n y c o n t r o l s n o t e d w e r e u p z o n i n g , e x c l u s i o n o f 

m u l t i f a m i l y h o u s i n g , r e q u i r i n g d e v e l o p e r s t o a d d a m e n i ­

ties a n d pay l a rge r fees, s l o w a n d b u r d e n s o m e p e r m i t ­

t i ng , p r o h i b i t i o n s o n accesso ry a p a r t m e n t s , b u i l d i n g 

c o d e s t h a t p r o h i b i t r e h a b i l i t a t i o n o f ex i s t i ng b u i l d i n g s , 

r e n t c o n t r o l , r e s t r i c t i ons o n m a n u f a c t u r e d h o u s i n g , a n d 

e n v i r o n m e n t a l r e g u l a t i o n s . 

HOUSING 
BUBBLE 
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T h e s to ry hasn ' t c h a n g e d , as re f lec ted in t h e F e b r u ­

a ry 2 0 0 5 H U D r e p o r t , ' " W h y N o t in O u r C o m m u n i ­

t y ? ' R e m o v i n g H o u s i n g B a r r i e r s t o A f f o r d a b l e 

H o u s i n g . " T h a t r e p o r t n o t e d : " W h i l e r e g u l a t o r y b a r r i e r s 

are n o t t h e o n l y fac tors r e spons ib l e for i n c r e a s i n g h o u s ­

i n g costs , t h e y are m a j o r fac tors ." It h i g h l i g h t e d i n c r e a s e d 

c o m p l e x i t y o f e n v i r o n m e n t a l r e g u l a t i o n , u s i n g " s m a r t 

g r o w t h " r h e t o r i c t o res t r i c t g r o w t h a n d d e v e l o p m e n t , 

c o n t i n u e d r a m p a n t N I M B Y i s m ( N o t I n M y B a c k Yard) , 

i m p a c t - f e e e x p a n s i o n , b u i l d i n g - c o d e b a r r i e r s , a n d o b s t a ­

cles t o r e h a b i l i t a t i o n a n d d e v e l o p m e n t in u r b a n areas. 

T h e F e b r u a r y r e p o r t c o n c l u d e d : " R e m o v i n g afford­

able h o u s i n g b a r r i e r s c o u l d r e d u c e d e v e l o p m e n t costs b y 

u p to 3 5 p e r c e n t . " T h a t n u m b e r is n o t p u l l e d o u t o f t h i n 

air, w i t h 13 different e c o n o m e t r i c s tud ies c i t e d t h a t 

p o i n t t o t h e subs tan t ia l costs inf l ic ted o n h o u s i n g d u e t o 

g o v e r n m e n t r e g u l a t i o n . A n d t h a t list was n o t exhaus t ive . 

N o t e t h e f o l l o w i n g f ind ings , for e x a m p l e : 

• A n A p r i l 2 0 0 4 s t u d y — " R e g u l a t i o n s a n d H o u s i n g 

D e v e l o p m e n t : W h a t W e K n o w a n d W h a t W e N e e d to 

K n o w " — b y M i c h a e l H . Scho l l at N e w Y o r k U n i v e r -

sity c o n c l u d e d : " E x i s t i n g r e sea rch sugges ts t ha t a 

\ ^ w i d e r a n g e o f federa l , s tate a n d loca l r e g u l a -

\ ^ t i ons , i n c l u d i n g b u i l d i n g c o d e s , e n v i r o n ­

m e n t a l laws, l a n d use r e g u l a t i o n s , i m p a c t 

fees, as w e l l as t h e g o v e r n m e n t p r o c e ­

d u r e s t o a d m i n i s t e r t h e s e r e g u l a t i o n s , 

r e d u c e t h e s u p p l y o f h o u s i n g a n d g e n ­

e ra te subs tan t ia l costs ." 

• A D e c e m b e r 2 0 0 4 s t u d y — " R e g ­

u l a t i o n a n d t h e H i g h C o s t o f H o u s i n g 

in C a l i f o r n i a " — b y J o h n M . Q u i g l e y 

a n d S t even R a p h a e l at t h e U n i v e r s i t y o f 

C a l i f o r n i a - B e r k e l e y , a n a l y z e d " t h e effect 

o f r egu l a t i ons g o v e r n i n g l a n d use a n d r e s ­

iden t i a l c o n s t r u c t i o n u p o n t h e c o u r s e o f 

h o u s i n g p r i c e s in Ca l i fo rn i a . " T h e y f o u n d 

t h a t " c u r r e n t r e g u l a t i o n s have p o w e r f u l effects 

o n h o u s i n g o u t c o m e s , " i n c l u d i n g m a k i n g r en ta l 

a n d o w n e r - o c c u p i e d h o u s i n g m o r e e x p e n s i v e a n d 

r e d u c i n g t h e h o u s i n g s tock . A t o n e p o i n t , t h e a u t h o r s 

o b s e r v e d : " H o u s i n g p r i c e s a n d r en ta l rates are r o u g h l y 

3 0 t o 5 0 p e r c e n t h i g h e r in t h e m o s t r e g u l a t e d ci t ies r e l ­

at ive t o t h e least r e g u l a t e d ci t ies ." 
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R a y m o n d J . K e a t i n g 

• I n a D e c e m b e r 2 0 0 4 s t u d y — " W h y H a v e H o u s i n g 

P r i c e s G o n e U p ? " — E d w a r d L. Glaese r o f H a r v a r d U n i ­

vers i ty a n d t h e N a t i o n a l B u r e a u E c o n o m i c R e s e a r c h , 

J o s e p h G y o u r k o o f t h e U n i v e r s i t y o f Pennsy lvan i a , a n d 

R a v e n E . Saks, also o f H a r v a r d , h i t o n t h e c ruc ia l p o i n t : 

" I n s u m , t h e e v i d e n c e p o i n t s t o w a r d a m a n - m a d e scarc i ­

ty o f h o u s i n g in t h e sense t h a t t h e h o u s i n g s u p p l y has 

b e e n c o n s t r a i n e d b y g o v e r n m e n t r e g u l a t i o n as o p p o s e d 

t o f u n d a m e n t a l g e o g r a p h i c l i m i t a t i o n s . T h e g r o w i n g d i s ­

p e r s i o n o f h o u s i n g p r i c e s relat ive t o c o n s t r u c t i o n costs 

sugges ts t ha t t h e s e r e g u l a t i o n s have sp read i n t o a l a rger 

n u m b e r o f loca l m a r k e t s ove r t i m e . " 

Things Are Worse 

Be t w e e n t h e 1991 a n d 2 0 0 5 H U D r e p o r t s t h e s i tua ­

t i o n g o t m u c h w o r s e . T h e b a d po l ic ies n o t e d in 

1 9 9 1 h a v e o n l y b e e n e x p a n d e d in s c o p e , strategy, a n d 

g e o g r a p h y . P o n d e r tha t , as R o n a l d U t t n o t e d in a 

N o v e m b e r 8, 2 0 0 2 , r e p o r t ( " R e v i e w o f H U D ' s 1 9 9 1 

R e p o r t : N o t In M y B a c k Yard: R e m o v i n g B a r r i e r s t o 

Af fordab le H o u s i n g " ) , m o s t r e g u l a t o r y b a r r i e r s t o h o u s ­

i n g are p r o m u l g a t e d b y r o u g h l y 3 9 , 0 0 0 loca l g o v e r n ­

m e n t s across t h e n a t i o n . G e t t i n g an exac t h a n d l e o n 

t h e s e r e g u l a t o r y costs is n o t easy, b u t t h e g e n e r a l d i r e c ­

t i o n a n d effects are u n m i s t a k a b l e . 

U t t a r g u e d , " b a s e d o n o v e r w h e l m i n g a n e c d o t a l e v i ­

d e n c e f rom a r o u n d t h e c o u n t r y , t h a t s u c h b a r r i e r s are 

b e i n g e r e c t e d at an a c c e l e r a t i n g pace , t ha t m u l t i p l e b a r ­

r i e r s exist i n m a n y c o m m u n i t i e s , a n d tha t ove r t i m e 

m a n y o f t h e ex i s t i ng b a r r i e r s are m a d e m o r e severe 

w h e n t h e ini t ia l i m p l e m e n t a t i o n fails t o s low g r o w t h t o 

t h e d e g r e e h o p e d , o r as c o m m u n i t y p r e f e r ences against 

g r o w t h c h a n g e . " 

U t t also h i g h l i g h t e d t h a t c i t i zen efforts t o i m p o s e 

l a n d - u s e r e s t r i c t i ons have e x p a n d e d " w i t h o u t r e c e n t 

p r e c e d e n t , " a d d i n g t h a t this is " n o t easy t o exp la in . " B u t 

actually, it is. In a s p e e c h at M I T in O c t o b e r 2 0 0 2 , 

A n t h o n y D o w n s o f t h e B r o o k i n g s I n s t i t u t i o n c o g e n t l y 

a r g u e d : " I be l i eve a m a j o r i t y o f s u b u r b a n g o v e r n m e n t s 

de l ibe ra t e ly pass r egu la t i ons a i m e d at m a i n t a i n i n g o r 

ra i s ing h o u s i n g p r i c e s w i t h i n t h e i r j u r i s d i c t i o n s b e c a u s e 

t h e y are pol i t ica l ly d o m i n a t e d by h o m e o w n e r s , w h o 

w a n t t o m a x i m i z e t h e m a r k e t values o f t h e i r h o m e s . . . . 

S ince t h e i r h o m e s are t h e i r m a j o r f inancial assets, t h e y 

p ressure t h e i r g o v e r n m e n t s to o p p o s e c o s t - r e d u c i n g 

c h a n g e s in r egu la t ions . . . . T h e r e f o r e , as l o n g as w e leave 

full r e g u l a t o r y p o w e r over h o u s i n g p l a n n i n g a n d c o n ­

s t r u c t i o n in t h e h a n d s o f local g o v e r n m e n t s , t h e r e is n o 

realistic c h a n c e tha t h o u s i n g costs can b e r e d u c e d by 

c h a n g i n g r egu la t i ons tha t increase t h o s e costs ." 

T h e 1 9 9 1 H U D r e p o r t also n o t e d th is l o c a l -

i n c e n t i v e fac tor a n d u r g e d states t o b e c o m e m o r e 

invo lved . S ince t h e n , v a r i o u s states have d o n e so, a n d 

t h e i r po l ic ies , for t h e m o s t pa r t , have o n l y r e in fo rced 

local efforts t o l imi t g r o w t h a n d b u i l d i n g . G o v e r n m e n t 

t u r n s o u t t o b e a p r o b l e m at all levels. 

All o f this p o i n t s n o t so m u c h to a l o o m i n g " b u b b l e " 

in h o u s i n g , b u t a p e r v e r s e r e g u l a t o r y p u s h , o r at least 

floor, o n p r i ce s . H o u s i n g wi l l c o n t i n u e t o react a c c o r d ­

i n g t o e c o n o m i c c o n d i t i o n s , i n c l u d i n g e c o n o m i c 

g r o w t h , i n c o m e levels a n d g r o w t h , a n d in te res t rates, 

for e x a m p l e . B u t this aggressive a n d e x p a n d i n g effort l ed 

by g o v e r n m e n t t o res t r ic t t h e a m o u n t o f h o u s i n g c a n n o t 

b e i g n o r e d . T h o s e r e g u l a t o r y res t r i c t ions p u s h costs 

h i g h e r a n d res t r ic t t h e marke t ' s abi l i ty t o r e s p o n d t o 

p r i c e signals. 

It's difficult t o i m a g i n e this r e g u l a t o r y f loor b e i n g 

r e m o v e d c o m p l e t e l y b e c a u s e it w o u l d r e q u i r e a f u n d a ­

m e n t a l shift in ph i lo sophy . In r e c e n t decades , a d r a m a t i c 

inc rease in an e n t i t l e m e n t / a c t i v i s t v i e w o f g o v e r n m e n t 

has c o m b i n e d w i t h an e r o s i o n o f p r o p e r t y r igh t s . T h a t 

has led t o these vastly e n h a n c e d b a r r i e r s i m p o s e d by 

state a n d local g o v e r n m e n t t o s low o r s top t h e e x p a n ­

s ion o f h o u s i n g in va r i ous par t s o f t h e n a t i o n . A n d I ' m 

sad t o say, it s eems tha t this p h e n o m e n o n o n l y p romise s 

t o spread . ( § | 
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Ab o u t 4 0 years a g o I l e a r n e d t h e f o l l o w i n g p o e m . 

It exempl i f i es a m o r a l a n d cu l t u r a l a t t i t u d e 

a b o u t n o t o n l y e n t r e p r e n e u r s h i p , b u t also t h e 

m o r a l p u r p o s e o f h u m a n life itself. W r i t t e n b y D e a n 

Al fange , it is k n o w n s i m p l y as " M y C r e e d " : 

I d o n o t c h o o s e t o b e a c o m m o n m a n . 

It is m y r i g h t t o b e u n c o m m o n — i f I c an . 

I seek o p p o r t u n i t y — n o t secur i ty . 

I d o n o t w i s h t o b e a k e p t c i t i zen , 

H u m b l e d a n d d u l l e d by h a v i n g t h e s tate l o o k after m e . 

I w a n t t o t ake t h e ca l cu l a t ed r isk , 

T o d r e a m a n d t o b u i l d , t o fail a n d t o s u c c e e d . 

I refuse t o b a r t e r i n c e n t i v e for a d o l e . 

I p re fe r t h e cha l l enges o f life t o t h e g u a r a n t e e d 

ex i s t ence , 

T h e th r i l l o f fu l f i l lment t o t h e stale c a l m o f Utopia. 

I wi l l n o t t r a d e f r e e d o m for b e n e f i c e n c e 

O r m y d i g n i t y for a h a n d o u t . 

I w i l l n e v e r c o w e r b e f o r e a n y m a s t e r 

n o r b e n d t o a n y th rea t . 

It is m y h e r i t a g e t o s t and e rec t , p r o u d , 

A n d unaf ra id , t o t h i n k a n d act for myself, 

E n j o y t h e benef i t s o f m y c r e a t i o n s 

A n d t o face t h e w o r l d b o l d l y a n d say, this I have d o n e . 

Al l th is is w h a t it m e a n s t o b e a n A m e r i c a n . 

I s e r ious ly d o u b t t h a t this m o r a l a n d cu l tu ra l a t t i t u d e 

is p r e v a l e n t i n t h e U n i t e d States today. Possibly, it was 

n o t e v e n so p r e v a l e n t w h e n I first l e a r n e d t h e s e l ines . 

B u t I c e r t a i n l y t h i n k it was p r e v a l e n t at s o m e t i m e in t h e 

past in t h e U n i t e d Sta tes . H o w e v e r , p u t t i n g as ide 

w h e t h e r a n d to w h a t e x t e n t s u c h a m o r a l a n d cu l tu ra l 

a t t i t u d e is o r was ever t r u l y p r e s e n t i n t h e U n i t e d States , 

a n d also p u t t i n g aside, at least for t h e m o m e n t , w h a t if 

a n y t h i n g th is p o e m has t o d o w i t h t h e U n i t e d States , I 

w o u l d l ike t o focus o n s o m e basic t r u t h s t h a t s e e m t o b e 

exp re s sed in , i m p l i e d by, o r at least s u g g e s t e d b y this 

c r e e d . 

1. T h e u l t i m a t e s o u r c e o f w e a l t h — b o t h e c o n o m i c a l ­

ly and m o r a l l y — i s f o u n d i n t h e h u m a n in te l l ec t . N e i t h e r 

t h e e c o n o m i c capi ta l for m a t e r i a l p r o s p e r i t y n o r t h e 

m o r a l capi ta l for h u m a n f l o u r i s h i n g can exist w i t h o u t 

t h e h u m a n m i n d d i s c o v e r i n g a n d m a k i n g ac tua l t h e 

po t en t i a l i t i e s t h a t n a t u r e in g e n e r a l a n d h u m a n n a t u r e in 

p a r t i c u l a r p r o v i d e . W i t h o u t t h e exerc ise o f t h e h u m a n 

in te l l ec t , n o w e a l t h o f any f o r m c a n ac tua l ly exist . 

2 . T h e in t e l l ec tua l i n s igh t t h a t is neces sa ry for an 

e n t r e p r e n e u r to see a n o p p o r t u n i t y for prof i t a n d c rea te 

w e a l t h is t h e s a m e ins igh t t h a t is n e e d e d for a n i n d i v i d ­

ua l t o p u t t o g e t h e r a life i n w h i c h final g o o d s a n d v i r t u e s 

are d i scove red , a c h i e v e d , m a i n t a i n e d , a n d a p p r o p r i a t e l y 

en joyed . 

3 . T h i s i n t e l l ec tua l i n s igh t is an exerc ise o f p rac t i ca l 

r ea son , w h i c h d o e s n o t o c c u r a u t o m a t i c a l l y o r w i t h o u t 

effort . It is s o m e t h i n g t h a t o n l y t h e i n d i v i d u a l h u m a n 

b e i n g can in i t i a te a n d m a i n t a i n . It c a n n o t b e p r o v i d e d by 

o t h e r s . It is a se l f -d i rec ted act . 

4 . W h e n this i n t e l l ec tua l i n s igh t is a p p r o p r i a t e l y 

exerc i sed , it is a n exerc ise o f t h e in t e l l ec tua l v i r t u e o f 

practical wisdom, a n d it involves s u c h m o r a l v i r t u e s as 

t e m p e r a n c e , i n t eg r i ty , a n d hones ty . It calls f o r t h t h e ideal 

o f h u m a n e x c e l l e n c e , o f h u m a n f l ou r i sh ing , o f self-

p e r f e c t i o n . 
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5. T h e c r e a t i o n o f m a t e r i a l w e a l t h is o n e o f t h e n e c ­

essary final g o o d s o f h u m a n p e r f e c t i o n o r f lou r i sh ing . 

So, n o t o n l y is it n o t w r o n g t o c rea te w e a l t h o r prof i t , it 

is i n fact s o m e t h i n g t h a t a n y a n d e v e r y h u m a n b e i n g 

n e e d s t o p u r s u e , i t is s o m e t h i n g t h a t is g o o d for h u m a n 

b e i n g s a n d o u g h t t o b e d o n e . 

6. T h e c r e a t i o n o f w e a l t h , j u s t l ike any o f o t h e r basic 

g o o d s t h a t c o n s t i t u t e h u m a n f l o u r i s h i n g , m u s t b e 

a c h i e v e d i n a n a p p r o p r i a t e m a n n e r . H e r e is t h e w i s d o m 

o f Ar i s to t l e ' s " d o c t r i n e of t h e m e a n . " 

7 . Yet w h a t is o f ten f o r g o t t e n w h e n it c o m e s t o t h e 

d o c t r i n e o f t h e m e a n is Ar is to t le ' s p h r a s e " t h e m e a n r e l ­

at ive t o us . " T h u s f i n d i n g w h a t is a p p r o p r i a t e a m o u n t s 

t o finding w h a t t h e a p p r o p r i a t e b a l a n c e o r w e i g h t i n g o f 

bas ic g o o d s is for one as an individual 

human being. E a c h o f us has his o r h e r 

o w n u n i q u e p o t e n t i a l i t i e s t h a t n e e d to 

b e m a d e ac tua l . T h e r e is n o abs t rac t 

ra t iona l i s t i c r e c i p e o r s t anda rd o r p l an 

h e r e . ( S u c h r a t i o n a l i s t i c p r o c e d u r e s 

w o r k , b y t h e way, for n e i t h e r p e r s o n s 

n o r e c o n o m i e s . ) So w e t r u l y n e e d t o 

f a s h i o n o u r o w n u n i q u e f o r m s o f 

f l o u r i s h i n g , a n d th i s c o m e s w i t h 

r e s p e c t t o h o w to b a l a n c e a n d i n t e g r a t e 

all t h e g o o d s a n d v i r t u e s o f life, i n c l u d ­

i n g w e a l t h . E a c h o f us n e e d s to , in t h e 

w o r d s o f t h e p o e m , be uncommon, if we 

can. 

8. N o n e o f t h e s e act ivi t ies is d o n e 

in i so la t ion b u t always w i t h a n d a m o n g 

o t h e r s . W e are social an ima l s f rom t h e v e r y b e g i n n i n g to 

t h e v e r y e n d ; a n d s ince w e are n o t l i m i t e d t o a n y o n e 

f o r m o f social life, o u r social i ty is u l t i m a t e l y c o s m o p o l i ­

t an in n a t u r e . W e are o p e n t o r e l a t ionsh ips w i t h all o f 

h u m a n k i n d . W e are p a r t o f w h a t H a y e k cal led " t h e G r e a t 

Socie ty ." 

9. F o r e a c h o f us t o p u r s u e his o r h e r o w n f o r m o f 

f l o u r i s h i n g in t h e g rea t society, w e n e e d t o c rea te a social 

a n d po l i t i ca l c o n t e x t w h o s e basic s t r u c t u r e is n o t , as a 

m a t t e r o f p r i n c i p l e , p r e j u d i c e d m o r e t o w a r d o n e f o r m o f 

f l o u r i s h i n g ove r any o t h e r . W e n e e d a c o n t e x t t ha t 

respec t s o u r p o t e n t i a l for i n d i v i d u a l i t y a n d o u r u n c o m ­

m o n f o r m s o f e x c e l l e n c e . 

10 . As a resul t , w e n e e d a p o l i t i c a l / l e g a l o r d e r w h o s e 

Upholding liberty 
also opens the door 
for the economic 
and moral 
entrepreneurship 
required for material 
prosperity, human 
flourishing, and 
civil society. 

s t ruc tu ra l p r i n c i p l e s p r o t e c t t ha t w h i c h is b o t h c o m m o n 

a n d p e c u l i a r t o eve ry pe r son ' s f o r m o f h u m a n f lou r i sh ­

i n g — t h a t is, se l f -d i rec t ion . 

1 1 . E a c h o f us needs to have t h e possibility o f self-direc­

t ion p ro tec ted , and the p ro t ec t ion of this possibility allows 

for a pol i t ical / legal o rde r that is n o t structurally pre judiced. 

12. S u c h a po l i t i c a l / l ega l o r d e r is o n e w h o s e f o u n d a ­

t iona l p r i n c i p l e s are t h e basic nega t ive r igh t s t o life, l i b ­

erty, a n d p rope r ty . 

1 3 . S u c h a po l i t i ca l / l ega l o r d e r d o e s n o t m a k e v i r t u e 

o r h u m a n f l ou r i sh ing its a im . It aspires o n l y t o p r o t e c t 

l i be r ty a n d t h e r e b y t h e c o n d i t i o n by w h i c h it is poss ib le 

for h u m a n b e i n g s t o b e m o r a l a g e n t s — n a m e l y , self-

d i r e c t i o n . 

14. G i v e n tha t h u m a n f lou r i sh ing 

is u n i q u e , social , a n d se l f -d i rec ted , 

p r o t e c t i n g l i be r ty is all t o w h i c h t h e 

po l i t i c a l / l ega l o r d e r e i t h e r o u g h t o r 

can aspire. T h i s is t h e p r o p e r a im o f 

t h e po l i t i ca l / l ega l o rde r . To aspire for 

m o r e is b o t h m o r a l folly a n d r a t i o n a l ­

istic h u b r i s . 

15. Yet real i ty is k n o w a b l e , a n d 

t h o u g h it does n o t g u a r a n t e e success 

in life, it a l lows, for t h e m o s t par t , 

a m p l e o p p o r t u n i t y for p e o p l e t o f ind 

fulf i l lment , if t h e y wi l l b u t exercise 

t h e effort t o use t h e i r m i n d s a n d 

d e v e l o p t h e a p p r o p r i a t e v i r t ues , and if 

w e m a k e sure n o t t o c rea te a p o l i t i ­

ca l / l ega l o r d e r w h o s e s t ruc tu ra l c o n ­

d i t i ons fail t o p r o t e c t l iberty. W e n e e d to h o l d l i be r ty 

p a r a m o u n t , for t ha t p ro t ec t s t h e possibi l i ty of se l f -d i rec ­

t i o n . T h i s is all t ha t is necessa ry t o just i fy l iberty, b u t in 

m o s t cases u p h o l d i n g l i be r ty also o p e n s t h e d o o r for t h e 

e c o n o m i c a n d m o r a l e n t r e p r e n e u r s h i p r e q u i r e d for 

m a t e r i a l p rosper i ty , h u m a n f lou r i sh ing , a n d civil society. 

Liberty Is Paramount 

Overal l , a w o r l d in w h i c h e n t r e p r e n e u r s are p ra i sed 

for t h e i r v i r t u e s a n d c rea t iv i ty is a w o r l d o f 

g r e a t e r m a t e r i a l a n d m o r a l p rospe r i t y . It is a w o r l d in 

w h i c h m o r a l v i r t u e s are p r e s e n t , b u t it is also a w o r l d 

w h i c h r e q u i r e s t h a t l i be r ty b e seen as t h e p a r a m o u n t 

v a l u e o f t h e p o l i t i c a l / l e g a l o rde r . Yet t h e basis for th is is 
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T h e M o r a l a n d C u l t u r a l C l i m a t e o f E n t r e p r e n e u r s h i p 

a c e r t a i n m o r a l a n d c u l t u r a l c l i m a t e — n a m e l y , one that 

recognizes the moral imperative of each of us discovering and 

achieving his or her own unique form of human excellence, or 

flourishing. 

T h i s r e t u r n s m e t o t h e p o e m w i t h w h i c h I b e g a n . I 

r e c e i v e d it f r o m a m a n w h o was w o r k i n g at m y g r a n d ­

father 's m o t e l i n t h e m i d w e s t c o m m u n i t y o f C o u n c i l 

Bluffs, I o w a . I r e m e m b e r t h a t t h e m a n was a h a r d w o r k ­

er a n d h a d asp i ra t ions for b e c o m i n g r i c h a n d f a s h i o n i n g 

a life t h a t was his o w n . I also r e m e m b e r t h a t his n a m e 

was S teve a n d t h a t h e was n o t b o r n in t h e U n i t e d Sta tes . 

H e h a d e m i g r a t e d f r o m L i t h u a n i a . 

As far as S teve was c o n c e r n e d , t h e U n i t e d States o f 

A m e r i c a was t h e g rea tes t c o u n t r y o n e a r t h b e c a u s e it 

was b a s e d n o t o n v i r t u e , n o t o n r e l i g i o n , n o t o n e t h n i c ­

ity, n o r o n a h i s t o r y o r n a t i o n a l cha rac te r . N o , it was 

b a s e d o n w h a t t h e lady in t h e N e w Y o r k h a r b o r r e p r e ­

s e n t e d t o h i m a n d t h e w o r l d . It was b a s e d o n l ibe r ty ; a n d 

this was all t h a t a n y p e r s o n s h o u l d w a n t , n e e d , o r e x p e c t . 

As I c o n s i d e r t h e d e c l i n e o f l i b e r t y i n t h e U n i t e d 

States a n d w h a t appea r s t o b e its m o r a l a n d e c o n o m i c 

d e t e r i o r a t i o n as we l l , I l ike t o r e m e m b e r t h a t a m a n f r o m 

L i t h u a n i a gave m e t h e p o e m cal led " M y C r e e d . " T h i s 

r e m i n d s m e t h a t t h e ideals exp res sed in th is p o e m are 

n o t t h e p r o p e r t y o f s o m e p e o p l e w h o i n h a b i t a p a r t i c u ­

lar l o c a t i o n , b u t are ideals for a n y a n d e v e r y h u m a n 

b e i n g . Finally, this r e m i n d s m e f u r t h e r o f o n e o f m y 

favor i te s t a t e m e n t s . It is f r o m B e n j a m i n F r a n k l i n — a n 

e n t r e p r e n e u r , a F o u n d i n g F a t h e r o f t h e U n i t e d States , 

a n d a m a n w h o l ived a g rea t p a r t o f his life o u t s i d e o f 

t h e A m e r i c a n c o n t i n e n t . H e said: " W h e r e l i b e r t y dwel l s , 

t h e r e is m y c o u n t r y . " ^ ) 

The Invisible Hand and the Entrepreneur 

The aim for which the successful entrepreneur wants to use his profits may well be to 

provide a hospital or an art gallery for his home town. But quite apart from the question of 

what he wants to do with his profits after he has earned them, he is led to benefit more 

people by aiming at the largest gain than he could if he concentrated on the satisfaction of 

the needs of known persons. He is led by the invisible hand of the market to bring the 

succour of modern conveniences to the poorest homes he does not even know. 

— F A . Hayek 

Law, Legislation and Liberty, Vol. 2 
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Ideas and Consequences 

A Supreme Court to Be Proud Of 
B Y L A W R E N C E W . R E E D 

I n t h e c lo s ing m o n t h s o f t h e c u r r e n t U . S . S u p r e m e 

C o u r t sess ion, p u n d i t s o f eve ry s t r ipe wi l l b e assess­

i n g t h e i m p a c t of r e c e n t c h a n g e s in t h e C o u r t ' s 

c o m p o s i t i o n . If t h e j u s t i c e s t h e m s e l v e s are i n t e r e s t e d in 

h o w t h e y m e a s u r e u p , t h e r e m a y b e n o b e t t e r s t anda rd 

t h a n t h e C o u r t ' s r e c o r d u n d e r C h i e f Ju s t i ce M e l v i l l e W. 

Ful ler . 

It's a sad c o m m e n t a r y tha t in t h e m a i n s t r e a m m e d i a , 

c o u r t s are t a g g e d w i t h s u c h c o n f u s i n g a n d superficial 

labels as " c o n s e r v a t i v e " o r " l i b e r a l " — t e r m s 

l o a d e d w i t h pol i t ica l b a g g a g e a n d of ten 

m a n i p u l a t e d b y t h o s e w i t h a n ax t o g r i n d . 

I prefer m o r e clar i fying ques t i ons : D o e s a 

c o u r t i n t e r p r e t l aw o r m a n u f a c t u r e it? 

D o e s it app ly t h e C o n s t i t u t i o n a c c o r d i n g 

t o w h a t its t e x t says o r is it w i l l i n g t o a b a n ­

d o n it t o a c c o m m o d a t e c u r r e n t w h i m s , 

t r e n d y i d e o l o g i e s , o r al leged " n e e d s " o f t h e 

m o m e n t ? W e r e o u r l iber t ies m o r e o r less 

s ecu re after it d id its w o r k ? 

T h e F u l l e r C o u r t , e n c o m p a s s i n g a 

p a r a d e o f j u s t i c e s w h o c a m e a n d w e n t 

d u r i n g Ful ler 's 2 2 years as chief, was n o t 

c o n s i s t e n t o n all c o u n t s . B u t u n l i k e any s u b s e q u e n t 

C o u r t , it s t r e t c h e d n e i t h e r t h e l a w n o r t h e C o n s t i t u t i o n 

b e y o n d w h a t t h e w o r d s say. W h e n it f o u n d l aw to b e in 

conf l ic t w i t h t h e C o n s t i t u t i o n , it usua l ly s ided w i t h t h e 

l a t t e r b e c a u s e l i b e r t y u n d e r t h e r u l e o f l aw was its h i g h ­

est p r io r i t y . It u p h e l d t h e i m p o r t a n c e o f a l i m i t e d f ede r ­

al ro le , s t r e n g t h e n e d t h e ro l e o f t h e states i n o u r federal 

sy s t em, a n d d e f e n d e d c o n t r a c t a n d p r o p e r t y r i gh t s 

agains t a r i s i ng t i d e o f ega l i t a r i an a g i t a t i o n . 

M e l v i l l e W e s t o n Fu l l e r was b o r n in A u g u s t a , M a i n e , 

in 1 8 3 3 . B o t h sides o f his family w e r e s t a u n c h J a c k s o n -

ian D e m o c r a t s — h a r d m o n e y a n d a small federal g o v ­

e r n m e n t b e i n g f o r e m o s t a m o n g t h e p r i n c i p l e s t h e y 

e m b r a c e d . Af ter g r a d u a t i o n f r o m B o w d o i n C o l l e g e in 

1 8 5 3 , Fu l l e r was a d m i t t e d t o t h e b a r in 1 8 5 5 . A year la ter 

Melville Fuller (1833-1910) 

h e s t a r t ed a successful l aw p rac t i ce in Il l inois, w h e r e h e 

w o u l d res ide un t i l his e l eva t ion t o t h e S u p r e m e C o u r t 

by P r e s i d e n t G r o v e r C l e v e l a n d in 1 8 8 8 . 

As a o n e - t e r m D e m o c r a t i c legis la tor i n Illinois's 

l o w e r h o u s e in 1 8 6 2 , Fu l le r c o n d e m n e d t h e L i n c o l n 

admin i s t r a t i on ' s a rb i t r a ry arrests , s u s p e n s i o n o f habeas 

c o r p u s , a n d o t h e r w a r t i m e ind i sc re t ions as assaults o n 

l iber t ies g u a r a n t e e d b y t h e C o n s t i t u t i o n . H e o p p o s e d 

b o t h secess ion a n d slavery, b u t d i d n ' t be l i eve in q u a s h i n g 

d issen t a n d d u e p rocess t o v a n q u i s h 

t h e m . As a D e m o c r a t i c activist a n d adv i s ­

er t o cand ida t e s for n a t i o n a l office, h e 

o p p o s e d p r o t e c t i o n i s m as spec ia l - in te res t 

l e g i s l a t i o n t h a t h u r t c o n s u m e r s . H e 

d e c r i e d i r r e d e e m a b l e p a p e r m o n e y as a 

f o r m o f theft a n d fraud, e v e n v o t i n g t o 

forb id t h e Il l inois t r easury f rom r e c e i v i n g 

g r e e n b a c k s as p a y m e n t for state taxes. H e 

s c r u t i n i z e d p u b l i c s p e n d i n g for was te a n d 

favor i t i sm, o n c e e a r n i n g t h e w r a t h o f his 

co l l eagues by pub l i c ly o p p o s i n g ( u n s u c ­

cessfully) a bill t o g ive go ld p e n s t o e a c h 

m e m b e r o f t h e Il l inois H o u s e . 

In w h a t b i o g r a p h e r W i l l a r d L. K i n g t e r m s " t h e g r e a t ­

est p u b l i c s p e e c h o f his career ," Fu l le r s e c o n d e d t h e 1876 

n o m i n a t i o n o f Indiana ' s T h o m a s H e n d r i c k s for p r e s i d e n t 

i n u n m i s t a k a b l y Je f fe rson ian t e r m s : " [ T ] h e c o u n t r y 

d e m a n d s a r e t u r n t o t h e p r i nc ip l e s a n d prac t ices o f t h e 

fa thers o f t h e R e p u b l i c in this t h e h u n d r e d t h year o f its 

ex i s t ence , a n d t h e r e s to ra t ion o f a w i se a n d frugal g o v ­

e r n m e n t , t ha t shall leave t o eve ry m a n t h e freest p u r s u i t 

o f his a v o c a t i o n o r his p leasures , cons i s t en t w i t h t h e 

r igh t s o f his n e i g h b o r s , a n d shall n o t t ake f rom t h e 

m o u t h o f l a b o r t h e b r e a d it has e a r n e d . " 

Lawrence Reed (reed@mackinac.org) is president of the Mackinac Center 
for Public Policy (www.mackinac.org), a research and educational institute 
in Midland, Michigan. 
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A S u p r e m e C o u r t t o B e P r o u d O f 

T h e 1 8 7 6 D e m o c r a t i c C o n v e n t i o n n o m i n a t e d S a m u e l 

T i l d e n ins tead o f H e n d r i c k s , b u t m a n y D e m o c r a t s a r o u n d 

t h e c o u n t r y r e m e m b e r e d Melv i l l e Fuller . O n e o f t h e m 

was G r o v e r C leve l and . T h e last J a c k s o n i a n D e m o c r a t t o 

h o l d t h e h ighes t office, C l e v e l a n d w a n t e d a ch ie f j u s t i c e 

w i t h a n u n b l e m i s h e d r e c o r d o f i n t e g r i t y w h o n o t o n l y 

shared his l i m i t e d - g o v e r n m e n t p h i l o s o p h y b u t was also a 

g o o d business m a n a g e r w h o c o u l d fix t h e t h r e e - y e a r 

b a c k l o g o f cases at t h e h i g h c o u r t . 

Ful ler , 5 5 , w h o h a d a r g u e d m a n y cases be fo re t h e 

S u p r e m e C o u r t over a 1 6 - y e a r p e r i o d , was prec ise ly w h a t 

C l e v e l a n d was l o o k i n g for. T h e P r e s i d e n t a d m i r e d t h e 

fact t ha t in his visits a n d m e e t i n g s w i t h Ful ler , t h e Il l inois 

l awye r h a d n e v e r asked h i m for a n y t h i n g , e v e n t u r n i n g 

d o w n t h r e e h i g h pos ts w i t h i n t h e a d m i n i s t r a t i o n . A n d 

h e h a d t a k e n c o n s i d e r a b l e p u b l i c h e a t 

i n d e f e n d i n g t h e P re s iden t ' s h a r d -

m o n e y s tance a n d his n u m e r o u s ve toes 

o f s p e n d i n g bills. To t h w a r t a p o s ­

s ible d e c l i n e b y Fu l l e r , C l e v e l a n d 

a n n o u n c e d h is n o m i n a t i o n b e f o r e 

Ful le r e v e n gave his c o n s e n t . H e was 

l i terally d r a g g e d i n t o a n office for 

w h i c h h e d i d n ' t lust b u t in w h i c h h e 

q u i c k l y d i s t i ngu i shed h i m s e l f as o n e of 

its m o s t able a n d i m p o r t a n t h o l d e r s . 

Fu l l e r c h a r m e d his co l l eagues o n 

t h e C o u r t w i t h his g o o d h u m o r , 

t h o u g h t f u l s cho la r sh ip , a n d r e m a r k a b l e capac i ty for 

f r i end ly p e r s u a s i o n a n d m e d i a t i o n . H e b e g a n a c u s t o m 

still i n use t o d a y o f r e q u i r i n g e a c h j u s t i c e at t h e s tar t o f 

a w o r k i n g day t o s h a k e t h e h a n d o f e v e r y o t h e r j u s t i c e . 

H e r e so lved t h e C o u r t ' s c r o w d e d d o c k e t . 

T h e Fu l le r C o u r t s h o u l d b e m o s t a d m i r e d , h o w e v e r , 

for its j u r i s p r u d e n c e . C e r t a i n l y A m e r i c a n s w h o share 

t h e F o u n d e r s ' v i s ion c a n f ind m u c h a b o u t it t o a p p l a u d . 

Fu l l e r h i m s e l f was at t h e c e n t e r o f it, o f t en a r g u i n g for 

t h e major i ty . 

W h e n f r e e d o m o f c o m m e r c e was at issue, t h e Fu l l e r 

C o u r t d i d n o t carelessly a l l ow g o v e r n m e n t a l i n t e r f e r ­

e n c e . F o r e x a m p l e : P r o h i b i t i o n i s t s i n I o w a s e c u r e d p a s ­

sage o f a l a w f o r b i d d i n g t h e sale o f a n i n t e r s t a t e 

s h i p m e n t o f l i quo r , b u t t h e C o u r t , w i t h Fu l l e r h i m s e l f 

w r i t i n g t h e m a j o r i t y o p i n i o n , d e c l a r e d it an u n c o n s t i t u ­

t iona l v i o l a t i o n o f t h e C o m m e r c e C l a u s e . 

I 

The Fuller Court , 
unlike any 
subsequent Court , 
stretched neither 
the law nor the 
Constitution beyond 
what the words say 

Restricted Sherman Act 
n o t h e r c o m m e r c e - r e l a t e d ru l i ngs , t h e Fu l l e r C o u r t 

r e s t r i c t ed t h e a p p l i c a t i o n o f t h e a l m o s t i n c o h e r e n t l y 

b r o a d l a n g u a g e o f t h e S h e r m a n A n t i - T r u s t A c t . R e g u ­

l a t i ng t h e t e r m s o f i n t e r s t a t e c o m m e r c e a n d t r a n s p o r t a ­

t i o n , as t h e C o n s t i t u t i o n p r o v i d e d for, was o n e t h i n g , b u t 

federa l m e d d l i n g in m a n u f a c t u r i n g a n d p r o d u c t i o n was 

q u i t e a n a t h e m a to Fu l l e r a n d m o s t o f his co l l e agues . It 

was left t o la ter C o u r t s t o d i s to r t t h e C o m m e r c e C l a u s e 

a n d jus t i fy federa l r e g u l a t i o n o f v i r tua l ly e v e r y c o r n e r o f 

t h e e c o n o m y . 

T h e Ful ler C o u r t s t aunch ly d e f e n d e d t h e sancti ty o f 

con t r ac t b y t rea t ing it, in t he w o r d s o f J a m e s W Ely, Jr. , a 

Vanderbi l t Un ive r s i t y l aw professor a n d b i o g r a p h e r o f t h e 

C o u r t , " a s t h e con t ro l l i ng cons t i tu t iona l n o r m . " It resisted 

a t t empt s at congress iona l p r i c e - a n d r a t e -

fixing. It o n c e u n a n i m o u s l y t h r e w o u t a 

Louis iana l aw tha t p r o h i b i t e d a p e r s o n 

f rom o b t a i n i n g in su rance f rom a c o m p a ­

n y tha t was n o t qualified t o d o business in 

that state. Its feelings in this regard w e r e 

s u m m e d u p in a n o t h e r ru l ing in w h i c h 

t h e ma jo r i t y dec la red tha t " T h e legisla­

tu re m a y n o t , u n d e r t h e guise o f p r o t e c t ­

i n g t h e pub l i c interest , arbi trar i ly interfere 

w i t h pr iva te business, o r i m p o s e unusua l 

a n d unneces sa ry res t r ic t ions u p o n lawful 

o c c u p a t i o n s . " Likewise , t h e C o u r t was far 

f r iendl ier t o p r o p e r t y r ights in e m i n e n t - d o m a i n cases t h a n 

t h e r ecen t S u p r e m e C o u r t s . 

O n e o f t h e finest m o m e n t s o f t h e Fu l l e r C o u r t was 

its r e j e c t i o n in 1 8 9 5 o f a federa l i n c o m e t ax passed t h e 

p r e v i o u s year . P leas tha t C o n g r e s s n e e d e d t h e m o n e y , 

class warfare , a n d ega l i t a r i an c la ims against o t h e r p e o p l e ' s 

w e a l t h c a r r i e d l i t t le w e i g h t w i t h this C o u r t . T h e C o n ­

s t i t u t i o n f o r b a d e d i r ec t t a x a t i o n o f t h a t k i n d , a n d t h a t 

was e n o u g h t o d i t c h it. 

M e l v i l l e W e s t o n Fu l l e r n e v e r s u c c u m b e d t o t h e 

t e m p t a t i o n s o f p o w e r a n d e g o o r d i s cove red vast n e w 

c o n s t i t u t i o n a l du t i e s for t h e W a s h i n g t o n e s t a b l i s h m e n t 

t o inflict o n t h e p e o p l e . H e a n d m o s t o f his co l l eagues 

ac tua l ly t o o k se r ious ly t h e i r o a t h t o d e f e n d t h e s u p r e m e 

l aw o f t h e l and , a n o t i o n tha t s e e m s sadly q u a i n t i n an 

age w h e r e s w e e p i n g j u d i c i a l ac t iv i sm is a m a i n s t r e a m 

l a w - s c h o o l p r i n c i p l e . ( f | 
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Broadband: A Basic Right? 

BY MAX B O R D E R S 

I t's 2 0 0 6 . Y o u really w a n t b r o a d b a n d h i g h - s p e e d 

I n t e r n e t c o n n e c t i o n , b u t y o u live in a smal l A m e r i ­

c a n c i ty w i t h a p o p u l a t i o n o f 1 0 0 , 0 0 0 . S o t h e b r o a d ­

b a n d p r o v i d e r s have d e c i d e d it w o u l d n o t b e prof i tab le 

t o c o m e t o y o u r t o w n at this t i m e . W h a t d o y o u do? 

First , ge t m a d . T h e n , f o r m an in te res t g r o u p . Finally, 

l o b b y y o u r m u n i c i p a l g o v e r n m e n t un t i l it p r o v i d e s t h e 

s e rv i ce for y o u . 

S u c h is basical ly t h e tale o f Lafayet te , Lou i s i ana , a n d 

it reflects w h a t t o m a n y is a d i s t u r b i n g 

t r e n d o f m u n i c i p a l i t i e s o f fe r ing b r o a d ­

b a n d as if it w e r e a p u b l i c u t i l i ty l ike 

w a t e r o r s e w e r a g e . T h e story, n o w 

k n o w n as " T h e Ba t t l e o f Lafayet te ," 

a lso revea l s t h e s y m p t o m s o f 

" d e m o s c l e r o s i s " — - J o n a t h a n R a u c h ' s 

t e r m for g o v e r n m e n t fai lure d u e t o 

r a p a c i o u s special in te res t . 

W e t e n d t o a s soc ia te w h a t e c o n o ­

mis t s call " r e n t - s e e k i n g " w i t h W i s h -

i n g t o n , D . C . , w h e r e paras i tes s t a n d t o 

g a i n b y l o b b y i n g for e i t h e r a n t i - c o m p e t i t i v e r e g u l a t i o n 

o r subs id i e s . B e n e f i t s a c c r u e t o o n l y a f ew g r o u p s : t h o s e 

o n w h o s e b e h a l f t h e lobby i s t s a re w o r k i n g , t h e p o l i t i ­

c ians ( in t h e f o r m o f p e r q u i s i t e s a n d h a p p y d i s t r i c t 

c o n s t i t u e n t s ) , a n d t h e l obby i s t s a n d l a w y e r s t h e m s e l v e s . 

T h e cos ts a re s p r e a d t h i n l y o v e r t h e rest o f us in t h e 

f o r m o f h i g h e r taxes a n d / o r a d e a d - w e i g h t loss t o t h e 

e c o n o m y . 

B u t W a s h i n g t o n has n o m o n o p o l y o n r e n t - s e e k i n g . 

A t t h e m u n i c i p a l level its c o n s e q u e n c e s can b e di re . T h e 

c o n c e n t r a t e d benef i t s a n d d i spe r sed costs are m o r e diffi­

cu l t t o m a s k w h e n y o u ' r e t a l k i n g a b o u t a h u n d r e d t h o u ­

s a n d p e o p l e ve r sus t h r e e h u n d r e d m i l l i o n . 

Washington has no 
monopoly on rent-
seeking. At the 
municipal level its 
consequences can 
be dire. 

Parasi tes? Isn ' t t h a t a l i t t le unfa i r? Af ter all, t h e p e o ­

p le o f Lafayet te h a v e l e g i t i m a t e c o n c e r n s . T h e y w a n t t o 

d e v e l o p — t h a t is, t o k e e p u p w i t h t h e rest o f t h e c o u n ­

t r y t e c h n o l o g i c a l l y lest t h e y b e left b e h i n d . As t h e y see 

it (and by " t h e y " I m e a n t h e t o w n c o u n c i l , t h e folks 

d e m a n d i n g b r o a d b a n d , a n d t h e g o v e r n m e n t - c o n t r o l l e d 

p u b l i c u t i l i ty ) , a $ 1 3 5 m i l l i o n i n v e s t m e n t is an inves t ­

m e n t in infrastructure—something t h a t s h o u l d b e c o n ­

s ide red a p u b l i c g o o d for t h e p e o p l e o f Lafayet te . T h e y 

h a d b e e n pe r fec t ly w i l l i n g t o let s o -

cal led " i n c u m b e n t s " ( B e l l S o u t h a n d 

C o x C o m m u n i c a t i o n s ) c o m e in a n d 

p r o v i d e this g o o d at a r ea sonab le 

p r i c e . B u t B i g T e l e c o m d i d n ' t . T h e r e ­

fore , s h o u l d n ' t t h e p e o p l e o f Lafayet te 

have a r i g h t t o c o n n e c t m o r e q u i c k ­

ly? S h o u l d n ' t t h e y h a v e b r o a d b a n d 

t o o ? 

T h e u n f o r t u n a t e aspects o f this 

v i e w are man i fo ld . First , it fails t o take 

i n t o a c c o u n t t h e w i d e r i m p l i c a t i o n s o f 

m u n i c i p a l i z i n g b r o a d b a n d (to w h i c h we ' l l t u r n in a 

m o m e n t ) . Also, s o m e o f t h e bes t a n d b r i g h t e s t t e c h n o l ­

ogists o n e a r t h are b e h i n d these efforts, g i v i n g folks t h e 

i m p r e s s i o n tha t b r i l l i an t c o d e r s k n o w w h a t ' s bes t for t h e 

e c o n o m y s imply b e c a u s e t h e y m i g h t have w o r k e d o n 

p r o t o c o l s for t h e I n t e r n e t . B u t m o r e u n f o r t u n a t e still is 

t ha t t h e Lafayet te s c e n a r i o c o u l d set a p r e c e d e n t for 

o t h e r mun ic ipa l i t i e s t o w o r k u n d e r t h e m i s t a k e n n o t i o n 

t h a t g o v e r n m e n t - o w n e d a n d g o v e r n m e n t - o p e r a t e d 

b r o a d b a n d is a g o o d idea . 

Max Borders (maxbordersl 
TCSDaily.com. 

lgmad.com) is managing editor of 
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B r o a d b a n d : A B a s i c R i g h t ? 

In t e l l ec tua l h o n e s t y c h e c k : s h o u l d n ' t w e w o n d e r w h y 

B i g T e l e c o m d i d n ' t c o m e t o Lafayet te? S o m e say t h e s e 

c o m p a n i e s are d r i v e n o n l y by t h e i r lust for prof i t . Yes. 

B u t t h e b e t t e r a n s w e r is t h a t it was c o s t - p r o h i b i t i v e . I n 

o t h e r w o r d s , n o o n e t h o u g h t h e c o u l d d o it w i t h o u t 

o p e r a t i n g at a loss. If a n y o n e in Lafayet te real ly t h o u g h t 

h e c o u l d m a k e m o n e y p r o v i d i n g b r o a d b a n d , w h y d i d n ' t 

h e seize t h e e n t r e p r e n e u r i a l o p p o r t u n i t y r a t h e r t h a n see 

b r o a d b a n d as a g o o d t h a t s h o u l d fall l ike m a n n a f rom 

h e a v e n o r f rom t h e Lafayet te U t i l i t y Se rv ice? 

T h e C i t i zen ' s A c t i o n C o m m i t t e e for F i b e r - O p t i c 

B r o a d b a n d (or w h a t e v e r ) k n e w exac t ly w h a t C o x a n d 

B e l l S o u t h knew— that broadband in Lafayette was a losing 

proposition. D e s p i t e h o w e v e r m a n y " m a r k e t s t u d i e s " t h e 

g o v e r n m e n t a n d C h a m b e r o f C o m m e r c e c a n t r u m p u p , 

t h e p r o o f is u l t i m a t e l y in t h e u n w i l l i n g n e s s o f C o x a n d 

Bel l S o u t h t o m o v e i n t o t h e Lafayet te m a r k e t . T h u s t h e 

o n l y w a y for t h e in t e res t g r o u p to ge t 

w h a t it w a n t e d was s i m p l y t o t ake it 

f r o m o t h e r c i t i zens . 

Lafayet te isn ' t w a l k i n g this r o a d 

a l o n e . O t h e r t o w n s are d o i n g it. A n d 

t h e y ' v e g o t t h e b e g i n n i n g s o f a D . C . -

s ized in t e res t g r o u p f o r m i n g b e h i n d 

t h e m as I w r i t e . I n fact, t h e d e m a n d for 

i m m e d i a t e un ive r sa l b r o a d b a n d was 

t h e d o m i n a n t t h e m e at t h e r e c e n t 

F r e e d o m to C o n n e c t ( F 2 C ) c o n f e r ­

e n c e in W a s h i n g t o n . ( D o n ' t b e c o n ­

fused b y t h e n a m e . " F r e e d o m t o 

C o n n e c t " is a f r e e d o m in t h e s a m e 

w a y t h a t a " r i g h t t o h e a l t h c a r e " is a 

r igh t . ) T h e " m o n o p o l i s t s a n d d u o p o l i s t s " — g o e s t h e 

s t o r y — h a v e p r i c e d m o s t p e o p l e o u t o f t h e m a r k e t . A n d 

t h e gross d i spa r i ty b e t w e e n t h e b r o a d b a n d haves a n d 

h a v e - n o t s is d u e t o t h e p r o f i t - s e e k i n g b e h a v i o r o f t h e 

usual s u s p e c t — B i g T e l e c o m . So for a d h e r e n t s o f t h e 

o p e n - a c c e s s m o v e m e n t t o b e "f ree t o c o n n e c t " a m o u n t s 

t o v a r y i n g d e g r e e s a n d m e a n s o f b r o a d b a n d soc ia l iza­

t i o n . H e r e are a f ew o f t h o s e p r o p o s e d m e a n s : 

• E n c o u r a g e m u n i c i p a l i z a t i o n o f b r o a d b a n d , e x e m ­

plif ied b y t h e Lafayet te case. ( In o t h e r w o r d s , a l low loca l 

g o v e r n m e n t s t o b e g i n e n t e r i n g t h e m a r k e t . ) 

• C h a n g e t h e F C C ' s f r a m e w o r k f rom r e g u l a t i n g t h e 

e n t i r e t e l e c o m se rv ice t o f o c u s i n g o n c o m p a n i e s ' h o r i -

The demand for 
immediate universal 
broadband was the 
dominant theme at 
the recent Freedom 
to Connect (F2C) 
conference in 
Washington. 

z o n t a l layers, for e x a m p l e , c o n t e n t , a p p l i c a t i o n , n e t ­

w o r k , o r phys ica l in f ras t ruc tu re . 

• U s e t r i e d - a n d - t r u e t r u s t - b u s t i n g in c o u r t . 

• A p p e a l t o legal p r e c e d e n t s l ike " n o n d i s c r i m i n a t o r y " 

ru les , s u c h t h o s e u s e d agains t ra i l roads a n d seapor t s ove r 

a c e n t u r y ago , w h i c h fo rced p r o p e r t y o w n e r s t o lease 

t h e i r serv ices t o all c o m e r s . ( T h e r e c e n t B r a n d X d e c i ­

s ion by t h e S u p r e m e C o u r t p r o t e c t e d cable c o m p a n i e s 

f r o m b e i n g fo rced t o o p e n t h e i r l ines t o b r o a d b a n d 

c o m p e t i t o r s . ) 

C u r i o u s l y , all t he se n o s t r u m s are s u g g e s t e d in t h e 

n a m e o f g r e a t e r c o m p e t i t i o n . 

B u t w e s h o u l d s tep b a c k a n d ask: w h a t crea tes b i g 

b r o a d b a n d d u o p o l i e s ? S o m e t i m e s it's s i m p l e e c o n o m i e s 

o f scale. If y o u w a n t a b ig , e x p e n s i v e p r o j e c t d o n e , y o u 

n e e d a b ig , e x p e n s i v e c o m p a n y t o d o i t — o f w h i c h t h e r e 

are n o t many . B a r r i e r s t o m a r k e t e n t r y for smal le r c o m -

pan i e s o f t en c o m e s i m p l y in t h e fact 

t h a t t h e ini t ia l capi ta l i n v e s t m e n t is t o o 

b ig . E v e n if w e o v e r l o o k o t h e r b a r r i ­

ers t o e n t r y c r e a t e d b y t h e c u r r e n t 

r e g u l a t o r y r e g i m e a n d costs s u c h as 

ci ty fees, w e still h a v e an e x p e n s i v e 

v e n t u r e in b u i l d i n g a b r o a d b a n d infra­

s t r u c t u r e . E n t r e p r e n e u r s in Lafayet te 

k n o w th is . B u t s ince t h e m u n i c i p a l i t y 

wi l l act w i t h t axpaye r m o n e y a n d 

sp read b o t h t h e r isk a n d t h e costs ove r 

its c i t izenry , it w o n ' t have t o b e h a v e 

a c c o r d i n g t o p e s k y m a r k e t laws. 

As in m a n y o t h e r efforts t o save t h e 

w o r l d b y d i s t o r t i n g t h e laws o f s u p p l y 

a n d d e m a n d , a d v o c a t e s o f " o p e n acces s" say t h a t w i t h i n 

t h e U n i t e d States t h e r e are a n u m b e r o f "d ig i t a l d iv ides , " 

b e t w e e n r i c h a n d p o o r , b e t w e e n u r b a n a n d ru ra l , a n d 

b e t w e e n w h i t e p e o p l e a n d c e r t a i n m i n o r i t i e s . To b r i d g e 

th is d iv ide , g o v e r n m e n t m u s t t ake a c t i o n . To i l lus t ra te 

th is , t h e y g o o n t o c i te b r o a d b a n d - a c c e s s rates i n o t h e r 

c o u n t r i e s t o s h o w t h a t U . S . p e r cap i ta b r o a d b a n d access 

is l agg ing . ( M y o w n statistics c o m e f r o m t h e C o n g r e s ­

s iona l B u d g e t Office.) 

So w h y a ren ' t t h e rates g r e a t e r i n t h e w o r l d ' s r i c h e s t 

n a t i o n ? T h e reasons are n u m e r o u s , b u t r e q u i r e o n l y a 

m o d i c u m o f c o m m o n sense . C o n s i d e r t h e size a n d p o p ­

u l a t i o n d e n s i t y o f t h e U n i t e d Sta tes . N o w c o n s i d e r t h e 
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size a n d p o p u l a t i o n dens i t y o f t h e wor ld ' s b r o a d b a n d 

l eader , S o u t h K o r e a . T h e e c o n o m i e s o f scale for o f fe r ing 

b r o a d b a n d t o e v e r y p e r s o n in S o u t h K o r e a are c o n s i d e r ­

ably di f ferent f r o m t h o s e in m o s t o f t h e U n i t e d States . 

A c c o r d i n g t o C o u n t r y S t u d i e s . u s , " S o u t h K o r e a was 

o n e o f t h e wor ld ' s m o s t dense ly p o p u l a t e d c o u n t r i e s , 

w i t h a n e s t i m a t e d 4 2 5 p e o p l e p e r squa re k i l o m e t e r i n 

1 9 8 9 — o v e r s i x t e e n t i m e s t h e average p o p u l a t i o n d e n s i ­

ty o f t h e U n i t e d States in t h e late 1980s . " O n e wi l l f ind 

t h a t o t h e r , m o r e - d e n s e l y p o p u l a t e d a n d c u l t u r a l l y 

h o m o g e n o u s c o u n t r i e s are " a h e a d " o f t h e U n i t e d States 

i n I n t e r n e t access , s ince (natural ly) it's c h e a p e r a n d less 

r i sky t o invest i n b r o a d b a n d in f r a s t ruc tu re i n dense ly 

p o p u l a t e d areas. 

E v e n in a la rge c o u n t r y l ike C a n a d a (said t o r a n k 

n u m b e r 2 in t h e w o r l d b e h i n d K o r e a in b r o a d b a n d 

a d o p t i o n ) , 9 0 p e r c e n t o f t h e C a n a d i a n p o p u l a t i o n lives 

w i t h i n 1 0 0 mi le s o f t h e U . S . b o r d e r , g o v e r n m e n t b r o a d ­

b a n d subs id ies n o t w i t h s t a n d i n g . A g a i n , c o m m o n sense 

says t h a t as t h e t e c h n o l o g y m a t u r e s a n d as t h e p r i c e goes 

d o w n , access rates wi l l i n c r e a s e — e v e n i n t o t h e th i cke t s 

o f r u r a l A m e r i c a a n d t h e p u b l i c - h o u s i n g b l o c k s o f 

D e t r o i t . 

Why the Divide? 

Great . B u t w h y is t h e r e a b r o a d b a n d d iv ide b e t w e e n 

e t h n i c g r o u p s i n t h e U n i t e d States? A r e n ' t p o o r e r 

p e o p l e p r i c e d o u t o f t h e m a r k e t b y m o n o p o l i s t s ? O r is 

it c r e e p i n g rac i sm? M a y b e . B u t if s u c h w e r e t r u e , w o u l d ­

n ' t p e o p l e s imi lar ly b e c r y i n g foul a b o u t o t h e r d ivides? 

W i t h o t h e r t e c h n o l o g i e s , d iv ides ha rd ly exist , if t h e y 

exis t at all. C o n s i d e r m o b i l e p h o n e s , w h i c h are c o m p a ­

rab ly p r i c e d t o b r o a d b a n d c o n n e c t i o n s o n a m o n t h l y 

basis. W h a t a b o u t v i d e o g a m e conso les? A r e n ' t X b o x a n d 

P l ays t a t i on t h e p r o d u c t s o f a d u o p o l y ? Te lev i s ion sets, 

cable , a n d D V D players? A g a i n , d iv ides h e r e are v i r t u a l ­

ly n o n e x i s t e n t . W h y t h e di f ference? 

T h e r e a s o n m a y b e t h a t p e o p l e p l ace different va lues 

o n t h e s e t h i n g s , a n d t h o s e values c a n b e an e t h n i c a n d 

cu l t u r a l p h e n o m e n o n . As u n f o r t u n a t e as it m a y b e t o 

m i d d l e - a n d u p p e r - c l a s s A m e r i c a , a family in t h e i n n e r 

ci ty m a y p l ace g r e a t e r va lue o n a P lays ta t ion o r a cell 

p h o n e t h a n o n b r o a d b a n d . S o m e o n e l iv ing in a ru ra l 

area m a y b e m o r e l ikely t o invest i n a satell i te d ish t h a n 

an I n t e r n e t c o n n e c t i o n . W e all face o p p o r t u n i t y costs . 

W e can ' t a s s u m e tha t a b a r g r a p h a b o u t b r o a d b a n d 

access can tell us a n y t h i n g o t h e r t h a n w h a t g r o u p s o f 

p e o p l e are m o r e o r less l ikely t o va lue . "Wel l , " o n e m i g h t 

say, " t h e y ought t o va lue b r o a d b a n d b e c a u s e it can p r o ­

v i d e so m a n y m o r e o p p o r t u n i t i e s for t h e m . " F o r t u n a t e ­

ly, m a r k e t s d o n ' t w o r k b y w h a t in te l l ec tua l elites t h i n k 

p e o p l e s h o u l d have . 

A n d w h a t a b o u t t h e satelli te dish? Isn' t this a n o t h e r 

e x a m p l e o f a c o m p e t i t i v e t e c h n o l o g y tha t filled t h e v o i d 

in t h e lives o f ru ra l p e o p l e tha t cable was u n a b l e t o fill? 

G i v e n a n o t h e r year o r so, a n a l o g o u s t e c h n o l o g i e s wi l l 

b e g i n t o fill any b r o a d b a n d v o i d tha t m i g h t b e o u t 

there—especially if t h e U . S . g o v e r n m e n t wi l l let g o o f 

m o r e o f t h e s p e c t r u m . 

T h e s p e e d o f i n n o v a t i o n is b l i n d i n g . B e f o r e W o r l d 

W a r II, Stal in bu i l t s t a t e - o f - t h e - a r t fac tor ies in Russ i a . 

B y t h e t i m e t h e Sovie t U n i o n co l lapsed in t h e 1990s , t h e 

p e o p l e o f R u s s i a w e r e still u s i n g p o s t - W o r l d W a r II fac­

to r i e s . T h e p o i n t is tha t g o v e r n m e n t pro jec ts are n o t o r i ­

ous ly b a d at k e e p i n g u p w i t h t h e p a c e o f t e c h n o l o g i c a l 

c h a n g e . 

H a v e y o u ever h e a r d o f M i n i t e l ? If so, p r o b a b l y o n l y 

as t h e b u t t o f a t e c h n o - g e e k ' s j o k e . M i n i t e l was t h e 

F r e n c h g o v e r n m e n t ' s p r o t o - I n t e r n e t — a c o m m u n i c a t i o n 

d e v i c e d e s i g n e d for use b y eve ry F r e n c h c i t i zen . O f 

c o u r s e , M i n i t e l was s o o n fo rced i n t o v i r tua l o b s o l e s ­

c e n c e b y t h e I n t e r n e t a n d a rguab ly n e v e r p a i d itself off 

(even b y t h e s tandards o f state ut i l i t ies) . T h e m a n t r a o f 

t h e t e c h m a r k e t is: Be t t e r . Faster. C h e a p e r . N o w say it 

aga in fast. 

T h e i r o n y in all this is t ha t for t h e Lou i s i ana case, 

p o o r , h a r d - w o r k i n g taxpayers wi l l have t o s h o u l d e r 

m u c h o f t h e b u r d e n to subs id ize t h e m o r e w e l l - t o - d o 

p e o p l e o f Lafayet te w h o w a n t b r o a d b a n d . T h e r e are 

s o m e vital q u e s t i o n s t h e ci ty leaders s h o u l d b e asking: 

A r e w e m a k i n g t h e bes t poss ib le use o f o t h e r peop le ' s 

m o n e y ? G i v e n a finite set o f tax r evenues , are t h e r e m o r e 

i m p o r t a n t t h ings t h a t w e c o u l d b e inves t ing in? Is t h e 

w a t e r c lean? A r e t h e p o l i c e a n d f i r emen a d e q u a t e l y 

e q u i p p e d ? A r e w e g o i n g t o h a n g t h e t o w n o n t o o r i sky 

a v e n t u r e ? If t h e ci ty is w r o n g a b o u t this b r o a d b a n d be t , 

Lafayet te can kiss s ewage t r e a t m e n t a n d p o l i c e cru isers 

g o o d b y e . ( f | 
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Am e r i c a n s s p e n d m o r e m o n e y o n h e a l t h care 

t h a n a n y o t h e r c o u n t r y in t h e w o r l d , a n d desp i t e 

m o s t h a v i n g h e a l t h i n s u r a n c e , m a n y are p u s h e d 

i n t o b a n k r u p t c y b e c a u s e o f t h e i r h e a l t h - c a r e bil ls. ' 

A m e r i c a n s are t o l d t h e y h a v e t h e bes t m e d i c a l s y s t e m 

in t h e w o r l d , b u t t h e y h a v e f ewer m e d i c a l r e sou rce s 

t h a n m o s t o f t h e 3 0 m e m b e r c o u n t r i e s o f t h e O r g a n i z a ­

t i o n for E c o n o m i c C o - o p e r a t i o n a n d D e v e l o p m e n t 

( O E C D ) . F o r e x a m p l e , in n u m b e r o f 

nu r ses p e r t h o u s a n d o f p o p u l a t i o n , t h e 

U n i t e d States r anks 1 8 t h a n d in n u m ­

b e r o f a c u t e - c a r e b e d s it r anks 2 3 r d . It 

is c lear t h a t A m e r i c a n s are n o t g e t t i n g 

t h e i r m o n e y ' s w o r t h . 2 

T h e m o d e r n A m e r i c a n h e a l t h - c a r e 

sy s t em has its r oo t s i n W o r l d W a r II . As 

p a r t o f t h e w a r effort t h e U . S . g o v e r n ­

m e n t i m p o s e d w a g e a n d p r i c e c o n ­

trols o n its c i t i zens . It was i l legal for 

A m e r i c a n e m p l o y e r s t o c o m p e t e for 

scarce e m p l o y e e s b y o f fe r ing t h e m 

b e t t e r salaries, so e m p l o y e r s c a m e u p w i t h a n e w c o n ­

c e p t — w e n o w call it t h e "bene f i t . " O n e s u c h bene f i t was 

h e a l t h i n s u r a n c e . W h e n t h e I R S rea l ized w h a t was b e i n g 

d o n e , it o r d e r e d t h a t this bene f i t b e t axed . B u t t h a t r e g ­

u l a t i o n was c o u n t e r m a n d e d after a b a c k l a s h f r o m v o t e r s 

r e su l t ed i n c o n g r e s s i o n a l l eg i s la t ion . T h e p r e - t a x bene f i t 

was b o r n . 3 

As t h e s y s t e m is s t r u c t u r e d , if e m p l o y e r s pay for t h e i r 

e m p l o y e e s ' i n s u r a n c e , t h e y m a k e t h e p a y m e n t s w i t h p r e ­

tax dol lars . If e m p l o y e e s p a y for t h e i r o w n h e a l t h i n s u r ­

a n c e , t h e y d o so w i t h p o s t - t a x d o l l a r s — a n ex t r a 3 0 

p e r c e n t e x p e n s e for t h e typ ica l A m e r i c a n taxpayer . As a 

resul t , m o s t e m p l o y e r s b u y for t h e i r e m p l o y e e s i n s u r a n c e 

Americans spend 
more money on 
health care than any 
other country in the 
world. It is clear that 
they are not getting 
their money s worth. 

t h a t covers n o t o n l y ca t a s t roph ic il lness, b u t also lesser 

m e d i c a l e x p e n s e s . T h i s is t h e e q u i v a l e n t o f p e o p l e b u y ­

i n g a u t o i n s u r a n c e for oi l c h a n g e s . S i n c e e m p l o y e r s pay 

for m o s t o f t h e i r e m p l o y e e s ' m e d i c a l e x p e n s e s (or a p p e a r 

t o b e d o i n g so) , e m p l o y e e s h a v e l i t t le i n c e n t i v e t o s h o p 

a r o u n d a n d c o n t r o l h e a l t h - c a r e costs; d e m a n d for h e a l t h 

care is n o t v e r y p r i c e sensi t ive. S o m e t i m e s e m p l o y e e s 

pay i n t o a p o o l t h a t is t h e n u s e d t o c o v e r t h e c o m p a n y ' s 

m e d i c a l bills, b u t t h e resul t is t h e s ame . 

A t h i r d p a r t y is r e spons ib l e for m o s t 

p a t i e n t s ' m e d i c a l bills. T h i s is o n e o f 

t h e r e a s o n s h e a l t h - c a r e cos ts h a v e 

i n c r e a s e d so drast ical ly in t h e U n i t e d 

States s ince W o r l d W a r II . 

A n o t h e r r e a s o n for inc reases i n 

h e a l t h - c a r e costs is t h e c r e a t i o n o f 

M e d i c a r e a n d M e d i c a i d in t h e 1960s . 

A g a i n d u e t o t h i r d - p a r t y p a y m e n t s , 

e l i g i b l e A m e r i c a n s c o u l d d e m a n d 

h e a l t h care at s o m e o n e else's e x p e n s e . 

T h e r e is l i t t le i n c e n t i v e for pa t i en t s t o 

b e sensi t ive t o cost i n t h e i r h e a l t h - c a r e d e m a n d s . 

T h e p e r c e n t a g e o f h e a l t h - c a r e e x p e n d i t u r e s c o v e r e d 

o u t o f p o c k e t has d e c r e a s e d f r o m a b o u t 6 5 p e r c e n t i n 

1 9 5 0 t o 5 5 p e r c e n t i n 1 9 6 0 t o 4 0 p e r c e n t i n 1 9 7 0 t o 

o n l y 15 p e r c e n t i n 2 0 0 2 . 4 D u r i n g t h e s a m e p e r i o d , 

h e a l t h care has g o n e f r o m a b s o r b i n g o n l y a b o u t 4 .5 p e r ­

c e n t o f G N P in 1 9 5 0 t o 5 p e r c e n t o f G N P in 1 9 6 0 t o 7 

p e r c e n t o f G N P in 1 9 7 0 t o a b o u t 15 p e r c e n t o f G D P in 

2 0 0 2 . 5 
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T h i s e x p e n s e inc rease can b e s e e n exp l ic i t ly b y l o o k ­

i n g at p h y s i c i a n s ' salaries. In 1 9 4 0 , in i n f l a t i on -ad jus t ed 

2 0 0 4 dol la rs , t h e m e a n i n c o m e for A m e r i c a n phys ic ians 

was a b o u t $ 5 0 , 0 0 0 , o r a l i t t le ove r 6 t i m e s U . S . p e r c a p i ­

ta G N P . B y 1 9 5 0 this h a d i n c r e a s e d to a b o u t $ 1 0 0 , 0 0 0 , 

o r 6 .5 t i m e s U . S . p e r cap i ta G N P . B y 1 9 6 0 , phys i c i ans ' 

m e a n n e t i n c o m e h a d i n c r e a s e d to $ 1 5 0 , 0 0 0 , o r 8 t i m e s 

U . S . p e r capi ta G N P , a n d b y 1 9 7 0 to $ 2 0 0 , 0 0 0 , o r 

s o m e w h a t o v e r 8.5 t i m e s U . S . p e r capi ta G N P . ' ' I n t h e 

1960s t h e r e was m u c h m o r e d e m a n d for phys i c i an s e r v ­

ices t h a n k s t o M e d i c a r e a n d M e d i c a i d , b u t l i t t le c h a n g e 

in t h e n u m b e r o f phys ic i ans , a n d d o c t o r s n o l o n g e r 

n e e d e d t o w o r r y as m u c h a b o u t c h a r i t y c a s e s — t h e g o v ­

e r n m e n t w o u l d p i c k u p t h e tab. 

W i t h this mass ive inc rease in phys i c i an i n c o m e s , 

m a n y m o r e A m e r i c a n s c h o s e t o a t t e n d m e d i c a l s c h o o l . 

T h e n u m b e r o f phys ic i ans in t h e U n i t e d States i nc rea sed 

f r o m a b o u t 1.5 p e r 1,000 in b o t h 1950 a n d 1 9 6 0 t o 1.7 

in 1 9 7 0 t o a b o u t 2 .5 in 1 9 9 5 . 7 Phys ic i ans ' salaries c o n ­

t i n u e d t o inc rease in t h e ' 70s , ' 80s , a n d '90s , b u t n o t 

nea r ly at t h e s a m e ra te as in t h e 1960s . T o d a y phys ic i ans ' 

salaries are a r o u n d $ 2 0 5 , 7 0 0 w h i c h is o n l y a b o u t 6.0 

t imes t h e U . S . p e r capi ta G N P . 8 T h e A m e r i c a n M e d i c a l 

Assoc ia t ion ( A M A ) r e s p o n d e d by t r y i n g t o c o n t r o l t h e 

supp ly o f d o c t o r s , c l a i m i n g t h e r e was a " d o c t o r g lu t . " 9 I n 

1 9 9 7 t h e U . S . g o v e r n m e n t ' s F e d e r a l H e a l t h C a r e 

F i n a n c i n g A d m i n i s t r a t i o n r e s p o n d e d by p a y i n g s o m e 

m e d i c a l s choo l s n o t t o p r o d u c e d o c t o r s . ' " 

A c o m m o n jus t i f i ca t ion for h i g h phys ic ians ' salaries is 

t h e f inancial i n v e s t m e n t a n d t h e n u m b e r o f years o f 

m e d i c a l s c h o o l , b u t d o c t o r a l deg ree s in t h e l iberal arts 

t ake as m u c h l a b o r as m e d i c a l deg ree s a n d m a n y P h . D . s 

in t h e l iberal arts c a n n o t e v e n f ind e m p l o y m e n t . W h a t 

d e t e r m i n e s salaries is supp ly a n d d e m a n d , n o t t h e l a b o r 

t h a t goes i n t o d e v e l o p i n g a skill o r p r o d u c t . 

W h i l e t h e U n i t e d States has m o r e l awyers p e r 1,000 

p o p u l a t i o n t h a n any o t h e r c o u n t r y , it has f ewer d o c t o r s 

t h a n m a n y o t h e r c o u n t r i e s . As o f 2 0 0 1 t h e U n i t e d 

Sta tes h a d a b o u t 2 .4 phys ic ians p e r 1,000 p o p u l a t i o n . 

F r a n c e a n d G e r m a n y h a d 3 . 3 , a n d S w i t z e r l a n d h a d 3 . 5 . 

M o s t o f t h e m a j o r w e s t e r n E u r o p e a n c o u n t r i e s have 

m o r e d o c t o r s t h a n t h e U n i t e d Sta tes , b u t t h e U n i t e d 

Heal th Care Expenses Paid by 3rd Part ies a n d Heal th Care Expendi tures as a 
Percent of U .S . G N P v s . Year 
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E c o n o m i c s a n d A m e r i c a n H e a l t h C a r e 

States has m o r e t h a n C a n a d a , w h i c h o n l y has 2 .1 d o c ­

t o r s p e r 1 0 0 0 p o p u l a t i o n . " P h y s i c i a n s ' sa lar ies i n 

E u r o p e are g e n e r a l l y s igni f icant ly l o w e r t h a n t h o s e in 

t h e U n i t e d Sta tes , b u t it c a n n o t b e said t h a t c o u n t r i e s 

w i t h m o r e d o c t o r s g e n e r a l l y h a v e l o w e r p h y s i c i a n s ' 

sa la r ies . 1 2 M e d i c a l se rv ices are h e a v i l y r e g u l a t e d , a n d t h e 

n o r m a l laws o f s u p p l y a n d d e m a n d d o n o t s e e m t o 

c o m p l e t e l y apply. 

A n o t h e r c o m m o n m e t h o d for l i m i t i n g c o m p e t i t i o n 

in h e a l t h care is t h e C e r t i f i c a t e o f N e e d p r o g r a m . " T h e 

Ce r t i f i c a t e o f N e e d ( C O N ) p r o g r a m is a r e g u l a t o r y 

p r o c e s s t h a t r e q u i r e s h e a l t h - c a r e 

p r o v i d e r s t o o b t a i n s ta te a p p r o v a l 

b e f o r e o f f e r i n g n e w o r e x p a n d e d 

s e r v i c e s o r m a k i n g m a j o r c a p i t a l 

e x p e n d i t u r e s . . . . T h e p r o g r a m p r e ­

ven t s u n n e c e s s a r y d u p l i c a t i o n o f s e r v ­

ices b y se l ec t i ng t h e bes t p r o p o s a l 

a m o n g c o m p e t i n g a p p l i c a n t s w h o 

w i s h t o p r o v i d e a p a r t i c u l a r h e a l t h 

s e rv i ce . " 1 3 T h e c l a im is t h a t m u l t i p l e 

bus inesses o f fe r ing t h e s a m e se rv i ce in 

t h e s a m e area, also k n o w n as c o m p e t i ­

t i o n , dr ives u p cos t s . 1 4 T h e p h a r m a ­

ceu t i ca l i n d u s t r y uses tact ics s imi lar t o 

t h e A M A ' s t o l imi t c o m p e t i t i o n a n d 

k e e p profi ts h i g h . F o r e x a m p l e , it l o b ­

bies t o p r e v e n t t h e i m p o r t a t i o n o f 

less-cos t ly d r u g s f r o m E u r o p e a n d 

C a n a d a u n d e r t h e c l a i m t h a t " C a n a d i ­

a n d r u g s are unsa fe . " ' 3 M a n y o f t h e 

" u n s a f e " C a n a d i a n d r u g s are t h e s a m e 

d r u g s t h a t are p r o d u c e d in t h e U n i t e d 

States . 

Not Malpractice Insurance 

D esp i te w h a t m a n y p e o p l e t h i n k , t h e p r i m a r y cause 

o f h i g h h e a l t h - c a r e costs i n t h e U n i t e d States is n o t 

m e d i c a l m a l p r a c t i c e i n s u r a n c e , t h o u g h it m a y b e a p r o b ­

l e m in s o m e states a n d s o m e specia l t ies . As o f 2 0 0 0 t h e 

m e a n l iabi l i ty p r e m i u m for all phys ic ians was $ 1 8 , 4 0 0 

p e r year . T h i s is a la rge a m o u n t , b u t o n l y a b o u t 9 p e r c e n t 

o f t h e m e a n phys i c i an n e t i n c o m e o f $ 2 0 5 , 7 0 0 p e r year . 

T h a t is s ignif icant ly h i g h e r t h a n t h e l iabi l i ty p r e m i u m i n 

t h e ear ly 1970s , w h i c h was o n l y a b o u t 2 p e r c e n t o f 

If employers pay for 
their employees' 
insurance, they make 
the payments with 
pre-tax dollars. If 
employees pay for 
their own health 
insurance, they do so 
with post-tax 
dollars—an extra 30 
percent expense for 
the typical American 
taxpayer. 

m e a n p h y s i c i a n n e t i n c o m e . 1 6 T h e h i g h e s t l iabi l i ty i n s u r ­

a n c e p r e m i u m is i n o b s t e t r i c s / g y n e c o l o g y , at $ 3 9 , 2 0 0 , 

b u t th is is still o n l y 17 p e r c e n t o f t h e m e a n n e t i n c o m e 

o f $ 2 2 7 , 0 0 0 . T h e g r o w t h ra te in m a l p r a c t i c e i n s u r a n c e 

p r e m i u m s for t h e last t e n years has b e e n a b o u t t h e s a m e 

as t h e g r o w t h ra te in phys i c i ans ' salaries. M a l p r a c t i c e l ia­

b i l i ty i n s u r a n c e p r e m i u m s h a v e i n c r e a s e d b y o n l y a b o u t 

1 p e r c e n t p e r year for O b / G y n a n d at a b o u t a 2 p e r c e n t 

a n n u a l ra te for all phys ic i ans . T h e a n n u a l inc rease in 

phys i c i ans ' salaries has b e e n a b o u t 2 p e r c e n t p e r yea r for 

t h e s a m e p e r i o d . ' 7 S i n c e s o m e o n e m a k i n g $ 2 0 0 , 0 0 0 a 

yea r gene ra l l y pays o v e r $ 6 0 , 0 0 0 a year 

i n taxes, it w o u l d b e far m o r e a p p r o ­

p r i a t e t o say t h a t t a x a t i o n is r e s p o n s i ­

b l e for h i g h h e a l t h - c a r e costs . 

A c o m m o n s o l u t i o n tha t is p r o ­

p o s e d for A m e r i c a ' s h e a l t h - c a r e p r o b ­

l e m s is s o c i a l i z e d m e d i c i n e , b u t 

w h e r e v e r n a t i o n a l h e a l t h i n s u r a n c e has 

b e e n t r i e d , r a t i o n i n g a n d l o n g l ines 

h a v e f o l l o w e d . 1 8 S i n g l e - p a y e r sys tems 

are n o w b e i n g a b a n d o n e d b y m a n y o f 

t h e c o u n t r i e s t h a t h a v e t r i e d t h e m . 

R e c e n t l y G e r m a n y a n d S p a i n b e g a n 

sel l ing s t a t e - o w n e d hospi ta l s t o fo r -

prof i t c o m p a n i e s t o raise m o n e y a n d 

inc rease eff ic iency, 1 9 a n d last J u n e t h e 

C a n a d i a n S u p r e m e C o u r t s t r u c k 

d o w n t w o p r o v i n c i a l laws in Q u e b e c 

b a n n i n g p r i v a t e h e a l t h care a n d p r i v a t e 

i n s u r a n c e . A c c o r d i n g t o C h i e f J u s t i c e 

B e v e r l e y M c L a c h l i n a n d J u s t i c e J o h n 

M a j o r , " T h e e v i d e n c e in th is case 

s h o w s t h a t delays in t h e p u b l i c h e a l t h ­

care sy s t em are w i d e s p r e a d , a n d tha t , i n s o m e se r i ous 

cases, pa t i en t s d i e as a resul t o f w a i t i n g lists for p u b l i c 

h e a l t h care." 2 " 

W h a t w i l l c u r e A m e r i c a ' s h e a l t h - c a r e p r o b l e m s is t h e 

free m a r k e t . A p a t i e n t c a n easily w a l k i n t o a s to re a n d 

b u y a b o t t l e o f asp i r in , an o v e r - t h e - c o u n t e r d r u g , for less 

t h a n $ 1 0 . T o ge t a p r e s c r i p t i o n d r u g , t h e p a t i e n t m u s t ge t 

a d o c t o r ' s a p p o i n t m e n t , w a i t a n h o u r at t h e d o c t o r ' s 

office, a n d t h e n w a i t i n l i ne at a p h a r m a c y t o ge t t h e 

d r u g . T h i s p rocess wi l l p r o b a b l y cos t t h e i n s u r a n c e c o m ­

p a n y a b o u t $ 1 0 0 a n d t h e p a t i e n t a b o u t $ 3 0 in c o - p a y -
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mer i t s . I n s o m e c i r c u m s t a n c e s , t h e p a t i e n t m a y t h e n ge t 

bills f r o m t h e d o c t o r ' s office a n d t h e i n s u r a n c e c o m p a n y 

for t h e n e x t six m o n t h s , as t h e pa r t i e s a r g u e ove r w h o 

pays w h a t f rac t ion o f t h e e x p e n s e . T h i s is t r u e e v e n if t h e 

p a t i e n t ge ts r egu l a r s inus i n f ec t i ons a n d takes t h e s a m e 

d r u g s e v e r y year. If t h e p a t i e n t c o u l d b u y d r u g s ove r t h e 

c o u n t e r , t h e c h a n g e w o u l d save m o n e y a n d t i m e for 

b o t h t h e p a t i e n t a n d his e m p l o y e r . 

M o r e o v e r , if p e o p l e c o u l d b u y t h e i r o w n h e a l t h care 

a n d i n s u r a n c e p r e - t a x , t h e y w o u l d have an i n c e n t i v e t o 

s h o p a r o u n d for t h e c h e a p e s t serv ices . T h e y w o u l d m o s t 

l ikely b e m o r e i n t e r e s t e d t h a n t h e i r e m p l o y e r s are in t h e 

qua l i t y o f t h e i r i n s u r a n c e . If pa t i en t s c o u l d b u y p h a r m a ­

ceu t ica l s f r o m w h a t e v e r s o u r c e they, n o t t h e g o v e r n ­

m e n t , d e e m e d safe, c o m p e t i t i o n w o u l d d r ive d o w n d r u g 

costs . If p a t i e n t s c o u l d seek , a n d pay for, t h e a d v i c e o f 

b i o l o g y r e sea rche r s , nu r se s , o r w h o m e v e r t h e y t r u s t e d , 

r a t h e r t h a n b e i n g f o r c e d to g o t o g o v e r n m e n t - l i c e n s e d 

phys i c i ans , t h e y w o u l d save m o n e y a n d t i m e . W e r e 

A m e r i c a ' s h e a l t h - c a r e sys t em fully d e r e g u l a t e d , t h e s u p ­

p ly o f d o c t o r s , as we l l as p h a r m a c e u t i c a l s w o u l d increase , 

d e m a n d for h e a l t h - c a r e se rv ices w o u l d decrease , a n d tha t 

d e m a n d w o u l d b e m o r e p r i ce - sens i t i ve . H e a l t h - c a r e 

costs w o u l d g o d o w n , a n d t h e qua l i t y o f h e a l t h - c a r e 

se rv i ce w o u l d g o u p . ( | | 
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The Therapeutic State 

Psychiatry: Disease Inflation 
B Y T H O M A S S Z A S Z 

I n his classic, The Economic Consequences of the Peace 

( 1 9 2 0 ) , J o h n M a y n a r d K e y n e s o b s e r v e d : " L e n i n was 

c e r t a i n l y r i g h t . T h e r e is n o subt le r , n o su re r m e a n s o f 

o v e r t u r n i n g t h e ex i s t i ng basis o f soc i e ty t h a n t o d e b a u c h 

t h e c u r r e n c y . T h e p rocess e n g a g e s all t h e h i d d e n forces 

o f e c o n o m i c l a w o n t h e s ide o f d e s t r u c t i o n , a n d d o e s it 

i n a m a n n e r w h i c h n o t o n e m a n in a m i l l i o n is ab le t o 

d i agnos e . " 

D e b a u c h i n g disease, t h e c u r r e n c y o f m e d i c i n e , is a n 

e v e n m o r e i n s id ious a n d m o r e p o w e r f u l m e a n s o f o v e r ­

t u r n i n g t h e m o r a l a n d legal basis o f 

m o d e r n society. T h i s is a c o n s e q u e n c e 

o f t h e fact t ha t , i n m o d e r n soc ie t ies , 

t h e d e f i n i t i o n o f disease is a state 

m o n o p o l y , t h e d i s p e n s i n g o f m e d i c a l 

care a state responsib i l i ty , a n d t h e 

r e c e i p t o f m e d i c a l se rv ices a n " e n t i t l e ­

m e n t " o f t h e c i t i z e n - p a t i e n t . W i l l a r d 

Gay l in , c o f o u n d e r a n d p r e s i d e n t o f t h e 

p r e s t i g i o u s b i o e t h i c s c e n t e r , t h e H a s t ­

ings Ins t i t u t e , a n d professor o f p s y c h i ­

a t ry at C o l u m b i a U n i v e r s i t y C o l l e g e 

o f Phys ic i ans a n d S u r g e o n s , exp la ins : 

" H a t r e d is n o t a n e n t i t l e m e n t l ike 

h e a l t h care . It is a disease l ike t u b e r c u ­

losis. It m a y infec t o t h e r s , b u t it i nev i t ab ly des t roys t h e 

ha te r , d i m i n i s h i n g his h u m a n i t y . " 

Gay l in , o n e o f A m e r i c a ' s p r e - e m i n e n t " m e d i c a l e t h i -

cists," takes for g r a n t e d tha t h e a l t h care is an e n t i t l e m e n t 

a n d asserts t ha t h a t r e d is a disease tha t d i m i n i s h e s t h e 

hater ' s " h u m a n i t y . " T h e asser t ion is p la in ly false. H a t r e d , 

l ike love, increases r a t h e r t h a n d i m i n i s h e s t h e subject 's 

h u m a n i t y , m a k i n g h i m m o r e w i c k e d o r m o r e v i r t u o u s , as 

t h e case m a y b e . It is t h e a b s e n c e o f t hese e m o t i o n s u n d e r 

a p p r o p r i a t e c i r c u m s t a n c e s tha t w e rega rd as i n h u m a n . 

S c i e n c e is s y n o n y m o u s w i t h m a t e r i a l i s m a n d w i t h 

ob j ec t i ve s t andards o f m e a s u r e m e n t . T h e t e r m ob j ec t i ve 

h e r e m e a n s fixed in t e r m s o f s o m e fact o f n a t u r e , n o t 

Debauching disease, 
the currency of 
medicine, is an even 
more insidious and 
more powerful means 
of overturning the 
moral and legal basis 
of modern society. 

al te rable b y p e r s o n a l c a p r i c e o r po l i t i ca l p o w e r . Fami l i a r 

e x a m p l e s are t h e s p e e d o f l igh t i n n a t u r a l s c i ence , t h e 

g o l d s t anda rd in e c o n o m i c s , a n d t h e p a t h o l o g i c a l s t an ­

d a r d in m e d i c i n e . It is a x i o m a t i c t h a t t h e r e c a n b e n o sc i ­

entif ic i nves t iga t ion o r scient if ic t h e o r y o f n o n m a t e r i a l 

" en t i t i e s , " s u c h as h a t e , r ac i sm, a n d a n t i - S e m i t i s m , n o w 

of ten said t o b e diseases. Yet , add res s ing t h e c o n c e p t o f 

disease, p r o m i n e n t m e d i c a l scientis ts a n d p r e s t i g i o u s 

p u b l i c a t i o n s r egu la r ly i g n o r e , o v e r l o o k , a n d o b s c u r e t h a t 

w e use t h e c o n c e p t o f disease b o t h as a v a l u e - n e u t r a l sc i -

ent i f ic t e r m t o d e s c r i b e a n d e x p l a i n 

aspects o f t h e m a t e r i a l w o r l d , a n d as a 

v a l u e - l a d e n e th ica l t e r m t o identify, 

e x c u s e , c o n d e m n , a n d jus t i fy ( n o n -

ma te r i a l ) h u m a n asp i ra t ions , laws, a n d 

c u s t o m s . 

P r i o r t o t h e n i n e t e e n t h c e n t u r y , t h e 

" sc i en t i f i c " c o n c e p t o f disease was a n 

i m b a l a n c e a m o n g t h e f o u r " h u m o r s , " 

a n d b l o o d - l e t t i n g , e m e t i c s , a n d p u r g a ­

tives w e r e t h e m o s t i m p o r t a n t f o r m s o f 

m e d i c a l t r e a t m e n t . S o - c a l l e d h u m o r a l 

i m b a l a n c e was a ( p s e u d o ) e x p l a n a t o r y 

f ic t ion . It c o u l d n o t b e o b s e r v e d , m u c h 

less m e a s u r e d . T h e s a m e is t r u e for 

today ' s " c h e m i c a l i m b a l a n c e , " said t o e x p l a i n t h e n a t u r e 

(cause) o f m e n t a l i l lnesses. 

O n l y after c o n s i d e r a b l e s t rugg le d i d t h e u n o b s e r v a b l e 

h u m o r a l s t anda rd o f disease y i e ld t o t h e o b s e r v a b l e 

p a t h o l o g i c a l s t andard . F o l l o w i n g t h e p u b l i c a t i o n in 1 8 5 8 

o f Cellular Pathology as Based upon Physiological and Patho­

logical Histology, b y R u d o l f V i r c h o w ( 1 8 2 1 - 1 9 0 2 ) , t h e 

s t a n d a r d scientif ic m e a s u r e , o r " g o l d s t anda rd , " o f disease 

b e c a m e b o d i l y l e s i o n , o b j e c t i v e l y i d e n t i f i a b l e b y 

a n a t o m i c a l , h i s t o l o g i c a l , o r o t h e r p h y s i c o - c h e m i c a l 

o b s e r v a t i o n o r m e a s u r e m e n t . 

Thomas Szasz (tszasz@aol.com) is professor of psychiatry emeritus at 
SUNY Upstate Medical University in Syracuse. 
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T h o m a s S z a s z 

A re la t ed w a t e r s h e d e v e n t o c c u r r e d in 1 8 6 9 , w h e n 

t h e R u s s i a n c h e m i s t D i m i t r i M e n d e l e y e v ( 1 8 3 4 - 1 9 0 7 ) 

p u b l i s h e d his p a p e r " T h e R e l a t i o n b e t w e e n t h e P r o p e r ­

ties a n d A t o m i c W e i g h t s o f t h e E l e m e n t s , " t h e first f o r ­

m u l a t i o n o f t h e P e r i o d i c Tab le o f E l e m e n t s . T h i s s c h e m e 

p r o v i d e d n o t o n l y a p rec i se i d e n t i f i c a t i o n o f all t h e t h e n -

k n o w n e l e m e n t s , b u t also iden t i f i ed e l e m e n t s n o t ye t 

k n o w n b u t t h e e x i s t e n c e o f w h i c h c o u l d b e p r e d i c t e d b y 

M e n d e l e y e v ' s e p o c h a l ins igh t . 

G o l d as a m o n e t a r y s t anda rd , t h e P e r i o d i c Tab le as a 

classif icat ion o f e l e m e n t s , a n d disease as p a t h o l o g i c a l 

l e s ion are e x a m p l e s o f o r d e r i n g an aspec t o f o u r w o r l d , 

n a t u r a l as w e l l as social , b y ob j ec t i ve c r i t e r i a , independent 

of human desire, moral judgment, or political power. T h e i t e m s 

so o r d e r e d are a m o n g t h e m o s t i m p o r t a n t t h i n g s in o u r 

e v e r y d a y lives, t o u c h i n g o n r e l i g i o n , m e d i c i n e , d r u g s , 

law, e c o n o m i c s , a n d po l i t i c s . O r g a n i z a t i o n s a n d p e r s o n s 

a s p i r i n g t o exerc i se c o n t r o l ove r o u r p e r s o n a l l i v e s — 

c h u r c h a n d state, po l i t i c i ans a n d p h y s i c i a n s — h a v e always 

e x p e r i e n c e d , a n d c o n t i n u e t o e x p e r i e n c e , i n d e p e n d e n c e 

f r o m t h e m as a n i m p e r t i n e n c e , a n i n t e r f e r e n c e w i t h t h e i r 

" s a c r e d d u t y " t o g o v e r n , r u l e , a n d " d o g o o d . " 

F r o m t h e early days o f m o d e r n scientific m e d i c i n e in 

t h e m i d - n i n e t e e n t h c e n t u r y un t i l W o r l d W a r I, m e d i c a l 

t h e o r y a n d p rac t i ce w e r e i n d e p e n d e n t o f t h e state. D u r ­

i n g t h e fo l l owing t w o decades , pol i t ical c o n t r o l o f m e d i ­

c i n e r e m a i n e d relatively m i n i m a l , e x c e p t in t h e Sovie t 

U n i o n a n d in G e r m a n y after 1 9 3 3 . After W o r id W a r II t h e 

d i s t r i b u t i o n o f m e d i c a l services t h r o u g h o u t t h e d e v e l o p e d 

w o r l d was t r a n s f o r m e d f rom a capitalist t o a socialist sys­

t e m : t h e sou rce o f t h e physician 's i n c o m e shifted f rom t h e 

p a t i e n t t o t h e g o v e r n m e n t o r a g o v e r n m e n t - r e g u l a t e d 

i n s u r a n c e sys tem. Pari passu, m e d i c a l research, t h e de f in i ­

t i o n o f disease, a n d t h e classification a n d c o n t r o l o f d rugs 

b e c a m e po l i t i c ized . O n e result was tha t m o r e a n d m o r e 

" p r o b l e m s in l i v i n g " — f r o m s m o k i n g to obes i ty t o t h e 

u n r u l i n e s s o f c h i l d r e n a n d u n h a p p i n e s s o f a d u l t s — 

b e c a m e de f ined as diseases, a n d m o r e a n d m o r e d rugs 

w e r e r e m o v e d f rom t h e free m a r k e t a n d m a d e available 

o n l y t o p e r s o n s d i a g n o s e d as ill a n d called "pa t i en t s . " 

P e o p l e , w e m u s t r e m e m b e r , h a v e always u s e d d r u g s — 

a l c o h o l , o p i u m , c a n n a b i s , c o c a i n e , t o b a c c o — t o c o p e 

w i t h life. U n d e r t h e n e w med ica l - soc ia l i s t r e g i m e , m a n y 

o f t h e s e a n d o t h e r d r u g s b e c a m e available t o p e r s o n s 

o n l y b y p r e s c r i p t i o n , a n d phys ic ians can w r i t e p r e s c r i p ­

t i ons for t h e m o n l y for p e r s o n s d i a g n o s e d as ill. N o t s u r ­

pr is ingly, t h e resul t is an e p i d e m i c o f m e n t a l illnesses 

t h r o u g h o u t t h e W e s t e r n w o r l d , especial ly in t h e U n i t e d 

States . 

Medicine and Metaphor 

Medica l p r ac t i ce is ba sed o n sc ience a n d m a k e s use 

o f scientif ic t e c h n o l o g y , b u t is n o t a sc ience : it is a 

t y p e o f h u m a n serv ice , t h e c o n t e n t a n d de l ivery o f 

w h i c h are s h a p e d b y e c o n o m i c , i deo log ica l , r e l ig ious , 

a n d po l i t i ca l in teres ts , a n d by fashions . M e d i c a l sc ience , 

o n t h e o t h e r h a n d , is a p a r t o f t h e b o d y o f sc ience : it is 

c o n c e r n e d w i t h t h e e m p i r i c a l inves t iga t ion o f t h e m a t e ­

rial w o r l d b y m e a n s o f prec ise ly de f ined m e t h o d s a n d 

m e a s u r e s , r i g o r o u s l y app l ied . In t h e de l ive ry o f m e d i c a l 

care , ins i s t ence o n p r e c i s i o n a n d r i g o r is c o n d e m n e d as 

i n t o l e r a n c e , lack o f c o m p a s s i o n , a n d r igidi ty . T h e i r r e c ­

onc i l ab l e conf l ic t b e t w e e n t h e n e e d for p r e c i s i o n a n d 

r i g o r in s c i ence a n d t h e n e e d for f lexibil i ty a n d c o m p a s ­

s ion in p r o v i d i n g m e d i c a l care is ref lec ted in o u r c u r r e n t 

n o s o l o g y — l u m p i n g t o g e t h e r u r e m i a a n d s c h i z o p h r e n i a , 

a n e m i a a n d a d d i c t i o n , d i abe tes a n d d e p r e s s i o n — a s " d i s ­

eases" b e l o n g i n g in t h e s a m e " n a t u r a l " class. T h i s is d i s ­

ease inf la t ion , p u r e a n d s imple . 

A g o v e r n m e n t c o m m i t t e d t o a g o l d m o n e t a r y s t an ­

d a r d c a n n o t c rea te m o n e y b y m e a n s o f p r i n t i n g presses 

a n d d e f i n i n g t h e p r o d u c t as t h e sole legal cu r r ency . 

A b s e n t t h e g o l d (or a n o t h e r c o m m o d i t y ) s t a n d a r d — 

u n d e r a fiat p a p e r " legal t e n d e r " s t a n d a r d — t h e g o v e r n ­

m e n t can a n d does d o j u s t tha t . T h e s ame goes for 

disease. A m e d i c a l p rofess ion a n d g o v e r n m e n t c o m m i t ­

t e d t o t h e " g o l d " p a t h o l o g i c a l s t anda rd o f disease c a n n o t 

c rea te n e w diseases by a t t a c h i n g disease n a m e s (d iag­

noses) t o u n w a n t e d b e h a v i o r s . A b s e n t t h e p a t h o l o g i c a l 

s t a n d a r d — u n d e r a fiat " m e d i c a l m o d e l " s t a n d a r d — 

coun t l e s s m e t a p h o r i c a l illnesses have b e c o m e legally 

d e f i n e d a n d p o p u l a r l y a c c e p t e d as real diseases. E v e r y 

o n e o f t h e m ent i t les , p e r h a p s e v e n obl iga tes , phys ic ians 

t o w r i t e p r e s c r i p t i o n s for t h e m . 

I n t h e s c o p e o f a few c e n t u r i e s W e s t e r n socie t ies w e r e 

t r a n s f o r m e d f r o m t h e o c r a c i e s t o d e m o c r a c i e s a n d t h e n 

t o p h a r m a c r a c i e s , t ha t is, t h e r a p e u t i c states. In s u c h states 

d e p r i v a t i o n s o f l i be r ty are r a t iona l i zed as h e a l t h m e a s ­

ures , i m p o s e d b y m e d i c a l a u t h o r i t i e s , a n d p e r c e i v e d as 

disease p r e v e n t i o n o r m e d i c a l t r e a t m e n t . (f|) 
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Freedom and the Hotel: 
T h e Lessons of the St. Nicholas and Statler 

B Y D A N I E L H A G E R 

Im a g i n e y o u w e r e a c o m m e r c i a l t rave ler o f a c e n t u ­

r y ago . Life w o u l d cons is t o f endless ha rdsh ip s , 

w o u l d n ' t it? P r i m i t i v e t r a n s p o r t a t i o n , p r i m i t i v e 

l o d g i n g s , p r i m i t i v e f o o d se rv ice . A g r u n g y dai ly g r i n d , 

t o b e sure . 

B u t t h a t p i c t u r e is i n a c c u r a t e . T h e h o t e l i n d u s t r y was 

in t h e m i d s t o f a t r a n s f o r m a t i o n w h o s e l egacy is still e v i ­

d e n t today. T h i s p rogress was a classic case 

o f f r e e - m a r k e t r e sponses t o p e r c e i v e d 

e c o n o m i c o p p o r t u n i t i e s . 

It was o c c u r r i n g d u r i n g t h e so -ca l l ed 

P r o g r e s s i v e E r a , w h i c h o s t e n s i b l y 

e m b o d i e d t h e b e l i e f t h a t g o v e r n m e n t s 

m u s t c l a m p d o w n h a r d o n bus iness t o 

p r e v e n t it f r o m d a m a g i n g " soc i e ty . "Today 

t h a t d o g m a is w i d e l y t a u g h t a n d a c c e p t ­

ed . A b r i e f v i e w o f h o t e l k e e p i n g in t h e 

ear ly 1900s c a n se rve as a n a n t i d o t e t o 

c o n t e m p o r a r y m i s r e p r e s e n t a t i o n s . 

T h e pages o f a t r a d e m a g a z i n e , The 

Hotel Monthly, d e p i c t v iv id ly t h e i n d u s ­

try's f a s t - c h a n g i n g n a t u r e . E d i t o r J o h n W i l l y a c k n o w l ­

e d g e d in " A T r i b u t e t o t h e T rave l ing M a n " (Apr i l 1906) 

t h a t th is life d i d i n d e e d en ta i l ha rdsh ips . H e w r o t e , " W e 

see h i m w a i t i n g in d ingy, dirty, u n c o m f o r t a b l e d e p o t s for 

t ra ins t h a t are h o u r s la te . . . " P a r t o f t h e p r o b l e m was 

t h e coa l - f i r ed s t e a m l o c o m o t i v e , w h i c h b y its n a t u r e 

b e l c h e d s m o k e e v e n in t h e conf ines o f la rge d e p o t s . S o o t 

was a fact o f t ravel life at t h a t t i m e . A n d w i t h o u t t h e 

availabil i ty ye t o f s e l f - o p e r a t e d veh ic les , t ravelers h a d t o 

a d a p t t o s c h e d u l e s d i r e c t e d b y o t h e r s , j u s t as " m a s s t r a n ­

s i t" forces t h a t inef f ic iency o n users today. 

T h e ra i l roads , b y s u p p l a n t i n g t h e r u d i m e n t a r y l a n d -

t r a n s p o r t a t i o n s y s t e m o f s t a g e c o a c h e s a n d w a g o n s a n d 

E.M. Statler 

of t en impassab le roads , fos te red t h e mass d i s t r i b u t i o n o f 

g o o d s t h r o u g h o u t t h e A m e r i c a n h i n t e r l a n d . T r a d e 

e x p a n d e d . N e w w e a l t h was c r e a t e d . E v e n in r e m o t e v i l ­

lages, r es iden ts g a i n e d access t o m e r c h a n d i s e f o r m e r l y 

e n j o y e d o n l y in u r b a n c e n t e r s . 

O n t h e f ron t l i nes o f th is d e v e l o p m e n t w e r e t h e 

u b i q u i t o u s c o m m e r c i a l t r a v e l e r s , t h e d e r b y - h a t t e d 

" d r u m m e r s , " as t h e y w e r e c o l l o q u i a l l y 

ca l l ed . T h e y f a n n e d o u t across t h e r a i l r o a d 

n e t w o r k l u g g i n g t h e i r h u g e t r u n k s full o f 

s a m p l e w a r e s t o s h o w loca l m e r c h a n t s 

a n d m a n u f a c t u r e r s . T o a c c o m m o d a t e 

t h e m , h o t e l s s p r a n g u p i n t h e d e c a d e s 

af ter t h e W a r B e t w e e n t h e S ta tes , e v e n in 

t o w n s as smal l as t w o t h o u s a n d . T h e 

h o t e l s f e a t u r e d " s a m p l e r o o m s , " w h e r e 

d r u m m e r s c o u l d set u p e x p a n s i v e d isplays 

o f t h e i r g o o d s . 

I n t h e ear ly days t h e i r l i v ing a c c o m m o ­

d a t i o n s w e r e n o t m u c h i m p r o v e d f r o m t h e 

1830s , w h e n " i n t h e l e a d i n g h o t e l in N e w 

Y o r k . . . s lops f r o m t h e r o o m s w e r e c a r r i e d t o t h e s t reet 

a n d e m p t i e d in t h e o p e n g u t t e r s " ( John J. B o h n , q u o t e d 

S e p t e m b e r 1 9 0 5 ) . T h e gues t w a s h e d f r o m a b o w l o f 

w a t e r p o u r e d f rom a p i t c h e r . F o r o t h e r f u n c t i o n s t h e r e 

was e i t h e r a c h a m b e r p o t u n d e r t h e b e d o r a p r i v y o u t 

b a c k . T h e b e d i tself m i g h t b e l i t t le m o r e c o m f o r t a b l e 

t h a n t h e b o a r d f loor. 

A l t h o u g h m a n y c i ty h o t e l s in t h e 1870s a n d 1880s 

offered i m p r o v e d s e r v i c e s — s u c h as t h e M c L u r e H o u s e 

i n W h e e l i n g , W V a . , a p r o s p e r o u s r ive r p o r t a n d ra i l road 
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D a n i e l H a g e r 

c e n t e r — t h e ba th less " a v e r a g e c o u n t r y h o t e l " o f t h e '80s 

still h a d "i ts to i l e t r o o m in t h e b a c k y a r d " a n d p r o v i d e d 

" c h e e r l e s s r o o m s a n d h u s k mat t resses infes ted w i t h 

Cimex lectularius" ( H e n r y J. B o h n , q u o t e d N o v e m b e r 

1 9 0 9 ) . 

C o m p e t i t i o n p r o d d e d m a n y h o t e l k e e p e r s t o u p g r a d e 

t h e i r e s t a b l i s h m e n t s , b u t s o m e w h o h e l d m o n o p o l i e s in 

t h e i r small t o w n s w e r e u n r e s p o n s i v e . T h e y p a i d t h e 

p r i c e , a c c o r d i n g t o Wil ly , n o t i n g t h a t " w h e r e t h e a c c o m ­

m o d a t i o n s are m i s e r a b l e . . . [ the t r ave l ing m a n ] m a y 

k i ck ; a n d s o m e t i m e s h e d o e s k i ck ; b u t m o r e o f t en h e 

m a k e s a q u i e t m e n t a l n o t e t o g ive t h e h o u s e o f p o o r 

a c c o m m o d a t i o n s as l i t t le o f his p a t r o n a g e as h e poss ib ly 

can , a n d t o a r r a n g e his r o u t e t o g ive as 

m u c h o f his t i m e as h e c a n t o t h e 

h o u s e t h a t s tud ies his c o m f o r t " (Apr i l 

1 9 0 6 ) . 

O n e fea ture o f i m p r o v e m e n t in t h e 

la te 1800s was s t e am h e a t . S t a n d a r d 

p r a c t i c e p r e v i o u s l y was an ex t ra c h a r g e 

for a s tove fire i n t h e r o o m o r o u t i n 

t h e ha l l . T h e n s o m e h o t e l s b e g a n 

o f f e r ing free s t e a m h e a t , W i l l y w r o t e , a n d t h e l aggard 

l a n d l o r d " h a d t o e i t h e r h a v e fires o r p u t i n a s t e a m h e a t 

p l a n t a n d fu rn i sh free h e a t , t o k e e p his t r a d e " ( F e b r u a r y 

1 9 0 7 ) . 

I n t h e 1890s , h e a d d e d , " h o t a n d c o l d r u n n i n g w a t e r 

i n t h e r o o m s was s e l d o m f o u n d ; n o w , p rac t ica l ly all t h e 

n e w h o u s e s t h a t are bu i l t h a v e this des i rab le fea ture as a 

m a t t e r o f c o u r s e " ( F e b r u a r y 1 9 0 7 ) . 

A D e c a t u r , I l l inois , Review r e p o r t e r t r a c e d a d d i t i o n a l 

d e v e l o p m e n t s in a n ar t ic le o n t h a t city's St. N i c h o l a s 

H o t e l . H e w r o t e : 

S t e a m h e a t c a m e a n d e v e r y b o d y h a d w a r m t h . 

T h e n it was neces sa ry t o g o o n a n d ge t s o m e t h i n g 

else. T h e b a t h was o r d e r e d as an ex t ra . P e o p l e o n t h e 

r o a d g o t t o l e a r n t h a t t h e b a t h was m o r e t h a n a l u x ­

ury, t h a t it was s o m e t h i n g t h e y n e e d e d . Af ter a l i t t le 

w h i l e t h e y g o t t h e b a t h hab i t , a n d o n c e c o n t r a c t e d it 

c a n n e v e r b e s h a k e n . T h e r e are n o w m a n y m e n o n t h e 

r o a d w h o w o u l d r a t h e r pay ex t r a m o n e y for a b a t h 

t h a n for flourishes o n t h e t a b l e . T h e resul t n o w is t ha t 

at least a t h i r d o f t h e gues ts call for a r o o m w i t h a 

b a t h . . . . [ T ] h e bes t r o o m s are always sure t o g o first." 

Electricity was a 
revolutionary 
technology for 
hotelkeepers. 

T h e c h a n g e h a d b e e n r e m a r k a b l e : " O l d p a t r o n s o f 

t h e h o u s e wi l l call for a r o o m w i t h b a t h , a n d if t h e y c a n ­

n o t ge t o n e t h e y wil l e v e n g o t o s o m e o t h e r p lace a n d 

h u n t o n e . S o m e o f t h e s a m e p e o p l e fifteen years ago 

ha rd ly t h o u g h t it w o r t h w h i l e t o o r d e r a f i re" ( q u o t e d 

J u n e 1905) . 

E l e c t r i c i t y was a r e v o l u t i o n a r y t e c h n o l o g y for h o t e l -

k e e p e r s . W i l l y t i t led his r e p o r t o n a visit t o W e s t e r n E l e c ­

t r i c C o m p a n y ' s 6 , 0 0 0 - w o r k e r C h i c a g o - a r e a f ac to ry 

"E lec t r i c i ty , t h e M o s t Usefu l H o t e l S e r v a n t " (Augus t 

1908) . " I n c a n d e s c e n t e l ec t r i c l ights are n o w in universa l 

use ," a n d " N o w nea r ly eve ry h o t e l o f i m p o r t a n c e has 

t e l e p h o n e in eve ry r o o m " ( F e b r u a r y 1907) . Still air was 

s t i r red by e lec t r i c fans. D o w n in t h e 

k i t c h e n a h o s t o f app l iances c o u l d b e 

p l u g g e d in , i n c l u d i n g t h e m o d e r n 

m e c h a n i c a l d i shwasher . 

W i l l y l a u n c h e d i n t o g r a n d i l o ­

q u e n c e over t h e r e c e n t advances in 

l o d g i n g facilities: " T h e grea t h o t e l -

k e e p e r s o f A m e r i c a have b e e n c h a r a c ­

t e r i z e d as ' C a p t a i n s o f C r e a t o r s o f 

C r e a t u r e C o m f o r t s ' " ( F e b r u a r y 1907) . 

Higher Rates Too 

Wi th t h e a d d e d c o m f o r t features c a m e h i g h e r r o o m 

rates . R i s i n g p r i ce s in o t h e r bus iness sec tors also 

l ed t o an a p p a r e n t " i n c r e a s e d cost o f l iv ing," W i l l y n o t e d . 

Actual ly , h e p o i n t e d o u t , c o n s u m e r s w e r e g e t t i n g m o r e 

for t h e i r m o n e y t h a n ever as "a t h o u s a n d a n d o n e l u x u ­

r ies u n d r e a m e d o f fifty years a g o " h a d b e c o m e " c o m ­

m o n a n d c o n s i d e r e d necessi t ies : if w e c o u l d ge t a l o n g 

w i t h t h e s imp le r e q u i r e m e n t s o f fifty years ago, t h e cost 

o f l iv ing w o u l d b e dec rea sed t o p r o b a b l y ha l f o f w h a t 

n o w preva i l s " ( M a r c h 1908) . 

M e a n w h i l e t h e e n t r e p r e n e u r i a l spir i t was restlessly at 

w o r k s e e k i n g t o r e d u c e costs a n d p r i ces . T h e era's c h i e f 

h o t e l g e n i u s in this r ega rd was E l l s w o r t h M i l t o n Stat ler 

(1863—1928) , w h o s e life is r e c o u n t e d in an a u t h o r i z e d 

b i o g r a p h y by F loyd Mi l le r , Statler:America's Extraordinary 

Hotelmau. E . M . Sta t ler g r e w u p in B r i d g e p o r t , O h i o , 

across t h e O h i o R i v e r f r o m W h e e l i n g . H e w e n t t o w o r k 

at 9 years o ld , f e e d i n g a fiery oven in a glass factory, b u t 

b e c a m e cap t iva ted by t h e g l i t te r o f t h e M c L u r e H o u s e , 

w h e r e h e n a g g e d his w a y i n t o a b e l l h o p j o b at 1 3 . A t 14 
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F r e e d o m a n d t h e H o t e l : T h e L e s s o n s o f t h e S t . N i c h o l a s a n d S t a t l e r 

h e was h e a d b e l l h o p , at 16 n i g h t m a n a g e r , at 18 c h i e f 

c l e rk as we l l as lessee o f its fai l ing b i l l ia rd par lo r , w h i c h 

h e t u r n e d i n t o a m o n e y m a k e r . F r o m his t e e n s h e filled 

n o t e b o o k s w i t h ideas for i m p l e m e n t i n g la ter in his o w n 

h o t e l s . A l r e a d y at 15 h e u n d e r s t o o d t h e r o u t e t o success 

u n d e r c a p i t a l i s m — s e r v i n g c u s t o m e r s we l l . A p e t t y staff-

s t i m u l a t e d a r g u m e n t l ed t o a mif fed guest 's d e p a r t u r e 

a n d p r o m p t e d t h e y o u n g s t e r t o w r i t e i n his n o t e b o o k , 

" T h e gues t is always r i g h t . " 

Af ter success w i t h a massive t e m p o r a r y h o t e l at t h e 

1 9 0 4 L o u i s i a n a P u r c h a s e E x p o s i t i o n in St. L o u i s , S ta t le r 

h a d e n o u g h capi ta l for a p e r m a n e n t 

p ro j ec t . H e c h o s e Buffalo , w h e r e h e still 

p rof i tab ly o p e r a t e d a h u g e r e s t au ran t . 

H e d e s i g n e d his 3 0 0 - r o o m h o t e l h i m ­

self a p p l y i n g t h e bes t ideas f rom his 

n o t e b o o k . It was t h e first in h i s t o r y t o 

have a p r i v a t e b a t h in eve ry r o o m . H e 

ver t ica l ly s t acked his r o o m s a n d p l a c e d 

b a t h r o o m s in e a c h b a c k t o b a c k s e rved 

b y a c o m m o n shaft r u n n i n g f r o m t h e 

b o t t o m f loor t o t h e roof. E a c h shaft 

c o n t a i n e d all n e e d e d p l u m b i n g a n d 

h e a t i n g p ipe s a n d e lec t r i ca l c o n d u i t s . 

B e h i n d e a c h b a t h r o o m m i r r o r was a 

m a i n t e n a n c e p o r t . T h a t eff ic iency a n d 

o t h e r s f r o m his fer t i le m i n d r e d u c e d c o n s t r u c t i o n costs 

so m u c h t h a t S ta t le r d e v e l o p e d a s logan t h a t h i t c o m ­

p e t i t o r s l ike a t h u n d e r b o l t : " A r o o m a n d a b a t h for a 

do l la r a n d a half." O t h e r h o t e l s w i t h i n f e r i o r a c c o m ­

m o d a t i o n s w e r e c h a r g i n g as m u c h as t h r e e dol lars a 

n i g h t . 

H e o p e n e d his h o t e l i n J a n u a r y 1 9 0 8 , a n d t h e i n d u s ­

t r y was n e v e r t h e s ame . W i l l y w r o t e t h e n e x t year , " T h e 

n e w c o m m e r c i a l ho t e l s are n o w m o s t l y p l a n n e d t o r 

r o o m s w i t h p r i v a t e b a t h " (June 1 9 0 9 ) . Travelers c o u l d 

n o w live as we l l as at h o m e if n o t be t t e r . T h e "S ta t l e r 

p l u m b i n g shaf t" b e c a m e a s t anda rd fea ture in b u i l d i n g 

c o n s t r u c t i o n (Statler). O t h e r h o t e l m e n r e f e r r ed t o h i m as 

"S t a t l e r t h e S t a r t l e r " a n d i n v e n t e d a n e w ve rb , " t o S ta t -

le r ize . " 

As h e e x p a n d e d his c h a i n t o C l e v e l a n d , D e t r o i t , 

St. L o u i s , N e w Y o r k , a n d B o s t o n , Stat ler 's i n t e n s i v e 

e m p l o y e e - t r a i n i n g p r o g r a m s in c u s t o m e r sa t is fac t ion 

ra i sed t h e s t a n d a r d t h r o u g h o u t t h e i ndus t ry . A p l a q u e at 

C o r n e l l U n i v e r s i t y in I t haca , N . Y . , p r e se rves a S ta t le r 

q u o t a t i o n : "Li fe is s e rv i ce . T h e o n e w h o p rogresses is 

t h e o n e w h o gives his f e l low m e n a l i t ­

t le m o r e , a l i t t le b e t t e r s e rv ice . " 

The Hotel Monthly p r o v i d e d a s h a r p 

con t r a s t after A m e r i c a n h o t e l o w n e r 

A l b e r t P i c k Jr . v i s i t ed t h e Sov ie t U n i o n 

in 1 9 5 7 . H e r e p o r t e d tha t h o t e l s t h e r e 

w e r e " o v e r p o p u l a t e d " w i t h ineff ic ient 

w o r k e r s w h o " d o n o t s e e m t o b e we l l 

t r a i ned . " H o t e l fu rn i sh ings w e r e t y p i ­

cally " r a t h e r s tark, c o l d a n d u n a t t r a c ­

t ive; t h e f u r n i t u r e was heavy." H i s p a r t y 

s tayed at a f i ve -yea r -o ld M o s c o w h o t e l 

w i t h r o o m s f u r n i s h e d in a n o r n a t e 

n i n e t e e n t h - c e n t u r y s ty le i n w h i c h 

" n o t h i n g goes w i t h a n y t h i n g else." 

H o t e l s l a c k e d p u r c h a s i n g d e p a r t m e n t s : " M a n a g e m e n t 

has n o o p p o r t u n i t y t o n e g o t i a t e p r i c e , qua l i t y o r d e l i v ­

e r y d a t e o n any o f its r e q u i r e m e n t s . In s t ead , e v e r y t h i n g 

n e e d e d is r e q u i s i t i o n e d b y t h e h o t e l f r o m t h e state, a n d 

a p p a r e n t l y t h e s tate d e c i d e s w h a t t h e h o t e l shall have ." 

E v e n in t h e M o s c o w h o t e l , o n e o f t h e city's bes t , " s o far 

as t h e f o o d a n d se rv i ce go , it falls far s h o r t o f w h a t w e 

are a c c u s t o m e d t o in t h e average A m e r i c a n c o m m e r c i a l 

h o t e l " ( D e c e m b e r 1 9 5 7 ) . 

W h a t m o r e n e e d s t o b e said? @ 

Buffalo Statler Hotel 
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I t has b e e n p r o p o s e d t h a t g o v e r n m e n t assistance p r o ­

g r a m s l ike p r e s c r i p t i o n d r u g s s h o u l d b e p r o v i d e d 

o n l y t o t h o s e w h o e a r n less t h a n a c e r t a i n i n c o m e . 

T h e fate o f s u c h a p o l i c y can b e p r e d i c t e d f r o m w h a t has 

h a p p e n e d t o M e d i c a i d . I n t e n d e d t o p r o v i d e m e d i c a l care 

for t h e p o o r , M e d i c a i d has b e c o m e " i n h e r i t a n c e p r o t e c ­

t i o n l o r t h e c h i l d r e n o f w e l l - o f f sen io rs . " ' N o r e t i r e m e n t 

p l a n is c o m p l e t e w i t h o u t a s c h e m e for h i d i n g assets a n d 

i n c o m e in o r d e r t o qual ify for M e d i c a i d . A m e a n s test 

for o t h e r benef i t s wi l l l ead t o a vast e x p a n s i o n o f t h e 

" e l d e r l a w " i n d u s t r y a n d t o e v e r - m o r e i n g e n i o u s 

s c h e m e s for c o n c e a l i n g w e a l t h . 

L o r d B o l i n g b r o k e said tha t h i s t o r y is p h i l o s o p h y 

t a u g h t b y e x a m p l e . T h e p h i l o s o p h y b e h i n d M e d i c a i d 

a n d its relat ives is " t o each a c c o r d i n g t o his n e e d , " a n d 

t h e h i s t o r y o f t hese p r o g r a m s suggests this p h i l o s o p h y is 

b a d l y f lawed. B a c k w h e n m o s t o f t h e A m e r i c a n wel fare 

s tate was still in t h e p l a n n i n g s tage, M i l t o n F r i e d m a n 

p o i n t e d t o t h e n a t u r e o f th is flaw w i t h t w o parab les . T h e 

first t o l d a b o u t t h r e e R o b i n s o n C r u s o e s , o n e w h o l a n d ­

e d o n a n isle o f p l e n t y a n d t h e o t h e r t w o w h o f o u n d 

t h e i r s t r ugg l e for surv iva l difficult. T h e s e c o n d pa rab le 

w a s a b o u t t h e c h a n c e d i s cove ry o f a t w e n t y - d o l l a r bi l l . 

I n b o t h cases, F r i e d m a n said, w e m i g h t a p p l a u d t h e fo r ­

t u n a t e p a r t y if h e c h o s e t o share his a b u n d a n c e , b u t in 

n e i t h e r case w o u l d w e b e w e l l adv i sed t o insist t ha t h e 

d o so. " A r e w e p r e p a r e d t o u r g e o n ourse lves o r o u r fel­

l o w s t h a t any p e r s o n w h o s e w e a l t h e x c e e d s t h e average 

o f all p e r s o n s in t h e w o r l d s h o u l d i m m e d i a t e l y d i spose 

o f t h e excess by d i s t r i b u t i n g it equa l l y t o all t h e rest o f 

t h e wor ld ' s i n h a b i t a n t s ? . . . [A] un iversa l ' p o t l a t c h ' w o u l d 

m a k e a c iv i l ized w o r l d imposs ib l e . " 2 

T h e p r i n c i p l e o f forc ible r e d i s t r i b u t i o n , this is t o say, 

d o e s n o t a l l ow for un iversa l a p p l i c a t i o n . F r i e d m a n 

m e a n t o n l y tha t h u m a n n a t u r e b e i n g w h a t it is, r ed i s t r i ­

b u t i o n s c h e m e s n e v e r w o r k o u t as p l a n n e d . H e said t h e y 

are imprac t i ca l , b u t specifically refused to a t t ack t h e e t h ­

ical f o u n d a t i o n o n w h i c h t h e y are bui l t . T w o c e n t u r i e s 

earl ier , I m m a n u e l K a n t h a d said tha t , m o r e t h a n m e r e l y 

imprac t i c a l , any p r i n c i p l e tha t does n o t a l low for u n i ­

versal a p p l i c a t i o n is f u n d a m e n t a l l y i m m o r a l . It is t i m e to 

t ake a n o t h e r l o o k at K a n t a n d t o c o n s i d e r w h a t h e 

w o u l d tell legis la tors w h o t h i n k t h e y can solve social 

p r o b l e m s b y t a k i n g t h e w e a l t h o f s o m e a n d g i v i n g it to 

o t h e r s . 

K a n t was b o r n in Pruss ia in 1 7 2 4 , a year after A d a m 

S m i t h was b o r n in S c o t l a n d . H i s fa ther was a saddler , a n d 

for all his life K a n t d isplayed t h e c o m m o n s e n s e a t t i tudes 

o f a small e n t r e p r e n e u r . H i s w r i t i n g is filled w i t h c a t c h -

phrases h e m u s t have p i c k e d u p at t h e family d i n n e r 

table : " C o n t r a c t n o d e b t for w h i c h y o u c a n n o t g ive 

s e c u r i t y " ; " b e thrifty, t h e n , so tha t y o u wi l l n o t b e c o m e 

d e s t i t u t e " ; " b e n o m a n ' s l a c k e y " ; 3 " h e w h o w o u l d l ike t o 

eat b r e a d s h o u l d c o n t r i v e a mi l l . " 4 La te r in his life his 

bes t f r iends w e r e b u s i n e s s m e n , a n d h e l iked t o use 

express ions h e h a d p i c k e d u p f rom t h e m . 5 H e desc r ibes 

o n e a r g u m e n t as pa r t i cu la r ly w e a k by saying it is l ike a 

m e r c h a n t t r y i n g t o " i m p r o v e his f inancial state b y a d d i n g 

a f ew zeroes t o his cash balance." ' ' 

H e rece ived his d o c t o r a t e in 1 7 5 5 a n d was a l lowed to 

l e c t u r e as " p r i v a t e t e a c h e r " (Privatdozent), w h i c h m e a n t 

h e h a d n o official p o s i t i o n b u t c o u l d e a r n as m u c h as his 

s t u d e n t s w e r e w i l l i n g t o pay. A d a m S m i t h , w h o h a d 

s o m e fami l ia r i ty w i t h t h e univers i t ies o f t h e t i m e , said 
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T h e I m m o r a l i t y o f R e d i s t r i b u t i o n 

t h a t professors w h o c o u l d re ly o n a salary s h o w e d li t t le 

c o n c e r n for t h e qua l i ty o f t h e i r l ec tu res . T h e o n l y o n e s 

w h o ever b e c a m e g o o d i n s t r u c t o r s w e r e t h o s e w h o w e r e 

en t i r e ly d e p e n d e n t o n t h e fees p a i d b y t h e i r s t u d e n t s . 7 

K a n t fell i n t o t h e la t te r ca t egory , m a s t e r e d t h e ar t o f 

t e a c h i n g , a n d f o u n d his classes full . 8 

K a n t was in fact s o m e t h i n g o f a n e d u c a t i o n a l e n t r e ­

p r e n e u r . T h e w o r k o f a Privatdozent t e n d e d t o b e less 

t h a n h i g h l y r e m u n e r a t i v e ; few c o u l d afford t o e n g a g e in 

it w i t h o u t s o m e o t h e r s o u r c e o f i n c o m e . g K a n t c o m ­

p e n s a t e d b y m a i n t a i n i n g a careful b u d g e t a n d t e a c h i n g a 

la rge n u m b e r o f classes. H e c o u l d b e c o m e q u i c k l y 

e x p e r t in a n y field h e c h o s e a n d t h e r e f o r e c o u l d ta lk 

a b o u t a n y t h i n g i n w h i c h t h e p e o p l e o f K o n i g s b e r g 

m i g h t b e in te res t ed . 1 " E c o n o m i c s was o n e t h e subjec ts 

o n w h i c h h e l e c t u r e d , " a n d in The Metaphysics of Morals 

h e specifically refers t o A d a m S m i t h . 1 2 

I n 1 7 7 0 K a n t b e c a m e a p rofessor o f 

p h i l o s o p h y at t h e U n i v e r s i t y o f K o n i g s ­

b e r g a n d b e g a n t h e w o r k t h a t m a d e h i m 

f a m o u s . U p t o this p o i n t his p r i m a r y 

in teres ts h a d b e e n s c i e n c e a n d m a t h e ­

ma t i c s . W i l l a n d A r i e l D u r a n t have g o n e 

so far as t o say t h a t i f h e w e r e r e m e m ­

b e r e d for w h a t h e d id in t h e first ha l f o f 

his life, h e w o u l d b e r e m e m b e r e d as a 

sc ien t i s t . 1 3 Af ter t h e p u b l i c a t i o n o f Cri­

tique of Pure Reason, his n a m e b e c a m e 

a l m o s t a s y n o n y m for p h i l o s o p h y . 1 4 T h e 

size o f his a c h i e v e m e n t m a y b e m e a s ­

u r e d by t h e fact t h a t o f t h e 15 v o l u m e s 

in a p a p e r b a c k p r i n t i n g o f F r e d e r i c k C o p l e s t o n ' s History 

of Philosophy, all o f o n e v o l u m e a n d m o s t o f a n o t h e r are 

a b o u t K a n t . C o p l e s t o n , a Je su i t a n d a n A r i s t o t e l i a n , 

d e v o t e s m o r e space t o K a n t t h a n t o T h o m a s A q u i n a s a n d 

A r i s t o t l e c o m b i n e d . 

Kan t ' s f a m o u s a n d w i d e l y m i s u n d e r s t o o d t h e o r y o f 

k n o w l e d g e n o t w i t h s t a n d i n g , h e was n o t i n t e r e s t e d p r i ­

m a r i l y in h o w w e l e a r n a b o u t e x t e r n a l reality. H i s c e n ­

tral c o n c e r n was e th ics . T h e q u e s t i o n , " W h a t c a n I 

k n o w ? " h e said, was " m e r e l y s p e c u l a t i v e " a n d d e s e r v e d 

a t t e n t i o n o n l y for t h e sake o f t w o vastly m o r e i m p o r t a n t 

q u e r i e s : " W h a t s h o u l d I d o ? " a n d " W h a t m a y I h o p e ? " 1 5 

H e w a n t e d t o s h o w t h a t m o r a l i t y has a c l a im o n us e v e n 

in t h e a b s e n c e o f pe r f ec t k n o w l e d g e . 1 6 

Immanuel Kant (1724-1804) 

K a n t said t h e r e are t w o ways in w h i c h w e can l e a r n 

a b o u t mora l i ty . First , w e c a n w a t c h w h a t p e o p l e d o ; h e 

calls this t h e s t u d y o f "p rac t i ca l a n t h r o p o l o g y . " ' 7 If w e 

t ake this a p p r o a c h , w e s o o n find it is difficult t o separa te 

m o r a l i t y f r o m t h e o t h e r fac tors t h a t c o m e i n t o play. T w o 

different p e o p l e m a y b e d o i n g en t i r e ly different t h i n g s , 

a n d b o t h o f t h e m m a y s e e m t o b e g e t t i n g away w i t h it. 

T w o soc ie t ies f o l l o w i n g v e r y diss imilar social po l ic ies 

m a y b o t h b e p r o s p e r o u s . S o m e t h i n g m a y s e e m t o w o r k 

at o n e t i m e b u t n o t at a n o t h e r . T h i s is t h e p r o b l e m tha t 

L u d w i g v o n Mises refers t o as " c o m p l e x p h e n o m e n a . " ' 8 

T h e th r eads o f c a u s a t i o n i n t e r t w i n e , a n d it is i m p o s s i b l e 

t o b e sure a b o u t w h i c h is d e t e r m i n a t i v e for w h a t e v e r w e 

m a y b e s t u d y i n g . 

T h e o t h e r a p p r o a c h , a n d as far as K a n t was c o n ­

c e r n e d t h e o n l y a c c e p t a b l e a p p r o a c h , was log ica l a n a l y ­

sis. H e w a n t e d t o d o m o r e , h o w e v e r , 

t h a n s imp ly abs t rac t f r o m t h e pa r t i cu l a r s 

a n d a r r i ve at g e n e r a l i z a t i o n s . T h e a n a l y ­

sis o f e m p i r i c a l da ta has its p l ace , h e said 

( r e m e m b e r his ear ly ca ree r i n s c i ence 

a n d m a t h e m a t i c s ) , b u t it is a p o o r t o o l 

for t h e e x a m i n a t i o n o f e th ica l s tandards . 

M o r a l p h i l o s o p h y seeks t o d i s cove r 

" w h a t ought to happen, e v e n if it n e v e r 

d o e s h a p p e n . " ' 9 ( E v e n if e x p e r i e n c e has 

t a u g h t us t h a t all m e n are liars, still w e 

k n o w w e o u g h t t o tell t h e t r u t h . ) W e 

can address t h e c o r e issues o f m o r a l i t y 

o n l y b y m e a n s o f d i s c ip l i ned log ic . 2 " 

Law of Non-Contradiction 

Th e i n d i s p e n s a b l e t o o l is t h e l aw o f n o n - c o n t r a d i c ­

t i o n . E v e r y freely c h o s e n b e h a v i o r , K a n t said, gives 

e x p r e s s i o n t o s o m e g e n e r a l p r i n c i p l e . H e re fe r red t o 

g e n e r a l p r i n c i p l e s o f this k i n d as " m a x i m s . " H e said tha t 

if t h e m a x i m u n d e r l y i n g a p a r t i c u l a r a c t i o n c o u l d b e 

un iversa l ly app l i ed , t h e a c t i o n is m o r a l . I f a un ive r sa l 

a p p l i c a t i o n o f t h e u n d e r l y i n g m a x i m w o u l d r u n i n t o t h e 

l a w o f n o n - c o n t r a d i c t i o n , t h e a c t i o n is i m m o r a l . T h u s 

Kan t ' s C a t e g o r i c a l I m p e r a t i v e is t o act o n l y a c c o r d i n g t o 

m a x i m s t h a t c an b e un iversa l ly app l i ed . 

S u p p o s e , for e x a m p l e , t ha t I a m h a v i n g financial dif­

ficulties a n d k n o w I c a n ga in s o m e re l ie f b y w r i t i n g a 

b a d c h e c k . T h e u n d e r l y i n g m a x i m is t h a t it is a c c e p t a b l e 
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t o w r i t e c h e c k s e v e n if o n e k n o w s t h e m o n e y in one ' s 

a c c o u n t is insuff ic ient t o c o v e r t h e m . If e v e r y o n e w e r e 

t o live a c c o r d i n g t o this m a x i m , m e r c h a n t s a n d c r ed i to r s 

w o u l d b e g i n t o d e m a n d cash. If t h a t w e r e t h e case, I 

c o u l d n o t ge t m y s e l f o u t o f m y p r e s e n t straits by w r i t i n g 

a b a d c h e c k , b e c a u s e n o o n e w o u l d a c c e p t i t . 2 1 If I t ake 

t h e t r o u b l e t o t h i n k , I wi l l see t h a t if it w e r e u n i v e r s a l ­

i zed , m y m a x i m w o u l d s t u m b l e ove r t h e l aw o f n o n ­

c o n t r a d i c t i o n . T h e b e h a v i o r t o w h i c h it gives r ise is 

t h e r e f o r e i m m o r a l . 

W i d e l y a c c e p t e d s tandards t h a t fail t h e test o f K a n t ­

ian m o r a l i t y su rv ive b e c a u s e t h e y are n e v e r c a r r i e d t o 

t h e i r log ica l c o n c l u s i o n . T h i s d o e s n o t m e a n t h e y are n o t 

d a n g e r o u s . K a n t gave t h e e x a m p l e o f f i gh t ing due l s , t h e 

m a x i m o f w h i c h is t h a t y o u m a y kill a n y o n e w h o 

offends y o u . If un ive r sa l i zed , this m a x i m w o u l d lead 

q u i c k l y t o t h e e l i m i n a t i o n o f eve ry p o t e n t i a l o f f ende r 

( i n c l u d i n g yourself ) a n d t h e r e f o r e t o t h e d i s a p p e a r a n c e 

o f d u e l i n g , n o t t o m e n t i o n t h e 

d e s t r u c t i o n o f soc ie ty . 2 2 T h e c u s t o m 

c o u l d su rv ive o n l y b e c a u s e relat ively 

f e w p e o p l e ever r e s o r t e d t o it. 

R e d i s t r i b u t i o n po l i c ies are m o r e 

d a n g e r o u s t h a n d u e l i n g b e c a u s e t h e y 

have b e c o m e m o r e w i d e l y a c c e p t e d . 

E v e n t h e re la t ively w e a l t h y (as in t h e 

case o f M e d i c a r e ) have l e a r n e d t o t ake 

t h e s e po l i c i e s for g r a n t e d . T h e y h a v e 

l e a r n e d t o a c c e p t t h e m a x i m " T o e a c h 

a c c o r d i n g t o his n e e d " w i t h o u t s t o p p i n g t o real ize t h a t 

t h e p o i n t at w h i c h it b e c o m e s a un iversa l p r i n c i p l e of 

a c t i o n w i l l b e t h e p o i n t at w h i c h t h e d i v o r c e b e t w e e n 

p r o d u c t i o n a n d c o n s u m p t i o n is finalized. B u t it is 

i m p o s s i b l e t o c o n s u m e w h a t has n o t b e e n p r o d u c e d . 

L i k e w r i t i n g b a d c h e c k s a n d d u e l i n g , t h e wel fa re state is 

i m m o r a l b e c a u s e t h e m a x i m o n w h i c h it is ba sed r u n s 

h e a d l o n g i n t o t h e l a w o f n o n - c o n t r a d i c t i o n . 

T h i s l ine o f r e a s o n i n g bypasses t h e admin i s t r a t i ve 

q u e s t i o n s o f h o w to iden t i fy t h e " n e e d y " a n d o f h o w to 

set u p t h e a p p a r a t u s t o p r o v i d e for t h e m . It s teps ove r t h e 

p r o b l e m s o f p e r v e r s e i ncen t i ve s a n d bu reauc racy . It 

avoids t h e e c o n o m i s t ' s t r ad i t i ona l c o n c e r n w i t h eff ic ien­

cy. It agrees w i t h t h o s e w h o a r g u e t h a t t h e wel fare state 

is i m p r a c t i c a l b u t insists t ha t this imprac t i c a l i t y is t h e 

resul t o f s o m e t h i n g d e e p e r . T h e r e d i s t r i b u t i o n o f w e a l t h 

is i m m o r a l , it says, a n d n o t h i n g i m m o r a l is l ikely t o w o r k 

wel l in p rac t i ce . 

In con t r a s t t o t h e p r i n c i p l e o n w h i c h t h e welfare 

state is bu i l t , t h e m a x i m o f capi ta l i sm m e e t s t h e test o f 

e c o n o m i c eff iciency prec ise ly b e c a u s e it m e e t s t h e test 

o f K a n t i a n mora l i ty . M i l t o n F r i e d m a n desc r ibes t h e c a p ­

italistic e th i c as " T o e a c h a c c o r d i n g t o w h a t h e a n d t h e 

i n s t r u m e n t s h e o w n s p r o d u c e s . " 2 3 T h e p r i n c i p l e is m o r a l 

b e c a u s e it can b e un iversa l i zed w i t h o u t r u n n i n g i n t o t h e 

l aw o f n o n - c o n t r a d i c t i o n . A soc ie ty can en joy t h e e c o ­

n o m i c c o m f o r t o f k n o w i n g its b o o k s are b a l a n c e d o n l y 

if it enjoys also t h e m o r a l assurance o f k n o w i n g it has 

p a i d for e v e r y t h i n g it has rece ived . 

The Second Formula 

K 

The principle of 
forcible redistribu­
tion, this is to say, 
does not allow for 
universal application 

an t w o u l d say r e d i s t r i b u t i o n is i m m o r a l b e c a u s e t h e 

m a x i m o n w h i c h it is based c o u l d n o t b e u n i v e r ­

sally app l i ed w i t h o u t r u n n i n g i n t o t h e l aw o f n o n - c o n ­

t r a d i c t i o n . T h e wel fare state is i m m o r a l 

also b e c a u s e it a l lows t h e r e c i p i e n t t o 

m a k e d e m a n d s o n t h e t axpayer w i t h ­

o u t p r o v i d i n g t h e t axpayer w i t h an 

e q u i v a l e n t v a l u e . R e d i s t r i b u t i o n is 

i m m o r a l , m o r e general ly , b e c a u s e it 

a l lows o n e p e r s o n to t reat a n o t h e r as a 

m e a n s t o t h e first pe r son ' s ends . 

"Act so that you use humanity, as much 

in your own person as in the person of 

every other, always at the same time as end 

and never merely as means'1: K a n t said this is a n o t h e r w a y 

t o f o r m u l a t e t h e C a t e g o r i c a l I m p e r a t i v e . 2 4 H e h a d b e e n 

c a r r i e d t o t h e ear l ier f o r m u l a t i o n by t h e c o n v i c t i o n tha t 

t h e h u m a n m i n d can d e m o n s t r a t e t h e results o f any 

m a x i m ' s h a v i n g b e c o m e a universa l p r i n c i p l e o f a c t i on . 

As t h e o n l y t h i n g in t h e u n i v e r s e tha t is t h u s capable o f 

d i s t i n g u i s h i n g b e t w e e n r i g h t a n d w r o n g , i n t e l l i gence 

d e m a n d s u l t i m a t e respect : "Rational nature exists as an end 

in itself"2^ a n d m u s t n e v e r b e t r e a t e d m e r e l y as a m e a n s 

to s o m e o t h e r e n d . If t h e m a x i m tha t y o u can t reat o t h ­

ers as n o m o r e t h a n m e a n s t o y o u r o w n ends w e r e u n i ­

versa l ized , e ach p e r s o n w o u l d t reat eve ry o t h e r as n o 

m o r e t h a n a m e a n s . In this s i tua t ion , eve ry r a t iona l m i n d 

w o u l d b e p r e o c c u p i e d w i t h d e f e n d i n g itself f rom t h e 

o n s l a u g h t o f eve ry o t h e r r a t iona l m i n d , a n d soc ie ty 

w o u l d d i s in t eg ra te . 
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T h e I m m o r a l i t y o f R e d i s t r i b u t i o n 

W e c a n avo id this u n f o r t u n a t e c o n c l u s i o n , K a n t said, 

o n l y if e a c h aspires, "as m u c h as h e can , t o f u r t h e r t h e 

ends o f o t h e r s . " 2 6 T h e i n d i v i d u a l i n t e l l i g e n c e is at its c o r e 

t h e capac i ty for s e l ec t i ng f r o m a m o n g t h e v a r i o u s p u r ­

poses t o w h i c h it c a n c o m m i t itself. 2 7 It is i n c a p a b l e o f 

s e e k i n g e n d s o t h e r t h a n its o w n . To a r g u e a n y t h i n g else 

is t o r u n i m m e d i a t e l y i n t o t h e l a w o f n o n - c o n t r a d i c t i o n . 

T h e h u m a n m i n d rises t o t h e level o f m o r a l i t y w h e n it 

l ea rns t o s eek its o w n e n d s b y p r o v i d i n g o t h e r s w i t h t h e 

m e a n s t o t h e i r e n d s . 

T h i s is exac t ly w h a t h a p p e n s in v o l u n t a r y e x c h a n g e . 

A d a m Smi th ' s f a m o u s l y se l f - in te res t ed b u t c h e r a n d 

b a k e r w e r e s e e k i n g t h e i r o w n e n d s : t h e y w a n t e d t o 

r e p l e n i s h t h e i r i n v e n t o r i e s , p r o v i d e for 

t h e i r f a m i l i e s , a n d set a s ide s o m e 

m o n e y for r e t i r e m e n t . T h e i r equa l l y 

se l f - in te res ted c u s t o m e r s w e r e l o o k i n g 

for s o m e t h i n g t o p u t o n t h e tab le at 

d i n n e r t i m e . T h e t w o b u s i n e s s m e n w e r e 

a t t e m p t i n g t o ge t w h a t t h e y w a n t e d b y 

p r o v i d i n g for t h e n e e d s o f t h o s e w h o 

c a m e i n t o t h e i r shops . T h e m e m b e r s o f 

t h e i r c l i en te l e w e r e a t t e m p t i n g t o ge t 

w h a t t h e y w a n t e d b y p r o v i d i n g funds 

t o k e e p t h e b u t c h e r a n d b a k e r in b u s i ­

ness . E a c h p a r t y t o e v e r y t r a n s a c t i o n 

p u r s u e d his e n d s b y a d v a n c i n g t h e e n d s 

o f t h e o t h e r par ty . 

T h e i m m o r a l i t y o f r e d i s t r i b u t i o n 

lies i n t h e e l i m i n a t i o n o f this mu tua l i t y . 

T h e v o t e r seeks t o u se t h e t axpaye r as a 

m e a n s t o t h e vo te r ' s f inancia l s e c u r i t y 

w i t h o u t at t h e s a m e t i m e d o i n g a n y t h i n g t o se rve t h e 

taxpayer . T h e p o l i t i c i a n a t t e m p t s t o use b o t h t h e t a x p a y ­

er a n d t h e v o t e r as a m e a n s t o t h e po l i t i c ian ' s goals o f 

p o w e r a n d t e n u r e . T h e fact t h a t t h e vo te r , t h e taxpayer , 

a n d p e r h a p s e v e n t h e p o l i t i c i a n m a y b e t h e s a m e p e r s o n 

d o e s n o t raise t h e s c h e m e t o t h e level o f mora l i ty . It 

m e a n s only, as H e r b e r t S c h l o s s b e r g has o b s e r v e d , t h a t w e 

have s o m e h o w c o m e t o be l i eve w e c a n e n r i c h ou r se lves 

b y p i c k i n g o u r o w n p o c k e t s . 2 8 

T h i s ch i ld i sh b e l i e f is in p a r t t h e resul t a n d in p a r t t h e 

cause o f m o d e r n social a r r a n g e m e n t s . K a n t c o n d e m n e d 

t h e pa te rna l i s t i c s tate b e c a u s e it " t rea t s c i t i zens as c h i l ­

d r e n . " 2 9 S u c h t r e a t m e n t o f c o u r s e e n c o u r a g e s m e n t a l 

In contrast to the 
principle on which 
the welfare state is 
built, the maxim of 
capitalism meets the 
test of economic 
efficiency precisely 
because it meets the 
test of Kantian 
morality. 

i m m a t u r i t y , b u t it is also t h e c o n s e q u e n c e o f m e n t a l 

i m m a t u r i t y . T h e c i t i zen w h o has r e a c h e d t h e level o f 

a d u l t h o o d in his t h i n k i n g u n d e r s t a n d s t h e log ica l i m p o s ­

sibil i ty o f a p o l i c y tha t d o e s n o t a l l ow for un ive r sa l a p p l i ­

c a t i o n a n d t h e d a n g e r o f t r e a t i n g o t h e r s as n o m o r e t h a n 

a m e a n s t o his o w n e n d s . S u c h a c i t i zen has set as ide t h e 

ch i ld i sh be l i e f t h a t t h e " m o r a l " a n d t h e " p r a c t i c a l " are in 

conf l ic t . T h e i m m o r a l g o v e r n m e n t t h a t t reats A m e r i c a n s 

as c h i l d r e n is t h e i r o w n c r e a t i o n . It w i l l n o t ge t b e t t e r 

u n t i l t h e i r e c o n o m i c beliefs have r i s e n t o t h e level o f 

r a t i ona l mora l i ty . 

T h e c r y i n g evil o f Kan t ' s t i m e was s e r f d o m . A l t h o u g h 

l i t t le m o r e t h a n a sy s t em for t h e c r u e l e x p l o i t a t i o n o f 

s e rv i l e l abo r , it was b o t h w i d e l y 

a c c e p t e d a n d jus t i f i ed b y t h e t e a c h ­

ings o f t h e C h u r c h . T h e serf h e a r d 

t i m e a n d aga in t h a t his s i t u a t i o n was 

t h e resul t o f a D i v i n e o r d i n a n c e , b u t 

h e k n e w it was a v i o l a t i o n o f his r i g h t 

t o b e t r e a t e d as an e n d in h i m s e l f a n d 

was endless ly c lever in d e v i s i n g ways 

t o escape t h e ob l i ga t i ons it laid o n 

h i m . As free ci t ies a n d e x t r a - f e u d a l 

l ines o f a u t h o r i t y b e g a n to appear , h e 

l e a r n e d t h a t stadtluft machtfrei ( " t o w n 

air m a k e s f ree") a n d at t h e first 

o p p o r t u n i t y e s c a p e d f r o m t h e b u r ­

d e n s o f t h e c o u n t r y s i d e . 

B y 1 5 0 0 this p rocess was a l ready 

u n d e r w a y in E n g l a n d , b u t o n t h e 

c o n t i n e n t it was de layed b y dynas t i c 

r iva l ry a n d war . A t t h e e n d o f t h e 

e i g h t e e n t h c e n t u r y , s e r f d o m r e m a i n e d a fact o f life i n 

m u c h o f E u r o p e . In r ep ly t o t h o s e w h o a r g u e d for t h e 

p r e s e r v a t i o n o f a n c i e n t a n d a c c e p t e d i n s t i t u t i o n s , K a n t 

said, " [ I ] t is a b s u r d t o s u p p o s e a w r o n g b e c o m e s a r i g h t 

b e c a u s e it has c o n t i n u e d a l o n g t i m e . " 3 0 S e r f d o m h a d t o 

g o b e c a u s e it v i o l a t e d t h e laws o f r a t i ona l t h o u g h t . It 

c o u l d d e p a r t e i t h e r w i t h a peace fu l c h a n g e in t h e laws 

o r w i t h t h e v i o l e n c e a n d d e s p o t i s m o f t h e F r e n c h R e v ­

o l u t i o n . 

S o m e t h i n g s imi lar c o u l d b e said a b o u t m o d e r n sys­

t e m s o f forc ible r e d i s t r i b u t i o n . T h e i r surv iva l c rea tes a 

p r e c a r i o u s b a l a n c e . T h e y c o n t i n u e b e c a u s e t h e y are 

w i d e l y a c c e p t e d ; t h e y are d a n g e r o u s b e c a u s e t h e y tea r at 
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t h e social fabr ic . T h e scale m u s t even tua l ly t ip o n e w a y 

o r t h e o t h e r , e i t h e r t o w a r d g r e a t e r m o r a l i t y a n d m o r e 
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Our Economic Past 

Free Trade: History and Perception 
B Y S T E P H E N D A V I E S 

I n t h e n a t u r a l sc iences , s u c h as phys ics , t h e r e is a large 

n u m b e r o f s t a t e m e n t s t h a t c a n b e m a d e a b o u t t h e 

w o r l d t h a t c o m m a n d g e n e r a l assent f r o m scient is ts 

a n d t h o s e w i t h a scient if ic e d u c a t i o n . T h i s is n o t t r u e t o 

a n y t h i n g l ike t h e s a m e d e g r e e in t h e h u m a n a n d social 

sc iences , s u c h as e c o n o m i c s a n d his tory . T h e r ea son for 

this is t h e n a t u r e o f t h e i r sub jec t ( h u m a n b e i n g s a n d 

t h e i r i n t e r ac t i ons ) a n d t h e c o n s e q u e n t inab i l i ty t o p e r ­

f o r m c o n t r o l l e d a n d r e p e a t a b l e e x p e r i m e n t s . 

N e v e r t h e l e s s , t h e r e are s o m e s t a t e m e n t s 

a b o u t h u m a n b e i n g s a n d t h e social w o r l d 

t h a t c an b e m a d e w i t h a l m o s t as m u c h c e r ­

t a in ty as t h o s e c o n c e r n i n g t h e n a t u r a l 

w o r l d . O n e o f t hese is t h e p r i n c i p l e o f 

c o m p a r a t i v e a d v a n t a g e a n d t h e c o n s e q u e n t 

a r g u m e n t t h a t a p o l i c y o f free t r ade , e v e n 

if f o l l o w e d uni la tera l ly , wi l l act t o m a x i ­

m i z e b o t h h u m a n c o o p e r a t i o n a n d m a t e ­

rial w e l l - b e i n g . T h i s is o n e o f t h e f ew 

t h i n g s o n w h i c h a l m o s t all e c o n o m i s t s 

ag ree , h o w e v e r m u c h t h e y differ i n t h e i r 

pol i t ics a n d p h i l o s o p h y o r p o s i t i o n o n 

o t h e r e c o n o m i c q u e s t i o n s . M o r e o v e r , it is 

a p r o p o s i t i o n t h a t ha s o v e r w h e l m i n g 

e m p i r i c a l s u p p o r t : t h e b r u t e facts o f h i s t o r y r e s o u n d i n g ­

ly c o n f i r m t h a t free t r a d e increases o u t p u t a n d leads t o 

c loser c o o p e r a t i o n a n d e c o n o m i c i n t e g r a t i o n a m o n g 

p e o p l e , o f t en t h o s e w h o are w i d e l y s e p a r a t e d physically. 

D e s p i t e th is , h o w e v e r , t h e w i d e r p u b l i c d o e s n o t 

share t h e e c o n o m i s t s ' c o n f i d e n c e in t h e p r i n c i p l e . T h e 

case for free t r ade , w h i c h e c o n o m i s t s r ega rd as o v e r ­

w h e l m i n g a n d as c e r t a i n as is poss ib le i n t h e social sc i ­

e n c e s , has t o b e c o n s t a n t l y r e m a d e i n e a c h g e n e r a t i o n . 

T h e c o n t r a r y case, for p r o t e c t i o n a n d loca l self-suffi­

c iency, has a c o n t i n u i n g appea l a n d f r e q u e n t l y ca r r i e s t h e 

day in po l i t i c s , o f ten w i t h disas t rous resul ts . T h e r e are a 

n u m b e r o f reasons for th is , n o t least t h a t t h e a r g u m e n t 

in favor o f free t r a d e is c o u n t e r i n t u i t i v e for m a n y a n d 

David Ricardo (1772-1823) 

t ha t t h e costs o f t h e p o l i c y are c o n c e n t r a t e d a n d vis ible 

w h i l e t h e benef i t s are f r e q u e n t l y w i d e s p r e a d a n d diffuse. 

H o w e v e r , t h e r e are t w o o t h e r r e l a t ed reasons t h a t g o a 

l o n g w a y t o e x p l a i n i n g p u b l i c t h i n k i n g a b o u t this q u e s ­

t i o n : 1) t h e p e r c e p t i o n o f t r a d e as t a k i n g p lace b e t w e e n 

g r o u p s o r po l i t i ca l en t i t i es r a t h e r t h a n ind iv idua l s , a n d 2) 

t h e m i s u n d e r s t a n d i n g o f h i s t o r y t h a t f lows f r o m this . 

T h e s e d a t e b a c k t o t h e first f o r m u l a t i o n o f t h e idea o f 

c o m p a r a t i v e a d v a n t a g e a n d still o b s c u r e w h a t is ac tua l ly 

at issue in t h e c o n t i n u i n g a r g u m e n t . 

A l t h o u g h e a r l i e r a u t h o r s , s u c h as 

A d a m S m i t h , h a d p o i n t e d o u t t h e b e n e ­

fits o f u n r e s t r i c t e d t r a d e a n d c o m m e r c i a l 

i n t e r c o u r s e , it was t h e B r i t i s h e c o n o m i s t 

D a v i d R i c a r d o w h o first a r t i c u l a t e d t h e 

classical a r g u m e n t for free t r a d e o n t h e 

basis o f c o m p a r a t i v e a d v a n t a g e in 1 8 1 2 . 

T h e idea t h a t a p a r t o f t h e w o r l d s h o u l d 

specia l ize in p r o d u c i n g t h o s e p r o d u c t s i n 

w h i c h it h a d a n a b s o l u t e a d v a n t a g e was 

we l l es tab l i shed b y t h e n . W h a t R i c a r d o 

d i d was t o s h o w w i t h a s i m p l e m a t h e m a t ­

ical a r g u m e n t t h a t it p a i d for par t s o f t h e 

w o r l d t o specia l ize in p a r t i c u l a r p r o d u c t s 

e v e n if t h e y d i d n o t have an a b s o l u t e a d v a n t a g e ; t h a t is, 

e v e n if t h e s a m e g o o d s c o u l d b e p r o d u c e d m o r e c h e a p ­

ly e l s e w h e r e . T h e cr i t ica l fac tor was t h e i r c o m p a r a t i v e 

cos t in t e r m s o f a l t e rna t ive p r o d u c t s f o r g o n e . 

R i c a r d o ' s a r g u m e n t w a s q u i c k l y a c c e p t e d a n d 

r e m a i n s so a m o n g e c o n o m i s t s t o this day. H o w e v e r , t h e 

w a y h e p r e s e n t e d his a r g u m e n t c o n t a i n e d a basic flaw, 

w h i c h is t h e o r i g i n o f t h e m i s u n d e r s t a n d i n g re fe r red t o 

earl ier . H e p r e s e n t e d t r a d e as t a k i n g p l ace b e t w e e n 

c o u n t r i e s r a t h e r t h a n ind iv idua l s . Q u i t e simply, this is 

false. C o u n t r i e s d o n o t t r ade w i t h e a c h o t h e r . It is i n d i -
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S t e p h e n D a v i e s 

vidua l s a n d c o r p o r a t e en t i t i e s , s u c h as firms, t h a t d o th is . 

F r o m t h e e c o n o m i c p o i n t o f v iew, t r a d e b e t w e e n p e r ­

sons in M a i n e a n d C a l i f o r n i a is n o different f rom t r ade 

b e t w e e n p e r s o n s in C a l i f o r n i a a n d J a p a n . 

H o w e v e r , m o s t p e o p l e d o n o t see e c o n o m i c life this 

way, a n d t h a t is n o t h o w it is r e p o r t e d in m u c h o f t h e 

m e d i a . 

E v e n m o r e i m p o r t a n t is t h e w a y this d is tor t s o u r 

u n d e r s t a n d i n g o f e c o n o m i c h i s t o r y a n d t h e lessons t o b e 

l e a r n e d f r o m it. T w o c o m m o n a r g u m e n t s are m a d e b y 

cr i t ics o f free t r ade . T h e first is t ha t R i c a r d o ' s m o d e l 

a s sumes t h a t capi ta l wi l l n o t m o v e f rom o n e c o u n t r y t o 

a n o t h e r . ( R i c a r d o d i d i n d e e d m a k e this a s s u m p t i o n , 

w h i c h is a c o n s e q u e n c e o f his s e e i n g t h e w o r l d o f t r ade 

in t e r m s o f n a t i o n s r a t h e r t h a n ind iv idua ls . ) T h e s e c o n d 

is t h a t e m p i r i c a l h i s t o r y refutes t h e 

t h e o r y o f free t r ade . T h e cr i t ics a r g u e 

t h a t t h e h i s t o r y of a n u m b e r of 

n a t i o n s , i n p a r t i c u l a r t h e U n i t e d 

Sta tes , s h o w s t h a t it is p r o t e c t i o n r a t h e r 

t h a n free t r a d e t h a t b r i n g s a b o u t e c o ­

n o m i c d e v e l o p m e n t a n d a r i s ing s t an ­

d a r d o f l i v ing w h i l e for m o s t c o u n t r i e s 

b e i n g i n t e g r a t e d i n t o a w o r l d o f free 

t r a d e m e a n s b e i n g c o n d e m n e d t o l o w -

va lue p r o d u c t i o n a n d l o w i n c o m e s . 

A t first s igh t t h e e v i d e n c e for t h e 

s e c o n d a r g u m e n t appea r s s t r o n g . T h e 

U n i t e d States m o v e d sha rp ly in t h e 

d i r e c t i o n o f a p r o t e c t i o n i s t tariff p o l i ­

cy after t h e C iv i l W a r a n d c o n t i n u e d 

t o f o l l ow this p o l i c y r i g h t u p t o t h e a f t e r m a t h o f W o r l d 

W a r II . D u r i n g t h e s a m e p e r i o d ( e x c l u d i n g t h e G r e a t 

D e p r e s s i o n a n d w a r years) , t h e A m e r i c a n e c o n o m y g r e w 

r ap id ly a n d t h e U n i t e d States b e c a m e t h e wor ld ' s g r e a t ­

est i n d u s t r i a l p o w e r . H o w is this c o m p a t i b l e w i t h t h e 

a r g u m e n t t h a t free t r a d e is t h e best po l i cy? T h e a n s w e r 

lies in r ea l i z ing tha t t r a d e is a m a t t e r o f i n d i v i d u a l 

e x c h a n g e r a t h e r t h a n e x c h a n g e b e t w e e n n a t i o n s . O n c e 

y o u g o b e y o n d a soc i e ty o f c o m p l e t e l y self-sufficient 

h o u s e h o l d s (if i n d e e d s u c h a t h i n g ever exis ted) t h e r e 

wi l l always b e free t r ade . T h e q u e s t i o n is n o t free t r ade 

yes o r n o , b u t r a t h e r h o w b i g is t h e area w i t h i n w h i c h 

free t r a d e takes p lace? T h e d e g r e e t o w h i c h all p a r t i c i -

The case for free 
trade, which 
economists regard as 
overwhelming and as 
certain as is possible 
in the social sciences, 
has to be constantly 
remade in each 
generation. 

pan t s wi l l benef i t f rom t r ade is a f u n c t i o n o f t h e e x t e n t 

o f t ha t area in t e r m s o f its g e o g r a p h i c a l size a n d va r i e ty 

a n d t h e size a n d dens i ty o f its p o p u l a t i o n . 

Success Demystified 

This m a k e s t h e success o f t h e n i n e t e e n t h - c e n t u r y 

U n i t e d States easily u n d e r s t a n d a b l e . T h e size o f its 

t e r r i t o r y a n d p o p u l a t i o n m a d e it t h e s e c o n d largest f ree-

t r ade area o n t h e p l ane t , after t h e Br i t i sh E m p i r e . M o r e ­

over, Br i ta in ' s c o n t i n u i n g f r ee - t r ade po l i cy r e d u c e d t h e 

n e g a t i v e effects o f U . S . p r o t e c t i o n i s m o n t h e w o r l d 

e c o n o m y . L o o k i n g at t h ings in this w a y m a k e s t h e c u r ­

r e n t d e b a t e s over g loba l i za t ion easier t o u n d e r s t a n d inas ­

m u c h as w e can see m o r e clearly w h a t t h e real issues are. 

W e can also see t h a t t h e first o b j e c t i o n t o R i c a r d o ' s 

m o d e l is inval id. As w i t h t rade , t h e r e is 

n o m e a n i n g f u l e c o n o m i c d i s t i nc t i on 

b e t w e e n a capi ta l f low f rom, say, S o m ­

erse t t o Yorksh i re a n d o n e f rom Y o r k ­

shire t o L i s b o n . T h e real q u e s t i o n 

aga in is w h a t t h e size a n d b o u n d a r i e s 

o f t h e area w i t h i n w h i c h capi tal flows 

s h o u l d b e . 

So w h a t are t h e real issues at s take 

in t h e h i s to r ica l a n d c o n t e m p o r a r y 

a r g u m e n t s a b o u t t rade? T h e basic o n e 

is: h o w far t h e e c o n o m i c a n d pol i t ica l 

un i t s s h o u l d c o i n c i d e . T h e log ic o f 

e c o n o m i c s is t ha t if y o u w a n t t o m a x ­

i m i z e w e a l t h a n d e c o n o m i c efficiency, 

t h e n t h e u n i t o f t r ade s h o u l d b e as 

large as poss ib le , p referably t h e en t i r e p l ane t . Classical 

l iberals a r g u e tha t this wi l l also b r i n g social a n d pol i t ica l 

benef i t s , a b o v e all g r ea t e r p e a c e a n d i n t e r c o n n e c t i o n s 

b e t w e e n different par t s o f t h e w o r l d . 

T h e m o s t r easonab le c o u n t e r a r g u m e n t is tha t this wi l l 

lead t o c h a n g e tha t is t o o rapid , w i t h c o n s e q u e n t social 

instabi l i ty a n d t h e d e s t r u c t i o n o f set t led ways o f life, 

w h i c h wi l l derail m a n y peop le ' s e x p e c t a t i o n s . Essentially, 

t h e r e is a t radeof f b e t w e e n g rea t e r w e a l t h , c o m f o r t , a n d 

i nd iv idua l o p p o r t u n i t y o n t h e o n e h a n d a n d social s ta­

bi l i ty a n d c o h e s i o n o n t h e o the r . T h e c h o i c e is o b s c u r e d , 

h o w e v e r , b y a mi s t aken v i e w o f t r ade a n d t h e mi s l ead ing 

p e r c e p t i o n o f t h e w o r l d t o w h i c h it leads. (^) 
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Should Professors Be Allowed to Unionize? 

B Y G E O R G E C. L E E F 

A c u r r e n t d i s p u t e at a l ibe ra l -a r t s c o l l e g e in W i s ­

c o n s i n p r o m p t s m e t o ask w h e t h e r professors 

s h o u l d b e a l l o w e d t o u n i o n i z e . F o r m a n y years 

I have b e e n i n t e r e s t e d in q u e s t i o n s o f l a b o r l aw a n d 

p r o b a b l y w o u l d have b e e n i n t e r e s t e d i n this d i s p u t e e v e n 

if it d i d n o t h a p p e n t o i nvo lve m y a lma m a t e r . 

C a r r o l l C o l l e g e is a typ ica l M i d w e s t e r n l ibera l -a r t s 

co l l ege , l o c a t e d i n t h e s o u t h e a s t e r n W i s c o n s i n c i ty o f 

W a u k e s h a . It is n o m i n a l l y affiliated w i t h t h e P r e s b y t e r ­

ian C h u r c h , b u t t h a t affiliation was 

nea r ly invis ible d u r i n g m y s t u d e n t 

days in t h e ear ly 1970s a n d is c e r t a i n ­

ly n o s t r o n g e r today. A n a d m i n i s t r a t i v e 

d e c i s i o n t o c r ea t e s epa ra t e s choo l s o f 

l ibera l arts a n d profess iona l s tudies in 

2 0 0 1 l ed t o b i t t e r feel ings a m o n g a 

s ignif icant n u m b e r o f t h e a p p r o x i ­

m a t e l y 1 2 0 facul ty m e m b e r s . S o m e 

c o n c l u d e d t h a t u n i o n i z a t i o n a n d c o l ­

lec t ive b a r g a i n i n g w o u l d serve t h e i r 

in te res ts a n d b e g a n a d r i v e t o establ ish 

t h e U n i t e d A u t o W o r k e r s as t h e i r b a r ­

g a i n i n g r ep re sen t a t i ve . 

A suf f ic ien t n u m b e r o f f acu l ty 

m e m b e r s s i g n e d cards say ing t h a t t h e y 

w a n t e d a u n i o n e l e c t i o n , so t h e N a t i o n a l L a b o r R e l a ­

t i ons B o a r d ( N L R B ) , w h i c h regu la te s s u c h m a t t e r s , 

ca l l ed for a n e l e c t i o n . T h e c o l l e g e a d m i n i s t r a t i o n 

p r o t e s t e d tha t , u n d e r v a r i o u s N L R B a n d S u p r e m e 

C o u r t p r e c e d e n t s , t h e facul ty was o u t s i d e t h e j u r i s d i c ­

t i o n o f t h e N L R B a n d t h e r e f o r e n o u n i o n e l e c t i o n 

c o u l d legal ly b i n d it. T h e r e g i o n a l N L R B d i r e c t o r 

d e c i d e d o t h e r w i s e , h o w e v e r , h o l d i n g t h a t Car ro l l ' s p r o ­

fessors w e r e m o r e l ike " e m p l o y e e s , " w h o m a y u n i o n i z e 

If the unhappy 
professors and their 
union agents were 
told that there would 
be no collective 
bargaining, they are 
not without nonco­
ercive means of 
fighting back. 

u n d e r t h e law, t h a n l ike " m a n a g e r s , " w h o m a y n o t . T h e 

e l e c t i o n was h e l d in J a n u a r y 2 0 0 4 , b u t t h e bal lo ts w e r e 

left u n c o u n t e d p e n d i n g a n appea l b y Car ro l l ' s a d m i n i s ­

t r a t i o n t o t h e N L R B in W a s h i n g t o n . Ear ly last S e p t e m ­

b e r t h e N L R B u p h e l d t h e d e c i s i o n o f t h e r e g i o n a l 

d i r ec to r . T h e bal lo ts w e r e t h e n c o u n t e d , r e su l t i ng in a 

57—39 v o t e in favor o f u n i o n i z a t i o n . 

T h e s c h o o l can n o w appea l t o federa l c o u r t t o b l o c k 

e n f o r c e m e n t o f t h e N L R B ' s r u l i n g t h a t it m u s t b a r g a i n 

w i t h t h e U A W H o w e v e r t h e case u l t i ­

m a t e l y t u r n s o u t , it t h r o w s l igh t o n 

s o m e c r u c i a l fea tures o f A m e r i c a n 

l a b o r - r e l a t i o n s l a w — f e a t u r e s t h a t r u n 

en t i r e ly c o n t r a r y t o t h e c o n c e p t o f 

i n d i v i d u a l l i be r t y . T h e c o n t r o l l i n g 

s t a tu t e h e r e , t h e N a t i o n a l L a b o r R e l a ­

t ions A c t , is o n e o f t h e m o s t a u t h o r i ­

t a r i a n p i e c e s o f s p e c i a l - i n t e r e s t 

l eg i s l a t ion ever t o t ake u p pages in t h e 

U n i t e d States C o d e . 

First , o n c e a u n i o n has b e e n c e r t i ­

fied b y t h e N L R B as r e p r e s e n t i n g t h e 

w o r k e r s , it b e c o m e s t h e exclusive r e p r e ­

sen ta t ive o f all t h o s e in t h e " b a r g a i n i n g 

u n i t . " If a n y d i s s en t i ng professor w a n t s 

t o h a n d l e his o w n d i spu te s o r c o n t r a c t n e g o t i a t i o n s w i t h 

t h e a d m i n i s t r a t i o n , that 's t o o b a d b e c a u s e it isn ' t a l l owed . 

I n 1 9 4 4 t h e S u p r e m e C o u r t f aced t h a t issue in J. I. Case 

v. NLRB a n d h e l d t h a t it was il legal for a n e m p l o y e r t o 

e n g a g e i n i n d i v i d u a l b a r g a i n i n g w i t h w i l l i n g e m p l o y e e s 

o n c e a u n i o n h a d b e e n es tab l i shed , say ing tha t " a d v a n -
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tages t o i n d i v i d u a l s " m i g h t p r o v e t o b e " d i s r u p t i v e o f 

i n d u s t r i a l p e a c e " a n d t h a t " i n c r e a s e d c o m p e n s a t i o n , i f 

i n d i v i d u a l l y d e s e r v e d , is o f ten e a r n e d at t h e cos t o f 

b r e a k i n g d o w n s o m e o t h e r s t anda rd t h o u g h t t o b e for 

t h e we l fa re o f t h e g r o u p . " 

T h u s i nd iv idua l s are d e n i e d t h e f r e e d o m t o b a r g a i n 

a n d r e p r e s e n t t h e i r o w n in te res t s o w i n g to t h e be l i e f t h a t 

it's m o r e i m p o r t a n t t o p r o t e c t g r o u p so l ida r i ty t h a n l i b ­

erty. N o w h e r e else in A m e r i c a n l a w is a p e r s o n c o m ­

p e l l e d t o a c c e p t a n o t h e r as his r ep re sen t a t i ve c o n t r a r y t o 

his w i s h e s , b u t t h e N L R A saddles mi l l i ons o f p e o p l e 

w i t h u n i o n r e p r e s e n t a t i o n t h e y h a v e n e v e r c h o s e n . 

T h e r e is n o ju s t i f i ca t ion for p r e v e n t i n g professors (or 

o t h e r w o r k e r s ) f r o m s e e k i n g u n i o n r e p r e s e n t a t i o n j u s t 

b e c a u s e o f a b u r e a u c r a t i c d e c i s i o n t h a t t h e y are t o o 

" m a n a g e r i a l , " b u t n e i t h e r is t h e r e a n y jus t i f i ca t ion for 

r e q u i r i n g t h o s e w h o w a n t n o u n i o n o r a different u n i o n 

t o a b i d e b y t h e wi l l o f t h e major i ty . 

Surpr i s ing ly , e v e n s o m e a d a m a n t 

u n i o n i s t s a g r e e t h a t exc lus ive r e p r e ­

s e n t a t i o n is u n d e s i r a b l e . J a m e s P o p e , 

P e t e r K e l l m a n , a n d E d B r u n o , 

w r i t i n g in t h e p r o - u n i o n p u b l i c a t i o n 

WorkingUSA ( S p r i n g , 2 0 0 1 ) , say, 

" [ T J h e p r e s e n c e o f a m a j o r i t y u n i o n 

e x t i n g u i s h e s t h e r i g h t o f d i ssen te rs t o 

b a r g a i n as i nd iv idua l s o r t o f o r m t h e i r 

o w n , m i n o r i t y u n i o n s . . . . [ P ] r o - u n i o n 

analysts c o n t e n d t h a t w h e n a m a j o r i ­

ty u n i o n is i n su l a t ed against c o m p e t i t i o n , its officers m a y 

t e n d t o i g n o r e t h e in te res t s o f m i n o r i t i e s . . . . [ T ] h e fact 

t h a t t h e o v e r w h e l m i n g m a j o r i t y o f i ndus t r i a l c o u n t r i e s 

re jec t exc lus ive r e p r e s e n t a t i o n . . . s h o u l d give us pause . " 

T h e y ' r e c o r r e c t . Exc lu s ive r e p r e s e n t a t i o n is a b a d p o l ­

icy a n d s h o u l d b e s c r a p p e d . 

S e c o n d , t h e l aw m a n d a t e s tha t t h e e m p l o y e r ba rga in 

" i n g o o d f a i t h " w i t h a cer t i f ied u n i o n . B e f o r e t h e e n a c t ­

m e n t o f t h e N L R A , a n e m p l o y e r faced w i t h a r e q u e s t 

for co l l ec t ive b a r g a i n i n g f rom s o m e o r all o f his e m p l o y ­

ees c o u l d legal ly d o w h a t a n y o n e else can d o w h e n c o n ­

f r o n t e d w i t h a c o n t r a c t u a l offer that 's o f n o in te res t t o 

h i m — r e j e c t it. U n d e r t h e c o m m o n l a w o f c o n t r a c t s , n o 

o n e is c o m p e l l e d t o n e g o t i a t e w i t h a n y o n e else, m u c h 

less c o m e t o a n y t e r m s . B u t t h e N L R A m a k e s it a n 

unfa i r l a b o r p r a c t i c e for a n e m p l o y e r t o d e c l i n e t o b a r -

Surprisingly, even 
some adamant 
unionists agree that 
exclusive 

ga in " i n g o o d faith." N o w h e r e else in A m e r i c a n l aw does 

a n y o n e face legal sanc t ions for s imp ly saying n o t o an 

offer f rom a p r iva t e o r g a n i z a t i o n . 

J u s t as e x c l u s i v e r e p r e s e n t a t i o n is d e s i g n e d t o 

s t r e n g t h e n t h e u n i o n h a n d , so is m a n d a t o r y b a r g a i n i n g . 

T h e q u e s t i o n , h o w e v e r , is w h y t h e g o v e r n m e n t s h o u l d 

a b a n d o n legal neu t r a l i t y t o assist u n i o n s . In t h e N L R A 

w e f ind t h e t e n d e n t i o u s asse r t ion tha t i n t h e a b s e n c e o f 

co l lec t ive b a r g a i n i n g , w o r k e r s d o n ' t possess "full f ree­

d o m o f con t r ac t . " B u t tha t is s imp ly u n t r u e . It was 

u n t r u e in 1 9 3 5 , w h e n t h e l aw was passed, a n d it is 

e m p h a t i c a l l y u n t r u e today, w h e n w o r k e r s o f all k inds 

have m a n y o p t i o n s . 

M a n d a t o r y b a r g a i n i n g u n d e r t h e N L R A is a d e v i a ­

t i o n f rom t h e s o u n d idea t h a t t h e l aw s h o u l d app ly 

equa l ly t o all ind iv idua l s a n d o r g a n i z a t i o n s . If C a r r o l l 

C o l l e g e o r any o t h e r e m p l o y e r d o e s n o t w a n t t o e n g a g e 

in co l lec t ive b a r g a i n i n g , t h e l aw s h o u l d 

n o t pena l i z e it. M a n d a t o r y b a r g a i n i n g 

s h o u l d also b e s c r apped . 

I 
representation is 
undesirable. 

The Function of Law 
f m a n d a t o r y b a r g a i n i n g w e r e 

r epea l ed , h o w e v e r , c o u l d n ' t e m p l o y ­

ers j u s t i g n o r e t h e desi re o f a m a j o r i t y 

o f its w o r k e r s for co l lec t ive b a r g a i n i n g 

t h r o u g h a c h o s e n u n i o n ? W o u l d n ' t 

u n i o n s b e r e n d e r e d ineffectual? T h e r e 

are t w o responses t o tha t o b j e c t i o n . 

First , fulfilling peop le ' s desires isn ' t a p r o p e r f u n c t i o n 

o f t h e law. S e c o n d , if t h e u n h a p p y professors a n d the i r 

u n i o n agen t s w e r e t o l d tha t t h e r e w o u l d b e n o c o l l e c ­

t ive b a r g a i n i n g , t h e y are n o t w i t h o u t n o n c o e r c i v e m e a n s 

o f f igh t ing b a c k . R a t h e r t h a n g o i n g to t h e N L R B to 

pena l i z e t h e s c h o o l for its refusal, t h e professors a n d 

u n i o n can t h r e a t e n a s t r ike o r t h r e a t e n t o u n l e a s h 

adverse p u b l i c i t y over t h e school ' s i n t r a n s i g e n c e . S u c h 

ac t ions c o u l d b e t a k e n in t h e even t t ha t co l lec t ive b a r ­

g a i n i n g d i d n o t l ead t o sat isfactory results , a n d t h e r e is 

n o r eason w h y t h e y c o u l d n ' t b e u s e d in an a t t e m p t t o 

ge t t h e co l l ege t o ag ree t o co l lec t ive b a r g a i n i n g in t h e 

first p lace . 

Years be fo re t h e e n a c t m e n t o f t h e N L R A , u n i o n s 

ex i s t ed a n d col lec t ive b a r g a i n i n g t o o k p lace , b u t w i t h o u t 

t h e coe rc ive p rov i s ions o f t h e l aw discussed h e r e . T h o s e 
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prov i s ions s h o u l d b e r e p e a l e d . If a n y n u m b e r o f co l l ege 

professors o r o t h e r w o r k e r s w a n t u n i o n r e p r e s e n t a t i o n , 

n o t h i n g i n t h e l a w s h o u l d s t and in t h e i r way. Equal ly , 

h o w e v e r , n o t h i n g i n t h e l a w s h o u l d force u n i o n r e p r e ­

s e n t a t i o n o n t h o s e w h o d o n ' t w a n t it o r m a n d a t e t h a t a n 

e m p l o y e r n e g o t i a t e w i t h a u n i o n agains t its wi l l . 

Actual ly , t h e r e is m u c h m o r e in t h e N L R A t h a t is 

o b j e c t i o n a b l e t h a n t h e t w o p rov i s ions I h a v e d iscussed . 

T h e e n t i r e s t a tu t e s h o u l d b e r e p e a l e d . U n d e r t h e T e n t h 

A m e n d m e n t , states c o u l d t h e n e n a c t w h a t e v e r l a w 

r e g a r d i n g l a b o r r e la t ions t h e y w a n t e d , sub jec t t o t h e l i m ­

its o f t h e U . S . a n d state c o n s t i t u t i o n s . W h e n t h e N L R A ' s 

c o n s t i t u t i o n a l i t y was c h a l l e n g e d in 1 9 3 7 in Jones & 

Laughlin Steel v. NLRB, f o u r m e m b e r s o f t h e C o u r t 

w a n t e d t o dec l a r e it u n c o n s t i t u t i o n a l o n t h e g r o u n d s 

S h o u l d P r o f e s s o r s B e A l l o w e d t o U n i o n i z e ? 

t h a t C o n g r e s s o n l y has a u t h o r i t y t o r e g u l a t e interstate 

commerce a n d t h a t d o e s n ' t e n c o m p a s s t h e detai ls o f t h e 

e m p l o y m e n t r e l a t ionsh ip . U n d e r t h e C o u r t ' s C o m m e r c e 

C l a u s e p r e c e d e n t s , t h e case s h o u l d easily have b e e n 

d e c i d e d agains t t h e law. It was o n l y P r e s i d e n t R o o s e v e l t ' s 

t h r e a t t o " p a c k " t h e C o u r t t ha t c a u s e d t w o ju s t i c e s t o 

s w i t c h f r o m p o s i t i o n s t h e y h a d t a k e n j u s t a yea r ear l ier 

a n d u p h o l d it. 

To a n s w e r t h e q u e s t i o n p o s e d in t h e tit le, co l l ege p r o ­

fessors s h o u l d b e a l l owed t o u n i o n i z e . T h o s e w h o d o n ' t 

w a n t t o s h o u l d also b e free t o r e p r e s e n t t hemse lves . A n d 

schoo l s s h o u l d have t h e r i g h t t o d e c i d e w h e t h e r t h e y wi l l 

e n g a g e in co l lec t ive b a r g a i n i n g . If w e are ever g o i n g t o 

r e t u r n t o f r e e d o m all a r o u n d , w e m u s t ge t r i d o f t h e 

a u t h o r i t a r i a n N a t i o n a l L a b o r R e l a t i o n s A c t . § 

The Ideal University 

Some day, possibly, we shall see State-owned education disappear as we have seen a State-owned 

Church disappear. The relations between the State and education are as immoral and monstrous as those 

between the State and religion; and some day they will be so seen. In the Middle Ages, some man of 

learning and ability, with a gift for teaching, like Peter Abelard or William of Champeaux or John of Scot­

land, emerged into repute; and people went to him from here and there, camped down on him and made 

him talk about such subjects as they wanted to hear discussed—and this was the university. The univer­

sity was, as we say, "run" by the students. If they got what they wanted, they remained; if not, they 

moved on. Meanwhile, they lived as they pleased and as they could, quite on their own responsibility. 

The nearer we revert to that notion, the nearer we will come to establishing in this country some "seri­

ous higher education." A university run by the students, with only the loosest and most informal organi­

zation, with little property, no examinations, no arbitrary graduations, no president, no trustees! A 

university that would not hold out the slightest inducement to any but those who really wanted to be put 

in the way of learning something, and who knew what they wanted to learn; a university that imposed no 

condition but absolute freedom—freedom of thought, of expression and of discussion! 

— A L B E R T JAY N O C K , "The Vanishing University" 
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FEE TIMELY CLASSIC 

T h e Real Revolution and You 

B Y IVAN R. B I E R L Y 

lear t h i n k i n g a n d s t ra ight answers can h e l p y o u 

t o w i n t h e real r e v o l u t i o n w h i c h goes o n in t h e 

m i n d s o f m e n . 

W h o are t h e real r e v o l u t i o n a r i e s in t h e w o r l d today? 

M a n y w o u l d say, " T h e C o m m u n i s t s , o f c o u r s e ! T h e i r 

d a y - a n d - n i g h t , a r o u n d - t h e - w o r i d effort is t h e m a j o r 

r e v o l u t i o n a r y p r o g r a m o f o u r t i m e s ! " 

O t h e r s w o u l d c o u n t e r , " N o ! R e v o l u t i o n m e a n s a 

rad ica l c h a n g e a n d c o m m u n i s m is o n l y a r e t u r n t o an 

a g e - o l d a u t h o r i t a r i a n ty ranny , r o o t e d i n p a g a n i s m a n d 

m a n i f e s t e d in i m p e r i a l i s m . W h a t ' s n e w a b o u t t h a t ? " 

Still o t h e r s w o u l d sugges t , " T h e r e v o l u t i o n has h a p ­

p e n e d h e r e in t h e U n i t e d States in t h e past 2 0 years! 

A l m o s t o v e r n i g h t w e r eve r sed ' r u g g e d i n d i v i d u a l i s m ' 

a n d l a u n c h e d i n t o a b o l d n e w e r a — w i t h a p r o s p e r o u s 

p l a n n e d e c o n o m y a n d g u a r a n t e e d secur i ty ." 

W h i l e it m a y c o m e as a s h o c k t o s o m e , t h e r e is n o t h ­

i n g r e v o l u t i o n a r y o r e v e n n e w a b o u t A m e r i c a ' s q u a r t e r -

c e n t u r y e x p e r i m e n t in a t t e m p t i n g t o p r o v i d e for " soc ia l 

wel fa re . " 

It has b e e n t r i e d o n v a r i o u s occas ions in t h e last 

6 , 0 0 0 years . To c i t e j u s t o n e — A u g u s t u s C a e s a r p l a n n e d 

m e t i c u l o u s l y for his p e o p l e , a n d i n i t i a t ed v a r i o u s social 

r e f o r m s so t h e y c o u l d live happi ly , free f r o m w a n t , a n d 

e v e n w i t h o u t e x e r t i n g m u c h in i t ia t ive . B u t Caesar ' s 

R o m a n E m p i r e v a n i s h e d i n t o t h e c e n t u r i e s - l o n g b l a c k ­

o u t o f t h e D a r k Ages . 

The American Revolution 

No, t h e g rea tes t o f all s o c i o e c o n o m i c r e v o l u t i o n s 

o c c u r r e d s o m e 1 8 0 years a g o o n t h e shores o f 

c o l o n i a l N o r t h A m e r i c a — a n d it is still g o i n g o n today. 

T h i s r e v o l u t i o n s e e m e d t o s o m e o n l y a ba t t l e o f M i n u t e 

M e n a n d m u s k e t s — f o u g h t o n s u c h b l o o d y fields as L e x ­

i n g t o n a n d C o n c o r d a n d B u n k e r Hi l l . B u t m o r e signif­

i can t ly it was a revolution of ideas, fought in the battlefield of 

men's minds. 

T h e idea tha t t r i u m p h e d was s ta r t l ing in its s imp l i c i ­

ty, b u t so p o w e r f u l t ha t it has l o n g m a d e A m e r i c a t h e 

m e c c a o f t h e d o w n t r o d d e n a n d w a l k e d - o v e r o f t h e 

w o r l d . T h e idea was s imp ly this : Y o u are an ind iv idua l 

p e r s o n — t h e e q u a l o f any o t h e r - — n o t j u s t i n t h e o r y b u t 

in fact. Y o u w e r e c r ea t ed by G o d , g i v e n a m i n d w i t h 

w h i c h t o t h i n k , a n d p lan , a n d l e a r n , a n d d o . A l o n g w i t h 

this y o u have a r e s p o n s i b i l i t y — t o use y o u r ta lents , a n d to 

b e a r e spons ib le i nd iv idua l . 

W h i l e th is i dea m a y s e e m o b v i o u s today , w e m u s t 

reca l l t h a t it h a d n e v e r b e f o r e b e e n a c c e p t e d as fact , 

a n d rea l ly p r a c t i c e d i n soc ie t a l life, i n all t h e p r e v i o u s 

6 , 0 0 0 years o f r e c o r d e d h i s t o r y ! A l w a y s b e f o r e , p e o p l e 

h a d b e e n w e i g h t e d d o w n w i t h t h e t y r a n n o u s b e l i e f 

t h a t s o m e m e n are d i v i n e l y e n d o w e d t o l o r d it ove r 

o t h e r s . 

The Declaration of Independence 

Bu t o n J u l y 4 , 1 7 7 6 , a l o n g - g e r m i n a t i n g idea bu r s t 

fo r th its r ebe l l ious message . T h e D e c l a r a t i o n o f 

I n d e p e n d e n c e was m o r e t h a n an a n g r y p ro t e s t tha t o ld 

K i n g G e o r g e was a w r e t c h e d s c o u n d r e l for all t h e a b u s ­

es h e h a d h u r l e d at t h e A m e r i c a n co lon is t s . It was a d e c ­

l a r a t i on tha t n o m a n is d e l e g a t e d by G o d t o ru l e over his 

fel lows: t h a t i n d i v i d u a l p e r s o n s have r igh t s f rom t h e i r 

C r e a t o r ; a n d t h a t a l o n g w i t h t hese r igh t s , ind iv idua l s are 

w i l l i n g a n d able t o l o o k o u t for t hemse lves a n d t o r e c ­

o g n i z e t h e r igh t s o f o t h e r s . 

Ivan Bierly was a member of the FEE staff. This is an excerpt from an 
article that first appeared in the March 1956 issue of The Freeman. 
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M u c h o f t h e o l d w o r l d l a u g h e d . " S u c h n o n s e n s e ! 

T h i s u p s t a r t n a t i o n c a n n o t last. N o s u c h l o o s e g o v e r n ­

m e n t has ever l a s t e d — n o n e ever wi l l . S o m e are c h o s e n 

to ru l e , o t h e r s t o f a w n a n d g i v e ! " 

M o r e t h a n o n c e t h e o l d - w o r l d cyn ics w e r e a l m o s t 

p r o v e d r i g h t . S o m e co lon i s t s w a n t e d t o m a k e G e o r g e 

W a s h i n g t o n k i n g a n d t r ansp l an t an o l d - w o r l d m o n a r c h y 

in A m e r i c a ; b u t W a s h i n g t o n k n e w t h a t Valley F o r g e a n d 

t h e w h o l e R e v o l u t i o n s t o o d for s o m e t h i n g e l s e — f o r 

t h r o w i n g off t h e y o k e o f s e r v i t u d e . 

A g a i n , b e h i n d t h e c lo sed d o o r s o f t h e C o n s t i t u t i o n a l 

C o n v e n t i o n , s o m e n o t i o n s w e r e p r o p o u n d e d t h a t m i g h t 

have w r e c k e d t h e y o u n g n a t i o n ; b u t de sp i t e mis takes , t h e 

de lega tes p r o d u c e d a r e m a r k a b l e d o c u m e n t , w i se ly ca l ­

c u l a t e d t o res t r i c t t h e ro l e o f g o v e r n m e n t a n d re lease t h e 

e n e r g i e s o f free m e n . 

One Great Asset 

At t h e o u t s e t , t h e i n fan t c o u n t r y w a s b u r d e n e d w i t h 

p r o b l e m s . U n e m p l o y m e n t , h i g h p r i c e s , u n r e s t , a n d 

d i s c o u r a g e m e n t f o l l o w e d fast i n t h e w a k e o f t h e r e v o ­

l u t i o n . B u t t h e y o u n g U n i t e d Sta tes also possessed a n 

a s s e t — o n e so g r e a t t h a t it m o r e t h a n offset t h e l i ab i l i ­

t ies . T h a t asset was a m a g n i f i c e n t i n d i v i d u a l f r e e d o m 

w h i c h p e r m i t t e d a n u n p r e c e d e n t e d re lease o f h u m a n 

ene rgy . 

H u m a n e n e r g y is a n i n t e r e s t i n g t h i n g . T h e i n d i v i d u a l 

p e r s o n has energy . You h a v e s o m e ; b u t I can ' t t u r n it o n . 

O n l y you can! M a g n i f y t h e t u r n i n g o n o f this energy , full 

force , i n 13 c o l o n i e s a n d a f e w m i l l i o n s o f p e o p l e , a n d 

y o u can u n d e r s t a n d w h a t h a p p e n e d t o A m e r i c a . 

T h e r e w e r e n o e c o n o m i c p lans . N o b l u e p r i n t s . A n d 

n o l i m i t a t i o n s b u t t h e r e q u i r e m e n t t h a t w h a t o n e d i d o r 

m a d e m u s t b e useful e i t h e r t o h i m s e l f o r s o m e o n e else, 

useful e n o u g h so t h a t a n o t h e r p e r s o n w o u l d w i l l i ng ly 

g ive w h a t h e a l ready o w n e d in e x c h a n g e for it. 

Freedom in Action 

En c o u r a g e d b y t h e f r e e d o m t o d o as t h e y p leased , as 

l o n g as t h e y d i d n o t in te r fe re w i t h t h e r i gh t s o f t h e i r 

n e i g h b o r s , a n d u r g e d o n b y t h e k n o w l e d g e t h a t t h e y 

w e r e a l l o w e d t o k e e p t h e fruits o f t h e i r o w n l abors , t h e 

co lon is t s d isp layed a r e m a r k a b l e i n d u s t r y a n d a k e e n 

i n v e n t i v e n e s s — e v e r s e e k i n g a n d f i n d i n g be t t e r , faster, 

easier ways t o d o t h i n g s . 

T h e R e a l R e v o l u t i o n a n d Y o u 

M a n y saved e n o u g h t o b e able t o invest i n n e w ideas . 

N o t all o f t h e s e i n v e s t m e n t s p a n n e d o u t ; b u t w h e n t h e y 

d id , t h e y r e su l t ed in still m o r e savings, w h i c h in t u r n 

w e r e c o n v e r t e d i n t o t h e too l s t h a t m a d e poss ib le still 

f u r t h e r a d v a n c e s i n p r o d u c t i o n . 

T h e r e was l i t t le r e g u l a t i o n o f indus t ry , a n d n o g o v ­

e r n m e n t a t t e m p t t o g u a r a n t e e i n d i v i d u a l secur i ty . M e n 

w e r e o n t h e i r o w n — f r e e t o w o r k as t h e y p l eased b u t 

o b l i g e d t o b e se l f - re l iant a n d p r o v i d e for t h e i r o w n 

n e e d s . 

T h e resul t : T h e g rea tes t p r o s p e r i t y t h e w o r l d has ever 

k n o w n ! T h e m o s t s t u p e n d o u s a d v a n c e in m a t e r i a l w e l l -

b e i n g — i n n e w i n v e n t i o n s a n d in t h e s t a n d a r d o f l iv ­

i n g — t h a t has ever b e e n seen! 

Are We Forgetting Our Own Revolution? 

Bu t s t r ange ly e n o u g h , i n t h e past h a l f - c e n t u r y A m e r ­

icans have b e e n r u n n i n g away f r o m t h e i r o w n r e v ­

o l u t i o n . T h e y have f o r g o t t e n — o r failed t o u n d e r s t a n d 

— w h a t it was t h a t gave t h e m t h e i r u n p r e c e d e n t e d p r o s ­

per i ty . T h e y have r e t u r n e d to t h e O l d W o r l d a n d 

i m p o r t e d a n a l ien i d e a — t h e social ist ic be l i e f t h a t g o v ­

e r n m e n t has t h e r i g h t t o c o n t r o l p r o d u c t i v e activity, a n d 

t h a t it is e n t i t l e d t o t ake f r o m s o m e p e r s o n s in o r d e r t o 

g ive t o o t h e r s ! 

T h i s M a r x i a n n o t i o n — c a t e r i n g as it d o e s t o t h e 

h u m a n i m p u l s e t o ge t s o m e t h i n g for n o t h i n g — h a s , i n 

m a n y o f its f o r m s , b e e n w i d e l y a c c e p t e d . T h e r e r e m a i n s 

b u t a re la t ively smal l g r o u p w h i c h r e c o g n i z e s t h a t t h e s e 

socialist ic t e n d e n c i e s are c o n t r a r y t o all t h a t has m a d e 

A m e r i c a g rea t . A n d it is a still smal le r s e g m e n t w h o a c t u ­

ally u n d e r s t a n d s t h e r e l i g i o n - r o o t e d , p o l i t i c o - e c o n o m i c 

ideas o n w h i c h this c o u n t r y was f o u n d e d . It is this g r o u p 

w h o are A m e r i c a ' s t r u e r e v o l u t i o n a r i e s . A n d t h o s e w h o 

are bes t i n f o r m e d a n d m o s t a r t i cu l a t e a m o n g t h e m are 

f igh t ing t h e m o s t g e n u i n e r e v o l u t i o n in t h e w o r l d 

t o d a y — t h e revo l t against t h e t y r a n n y o f t h e social ist ic 

wel fa re state. 

P e o p l e s o m e t i m e s say, " I be l i eve i n f r e e d o m . I t h o r ­

o u g h l y d isbe l ieve in s tate socia l i sm. W h a t can I do? H o w 

c a n I h e l p change t h i n g s ? " 

T h e answer , as I see it, is: "F i r s t , d o s o m e t h i n g t o 

yourself ; c h a n g e yourse l f !" T h a t is, d e v e l o p y o u r o w n 

u n d e r s t a n d i n g o f t h e s y s t e m y o u say y o u be l i eve in . 

U n t i l y o u t h o r o u g h l y g rasp t h e p r e c i o u s v a l u e o f 
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i n d i v i d u a l l iber ty , t h e i m m e n s e p r o d u c t i v i t y o f t h e free 

e c o n o m y , a n d t h e g rea t necess i ty o f s t r ic t ly l i m i t e d 

g o v e r n m e n t , y o u can d o l i t t le t o a id t h e cause o f 

f r e e d o m . 

E a c h o f us m u s t b e g i n b y b u i l d i n g u p his o w n i d e a -

arsenal . Le t m e share w i t h y o u e l e m e n t s o f this a g a i n -

r e v o l u t i o n a r y idea w h i c h I h a v e f o u n d he lpful in 

c la r i fy ing m y o w n t h i n k i n g : 

1. A b e l i e f in t h e d i g n i t y a n d i n h e r e n t w o r t h o f t h e 

i n d i v i d u a l . 

2 . T h e c o n v i c t i o n , w h i c h fo l lows natural ly, t ha t 

w h a t e v e r a n i n d i v i d u a l p r o d u c e s is r i g h t l y his o w n , t o d o 

w i t h as h e sees fit. T o d e n y this is t o d e n y his i n d i v i d u a l 

n a t u r e ; un less his p r o p e r t y is his o w n , h e c a n n o t b e i n d e ­

p e n d e n t o f t h o s e w h o w o u l d m a k e a p r i o r c la im o n his 

p r o p e r t y . A n d so, n o o n e has a r i g h t t o tell a p e r s o n w h a t 

is a p r o p e r u se for his p r o p e r t y , so l o n g as h e d o e s n o t 

e m p l o y it t o d a m a g e o t h e r s . 

Every Nation Has Capitalism 

In s h a r p e n i n g m y o w n u n d e r s t a n d i n g o f t h e p r i va t e 

p r o p e r t y c o n c e p t , a n d i n d i scuss ing ideas w i t h o t h e r s , 

I f ind it he lp fu l t o r e c o g n i z e t h a t " c a p i t a l i s m " is u n i v e r ­

sal i n t h e m o d e r n w o r l d . E v e r y a d v a n c e d e c o n o m y uses 

m a c h i n e s a n d too l s t o a u g m e n t p r o d u c t i o n , a n d these 

are capi ta l . T h e b i g q u e s t i o n is w h o wi l l d e c i d e h o w t h e 

capi ta l is t o b e u s e d — t h e b u r e a u c r a t i c p o w e r , o r t h e 

i nd iv idua l s in t h e m a r k e t ? 

W h i l e o u r s is a capi tal is t ic sys t em, t h e goa l is n o t j u s t 

a n y k i n d o f cap i ta l i sm, b u t an individual o r competitive 

cap i t a l i sm. R u s s i a t o d a y is a capital is t c o u n t r y . E v e r y o n e 

has seen in t h e n e w s r e e l s t h e Sov ie t cop i e s o f A m e r i c a n 

f a r m m a c h i n e s c ross ing g rea t fields at ha rves t . H o w d i d 

R u s s i a ge t t h e s e tools? F r o m savings. If t h e r e w e r e n o 

savings, t h e r e c o u l d b e n o too l s . A n d t h e c o n v e r s i o n o f 

savings i n t o c a p i t a l — t o o l s — i s cap i ta l i sm. 

S o w e see t h a t t h e s c h i s m t h a t is sp l i t t ing t h e w o r l d 

t o d a y is n o t b e t w e e n cap i ta l i sm a n d n o n c a p i t a l i s m . It is 

b e t w e e n state capi ta l i sm a n d i n d i v i d u a l o r c o m p e t i t i v e 

cap i ta l i sm; b e t w e e n state c o n t r o l o f t h e m e a n s o f p r o ­

d u c t i o n , a n d i n d i v i d u a l dec i s ions in t h e m a r k e t p l a c e ; 

b e t w e e n your d e c i d i n g w h a t c o l o r a n d style o f sh i r t y o u 

wi l l wea r , a n d s o m e o n e else d o l i n g o u t his idea o f w h a t 

wi l l satisfy y o u r n e e d s . 

I n m y t h o u g h t a n d c o n v e r s a t i o n , I also find it he lpfu l 

t o c o n s i d e r t h e individuals i nvo lved in a s i tua t ion , r a t h e r 

t h a n v a g u e g r o u p s s u c h as " s o c i e t y " a n d " g o v e r n m e n t . " 

O n e e v e n i n g a y o u n g m i n i s t e r a n d his wi fe c a m e to 

call at o u r h o m e . H e h a d n e v e r d isguised his socialist 

l ean ings , a n d tha t n i g h t — a s u s u a l — w e s ta r ted t o discuss 

pol i t ics a n d e c o n o m i c s . T h e c o n v e r s a t i o n s o o n ran t o 

"soc ia l secur i ty ," a n d h e ins is ted tha t g o v e r n m e n t c o u l d 

g u a r a n t e e such secur i ty . I t r i e d t o s h o w h i m tha t g o v ­

e r n m e n t h a d n o i n c o m e b u t w h a t it t o o k f rom its c i t i ­

zens , so it c o u l d n ' t g u a r a n t e e any o n e o f us s o m e t h i n g 

w e d i d n ' t a l ready h a v e — u n l e s s it forcibly t o o k it f r o m 

someone else. A n d at t h e s a m e t i m e , I o b s e r v e d , w e h a d to 

pay a h i g h - p r i c e d m i d d l e m a n in W a s h i n g t o n to d o t h e 

a r r a n g i n g for us. 

H e finally a c c e p t e d this as a c o r r e c t d e s c r i p t i o n o f 

o u r "socia l s e c u r i t y " sys tem, b u t p r o c e e d e d to endorse t h e 

p rocess o f t a k i n g f rom o n e t o give t o a n o t h e r . 

Taking by Force to Do "Good" 

I c o u l d ha rd ly be l i eve tha t this y o u n g c l e r g y m a n , w h o 

t o o k his S u n d a y m o r n i n g texts f rom t h e T e n C o m ­

m a n d m e n t s , c o u l d dev ia t e so far o n a W e d n e s d a y n igh t ! 

So, I p r o p o s e d a test o f his g o o d faith. I said I w o u l d l ike 

t o act o u t w i t h h i m , in a s imp le m a n - t o - m a n s i tua t ion , 

exac t ly t h e s a m e k i n d o f process h e was e n d o r s i n g in t h e 

"soc ia l s e c u r i t y " sys tem. H e ag reed . 

"Al l r i gh t . G ive m e y o u r wal le t , " I said. 

" W h a t d o y o u m e a n ? " 

"Just th is . Y o u said it is p r o p e r for g o v e r n m e n t t o 

t ake f r o m s o m e , in o r d e r t o give t o o t h e r s w h o are in 

n e e d . I ' m ac t i ng as ' g o v e r n m e n t , ' a n d I k n o w t h r e e f a m ­

ilies b e t w e e n h e r e a n d t o w n w h o n e e d t h e c o n t e n t s o f 

y o u r wa l l e t m o r e t h a n y o u do . " 

" T h i s is d i f ferent!" h e p r o t e s t e d . 

B u t his wife , w h o h a d n ' t said m u c h so far, s p o k e u p . 

" G i v e it t o h i m , dear . H e ' s g o t y o u t r a p p e d in y o u r 

o w n a r g u m e n t s ! " @ 
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Capital Letters 

Wal-Mart Subsidized? 
To the editor: 

W a l - M a r t is heav i ly subs id i zed b y A m e r i c a n t ax d o l ­

lars. As s u c h t h e r e is n o t h i n g " f r e e " a b o u t a n y t h i n g tha t 

W a l - M a r t d o e s ( John S e m m e n s , " W a l - M a r t Is G o o d for 

t h e E c o n o m y , " O c t o b e r 2 0 0 5 ) . W a l - M a r t ' s subs idy is a n 

i n d i r e c t subsidy, b u t n e v e r t h e l e s s , W a l - M a r t d i rec t ly b e n ­

efits f r o m t h e A m e r i c a n t ax dol lars t ha t w e r e u s e d t o 

b u i l d t h e m a n u f a c t u r i n g p lan ts t ha t s u p p l y W a l - M a r t 

w i t h essent ia l ly all o f t h e g o o d s t h a t t h e y sell i n t h e i r 

s tores . 

D u r i n g t h e m i d - 1 9 8 0 s t h e R e a g a n a d m i n i s t r a t i o n 

gave a $ 7 b i l l i on s t e e l m a k i n g c o m p l e x t o S h a n g h a i , 

C h i n a . I n a d d i t i o n , A m e r i c a n taxes , u n d e r a d o z e n o r 

m o r e b u d g e t h e a d i n g s , p a i d for t h e u n t o l d t h o u s a n d s o f 

m a n u f a c t u r i n g p lan t s t h a t have b e e n g i v e n t o C h i n a a n d 

m a n y o t h e r n a t i o n s . 

T h o s e vast s u m s o f g iveaway m o n e y ( that bu i l t t h e 

fac to r ies in C h i n a a n d o t h e r d e v e l o p i n g c o u n t r i e s t h a t 

s u p p l y g o o d s t o W a l - M a r t ) are e u p h e m i s t i c a l l y ca l led 

" f o r e i g n a i d . " T h e t r i l l ions o f dol lars w e have g i v e n away 

in " f o r e i g n a i d " are essent ia l ly t h e s a m e n u m b e r o f t r i l ­

l ions o f dol lars as are n o w in o u r n a t i o n a l d e b t ( w h i c h 

w e s h o u l d star t t o a m o r t i z e ) . 

I g n o r i n g th is vast subs idy to W a l - M a r t gives a h i g h l y 

superf ic ia l analysis o f t h i n g s e c o n o m i c . The Freeman 

s h o u l d n o t b e this superf ic ia l i n its analysis o f W a l - M a r t . 

— R O B E R T P. K I N G S B U R Y 

Laconia, N.H. 

John Semmens replies: 
T h e c o n t e n t i o n t h a t " t h e R e a g a n a d m i n i s t r a t i o n gave 

a $7 b i l l i on s t e e l m a k i n g c o m p l e x t o S h a n g h a i , C h i n a " is 

d u b i o u s , at bes t . E v e n if it w e r e t r u e , t h a t h a r d l y b e c o m e s 

W a l - M a r t ' s fault . 

B u y i n g t h e bes t p r o d u c t s at t h e l owes t cos t is s o u n d 

e c o n o m i z i n g b e h a v i o r . If C h i n a offers t h e bes t va lue it 

m a k e s sense t o b u y f r o m t h e m regardless o f h o w t h e i r 

p r o d u c t i o n facili ty was financed. W a l - M a r t a n d its c u s ­

t o m e r s c o u l d h a r d l y b e b l a m e d for t a k i n g a b a r g a i n . 

R e f u s i n g t o b u y t h e bes t va lue wi l l n o t r e m e d y t h e 

b a d p o l i c y o f f o r e i g n - a i d g r an t s . T h e U . S . g o v e r n m e n t 

d e b t w o n ' t ge t a n y smal le r f r o m s u c h a refusal. 

T h e fo re ign aid g iveaways s h o u l d b e s t o p p e d , b u t t h e 

g o v e r n m e n t s h o u l d n o t s t o p b u y e r s f r o m p u r c h a s i n g 

w h a t t h e y see as a g o o d v a l u e . T o d o so w o u l d r e d u c e t h e 

e c o n o m i c w e l l - b e i n g o f t h e na t ion ' s i n h a b i t a n t s . 

FDR's Plan to Radically 
Transform America 
To the editor: 

S h e l d o n R i c h m a n left o u t t h e darkes t p a r t o f t h e 

s to ry in his c o l u m n , " T h e S h a d y O r i g i n s o f Socia l S e c u ­

rity," in t h e S e p t e m b e r 2 0 0 5 issue o f The Freeman.When 

P r e s i d e n t F r a n k l i n R o o s e v e l t i n t r o d u c e d t o C o n g r e s s 

t h e l eg i s l a t ion t h a t even tua l l y a u t h o r i z e d Soc ia l S e c u r i ­

ty, it also c o n t a i n e d T i t l e IV, a n a t i o n a l h e a l t h - i n s u r a n c e 

p r o g r a m . F o l l o w i n g a n e m e r g e n c y m e e t i n g o f t h e 

A M A ' s H o u s e o f D e l e g a t e s , o p p o s i t i o n t o his p o r t i o n o f 

t h e bill g r e w so i n t e n s e t h a t P r e s i d e n t R o o s e v e l t h a d t o 

r e m o v e it. T h e h i s t o r y o f h e a l t h care t h r o u g h t h e s e c o n d 

ha l f o f t h e t w e n t i e t h c e n t u r y , apa r t f r o m t e c h n o l o g i c a l 

a d v a n c e s , is essent ial ly t h e s t o r y o f t h e a t t e m p t t o e n a c t 

t h a t w i t h d r a w n p r o g r a m t o socia l ize m e d i c i n e . 

W h a t R o o s e v e l t p r o p o s e d in 1 9 3 5 was so t h o r o u g h ­

ly B i s m a r c k i a n o n e can ' t h e l p b u t w o n d e r if his p u r p o s e 

was n o t m e r e l y t o a t t e m p t t o ga in vo tes , as R i c h m a n 

suggests i n his c o n c l u d i n g s e n t e n c e s , b u t a radica l p o l i t ­

ical t r a n s f o r m i n g o f A m e r i c a . 

— M E R R I L L A . C O H E N , M . D 

Dover, Pa. 

W e will p r in t the mos t interest ing and provocative letters w e 
receive regarding articles in The Freeman and the issues they 
raise. Brevity is encouraged ; longer letters may be edi ted 
because of space l imitat ions. Address your letters to: The Free­
man, FEE, 30 S. Broadway, I r v i n g t o n - o n - H u d s o n , N Y 10533; 
e-mail : f reeman@fee.org; fax: 9 1 4 - 5 9 1 - 8 9 1 0 . 
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Book Reviews 

Fair Trade for All: 
How Trade Can Promote Development 
by Joseph E. Stiglitz and Andrew Charlton 

Oxford University Press • 2005 • 315 pages • $30 

Rev iewed by Richard M . Ebel ing 

Flif Tf/Jc 
r — - i II j 

Joseph \. Sli(|ii(/ 
Andrew Chariton 

o s e p h Stigl i tz is a professor o f 

e c o n o m i c s at C o l u m b i a U n i v e r ­

sity. H e se rved as a m e m b e r a n d 

•"' t h e n c h a i r m a n o f P r e s i d e n t Bill 
f *\ C l i n t o n ' s C o u n c i l o f E c o n o m i c 

„ • , A d v i s e r s f rom 1 9 9 3 t o 1 9 9 7 , a n d 

'"•'*< • - ^ " ' « * ^ v % ? t h e n was t h e c h i e f e c o n o m i s t a n d 

s e n i o r v i c e - p r e s i d e n t at t h e W o r l d 

B a n k f rom 1 9 9 7 t o 2 0 0 0 . In 2 0 0 1 

St igl i tz was a w a r d e d t h e N o b e l P r i z e in e c o n o m i c s for 

his w o r k o n i m p e r f e c t a n d a s y m m e t r i c i n f o r m a t i o n in 

m a r k e t s . 

H i s n e w b o o k , Fair Trade for All, is c o a u t h o r e d w i t h 

A n d r e w C h a r l t o n , a r e s e a r c h e r at t h e L o n d o n S c h o o l o f 

E c o n o m i c s . T h e i r c e n t r a l thes is is t h a t if p o o r c o u n t r i e s 

are t o d e v e l o p a n d p r o s p e r , t h e d e v e l o p e d w o r l d m u s t 

n o t m e r e l y a c q u i e s c e in t h e i r i n t e r v e n t i o n i s t a n d p r o ­

t e c t i o n i s t p o l i c i e s , t h e y m u s t assist t h e m . Y o u see, free 

m a r k e t s , a c c o r d i n g to St ig l i tz a n d C h a r l t o n , j u s t d o n ' t 

w o r k . 

T h e y star t w i t h t h e s t anda rd e c o n o m i c s - t e x t b o o k 

m o d e l o f a pe r f ec t ly c o m p e t i t i v e m a r k e t , w h e r e t h e 

i n s t i t u t i o n s t h r o u g h w h i c h t h e pa r t i c i pan t s i n t e r a c t 

assure a full a n d eff icient u se o f all r e levan t k n o w l e d g e . 

L o o k i n g a r o u n d t h e " rea l w o r l d , " a n d especia l ly in p o o r 

a n d l e s s - d e v e l o p e d c o u n t r i e s , t h e y o b s e r v e t h a t f inancial 

a n d o t h e r m a r k e t s fall far s h o r t o f this s ty l ized t e x t b o o k 

c o n c e p t i o n . T h e s e p o o r c o u n t r i e s , t he re fo re , suffer f r o m 

severe " m a r k e t fai lure," w h i c h o n l y wi se ly d i r e c t e d g o v ­

e r n m e n t i n t e r v e n t i o n a n d r e g u l a t i o n can c u r e . 

St igl i tz a n d C h a r l t o n d r a g o u t o f t h e g r a b b a g o f p o l ­

icy p r o p o s a l s m a n y o f t h e o ldes t a n d m o s t f r equen t l y 

r e fu t ed ideas . A l e a d i n g o n e , o n t h e basis o f w h i c h t h e y 

d e f e n d p r o t e c t i o n i s t tariffs, is t h e " i n f a n t i n d u s t r y " a r g u ­

m e n t . T h e p r e m i s e is t h a t a n e w i n d u s t r y wi l l o n l y b e 

able t o g r o w in a l e s s -deve loped c o u n t r y if it is p r o t e c t ­

e d f rom m o r e cos t -ef f ic ien t fore ign c o m p e t i t o r s w h o 

o t h e r w i s e w o u l d d o m i n a t e t h e m a r k e t . Later , o n c e t h e 

in fan t has " g r o w n , " it wi l l n o l o n g e r n e e d tha t t e m p o ­

ra ry t r ade p r o t e c t i o n . 

T h e i n f a n t - i n d u s t r y a r g u m e n t , h o w e v e r , is m e r e l y 

o n e e x a m p l e for t h e a u t h o r s , w h o be l i eve tha t it is q u i t e 

l e g i t i m a t e a n d useful for g o v e r n m e n t s t o u n d e r t a k e va r ­

ious " i n d u s t r i a l p o l i c i e s " in w h i c h t h e y p i c k p o t e n t i a l 

" w i n n e r s " for subsidies a n d r e g u l a t o r y benef i t s so tha t an 

u n d e r d e v e l o p e d c o u n t r y even tua l ly can b e c o m e a m a j o r 

p layer in t h e arena o f g lobal t r ade . 

T h e y also a d v o c a t e con t ro l s o n capi tal a n d inves t ­

m e n t flows in a n d o u t o f l e s s - d e v e l o p e d n a t i o n s . G o v ­

e r n m e n t s in these c o u n t r i e s wi l l d e t e r m i n e w h a t fo re ign 

i n v e s t m e n t wil l b e p e r m i t t e d a n d also res t r ic t t h e abil i ty 

o f fo re ign inves tors t o w i t h d r a w the i r funds if t h e y 

b e c o m e c o n c e r n e d a b o u t t h e pol ic ies b e i n g fo l lowed in 

t h e h o s t c o u n t r y . 

At t h e s a m e t i m e , t h e y call for t h e d e v e l o p e d c o u n ­

t r ies t o r e m o v e all t h e i r t r a d e b a r r i e r s t o t h e e x p o r t s o f 

t h e s e l e s s - d e v e l o p e d n a t i o n s , w h i l e p r o v i d i n g t h e m 

l o w - i n t e r e s t l oans , fo re ign aid, a n d o t h e r subsidies in 

o r d e r t o fully afford all t h o s e i n t e r v e n t i o n i s t a n d w e l ­

fa re-s ta te p ro j ec t s b e h i n d t h e i r h i g h tariff walls . F u r ­

t h e r m o r e , St igl i tz a n d C h a r l t o n insist t h a t it w o u l d b e a 

m i s u s e o f A m e r i c a n o r E u r o p e a n " p o w e r " t o i m p o s e 

a n y s igni f icant g u i d e l i n e s o r r e s t r i c t i ons o n t h o s e c o u n ­

t r i e s ' i n t e r v e n t i o n i s t a n d p r o t e c t i o n i s t po l i c ies . T h o s e 

g o v e r n m e n t s s h o u l d have a re la t ively free h a n d t o use 

t h e m o n e y f r o m W e s t e r n t axpayers in any w a y t h e y 

w a n t . To i m p o s e ru les o r g u i d e l i n e s w o u l d b e "e l i t i s t " 

a n d u n d e m o c r a t i c ! 

O t h e r t h a n in an occas iona l pass ing c o m m e n t , t h e 

a u t h o r s g ive n o w e i g h t t o t h e idea tha t f inancial a n d 

o t h e r m a r k e t s fail t o f u n c t i o n m o r e efficiently in less-

d e v e l o p e d c o u n t r i e s b e c a u s e p r o p e r t y r igh t s are n o t 

legally r e c o g n i z e d a n d e n f o r c e d . Stigli tz a n d C h a r l t o n 

s e e m ob l iv ious t o t h e i m p o r t a n t w o r k tha t has b e e n 

d o n e b y p e o p l e l ike H e r n a n d o d e So to , w h o , in The 

Mystery of Capital ( 2000) , d e m o n s t r a t e d tha t t h r o u g h o u t 

w h a t u sed t o b e cal led " t h e th i rd w o r l d " g o v e r n m e n t s 

have e i t h e r p r e v e n t e d o r m a d e e x t r e m e l y difficult t h e 

l ega l i za t ion o f p r o p e r t y ti t les, w i t h o u t w h i c h access to 

b o t h d o m e s t i c a n d i n t e r n a t i o n a l f inancial m a r k e t s for 
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e c o n o m i c g r o w t h is v i r t ua l ly i m p o s s i b l e . 

Also , t h e i r t e x t b o o k c o n c e p t i o n o f " p e r f e c t " f inancia l 

m a r k e t s to ta l ly i g n o r e s h o w local m a r k e t s d e v e l o p t o fit 

a n d se rve t h e e c o n o m i c capabi l i t ies o f pa r t i c i pan t s . T h e 

a u t h o r s s e e m t o b e equa l ly u n a w a r e o f t h e w o r k d o n e 

b y t h e late P e t e r B a u e r o n this v e r y t h e m e . I n his last 

b o o k , From Subsistence to Exchange ( 2 0 0 0 ) , B a u e r 

e x p l a i n e d in g rea t de ta i l t h e p rocess b y w h i c h subs is ­

t e n c e a n d l o w - i n c o m e f a r m e r s a n d p r o d u c e r s are s p o n ­

t a n e o u s l y i n t e g r a t e d i n t o t h e w i d e r n a t i o n a l a n d 

i n t e r n a t i o n a l m a r k e t t h r o u g h t h e e v o l u t i o n o f n e t w o r k s 

o f local t r ade r s a n d m e r c h a n t s w h o also p r o v i d e c red i t . 

S u c h n e t w o r k s n e e d n e i t h e r g o v e r n m e n t s u p p o r t n o r 

subsidy. Loca l m e r c h a n t s a n d b u d d i n g e n t r e p r e n e u r s 

k n o w t h e loca l c o n d i t i o n s a n d o p p o r t u n i t i e s t h a t e n a b l e 

t h e t r a d i n g c o n n e c t i o n s t o bes t fit t h e s i t u a t i o n in e a c h 

p a r t o f t h e p o o r e r c o u n t r y . 

T h e a l l eged n o n e x i s t e n t o r " i m p e r f e c t " p r o d u c t o r 

financial m a r k e t s i n t h e s e c o u n t r i e s o n l y s e e m so w h e n 

l o o k e d at t h r o u g h t h e analy t ica l "g lasses" o f t e x t b o o k 

pe r f ec t c o m p e t i t i o n . W h e n l o o k e d at t h r o u g h t h e eyes o f 

t h e p a r t i c i p a n t s , t h e m a r k e t s i n fact m a y b e f u n c t i o n i n g 

j u s t as eff iciently as t h e t r ansac to r s r e q u i r e . M a r k e t i n s t i ­

t u t i o n s na tu ra l l y evo lve at t ha t p a c e a n d in t h o s e f o r m s 

tha t m a t c h t h e e x p a n d i n g p o t e n t i a l s a n d o p p o r t u n i t i e s 

o f p r o d u c e r s , m e r c h a n t s , a n d t r ade r s . 

As B a u e r a n d o t h e r s h a v e e m p h a s i z e d , w h a t is n e e d ­

e d f rom g o v e r n m e n t is s e c u r i t y f r o m p r i v a t e a n d p o l i t i ­

cal p l u n d e r t h r o u g h t h e g u a r d i n g o f p r o p e r t y r i gh t s , 

c o n t r a c t law, a n d e q u a l t r e a t m e n t u n d e r t h e j u d i c i a l sys­

t e m . In a d d i t i o n , l o w taxes , l i m i t e d g o v e r n m e n t e x p e n ­

d i tu res , a n d a n o n i n f l a t i o n a r y m o n e t a r y s y s t e m are all 

t h a t g o v e r n m e n t can c o n t r i b u t e t o h e l p i n g t h e d e v e l o p ­

m e n t p rocess . 

St igl i tz s e e m s also n o t t o have r e a d t h e w r i t i n g s o f his 

fe l low N o b e l l a u r e a t e J a m e s B u c h a n a n . O t h e r w i s e , h e 

w o u l d h a v e l e a r n e d f r o m P u b l i c C h o i c e t h e o r y t h a t t h e 

i n t e r v e n t i o n i s t s i n t o w h o s e h a n d s h e w i s h e s t o leave t h e 

fate o f t h e p o o r a r o u n d t h e w o r l d are m o s t l ikely t o use 

t h e i r po l i t i ca l p o w e r t o se rve t h e m s e l v e s a n d v a r i o u s 

special in te res ts w i t h w h o m t h e y are a l i gned , a n d n o t t o 

i m p r o v e t h e c i r c u m s t a n c e s o f t h e vast m a j o r i t y ove r 

w h o m t h e y ru l e . 

J o s e p h Stigl i tz a p p a r e n t l y suffers f r o m a lo t o f i m p e r ­

fect k n o w l e d g e in t h e field o f e c o n o m i c s , in spi te o f his 

c o n f i d e n c e in k n o w i n g h o w t o p l a n a n d r e g u l a t e o t h e r 

p e o p l e ' s lives. (||) 

Ricliard Ebeling (rebeling@fee.org) is the president of FEE. 
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W h a t a s t u n n i n g b o o k ! 

T hey Made America is a b i g 

g l o r i o u s co f fee - t ab le k i n d o f 

b o o k t h a t dese rves t o b e p i c k e d u p 

a n d read , n o t j u s t d u s t e d o c c a s i o n ­

ally. H a r o l d E v a n s (actually, Sir 

H a r o l d — t h i s f o r m e r e d i t o r o f t h e 

London Times w a s k n i g h t e d in 

2 0 0 4 ) has g i v e n us a m a r v e l o u s c o m p e n d i u m o f s h o r t 

b i o g r a p h i e s o n A m e r i c a n i n v e n t o r s a n d i n n o v a t o r s . H e 

b e g i n s late in t h e e i g h t e e n t h c e n t u r y a n d c o n t i n u e s o n 

t h r o u g h to t h e p r e s e n t . E v a n s calls t he se p e o p l e h e r o e s , 

a n d w h i l e his p o r t r a i t s are d o n e " w a r t s a n d all," o n e c a n ­

n o t h e l p b e i n g s w e p t u p in his e n t h u s i a s m for i n d i v i d u ­

als w h o have d o n e so m u c h t o b r i n g p rogress t o 

m a n k i n d . N o t a p o l i t i c i a n in t h e b u n c h . 

R o b e r t F u l t o n m a k e s it i n t o t h e b o o k , b u t t h e first 

c h a p t e r goes t o J o h n F i t ch , w h o ac tua l ly b e a t F u l t o n in 

t h e d e v e l o p m e n t o f a w o r k i n g s t e a m b o a t b y 2 0 years . 

L ike nea r ly all early i n n o v a t o r s , F i t c h was a s e l f - m a d e 

m a n w h o s e na t ive i n t e l l i g e n c e m o r e t h a n c o m p e n s a t e d 

for his l ack o f f o r m a l e d u c a t i o n . A n e a r e scape f r o m an 

I n d i a n w a r c a n o e h a d set F i t c h t o t h i n k i n g a b o u t t h e 

advan t ages o f a s t e a m - p o w e r e d craft, a n d h e s u c c e e d e d 

in b u i l d i n g o n e w i t h o u t ever h a v i n g h e a r d o f J a m e s 

W a t t . 

Al l t h e f a m o u s A m e r i c a n i n v e n t o r s a n d i n n o v a t o r s 

are h e r e — E l i W h i t n e y , C h a r l e s G o o d y e a r , T h o m a s E d i ­

s o n , H e n r y F o r d , G e o r g e E a s t m a n , t h e W r i g h t b r o t h ­

e r s — a s we l l as s o m e p e o p l e t h e r e a d e r p r o b a b l y w o n ' t 

k n o w . Sarah B r e e d l o v e Walke r , for e x a m p l e , was a 

r e m a r k a b l y successful b l ack b u s i n e s s w o m a n w h o rose 

f r o m ab jec t p o v e r t y b e c a u s e o f h e r abi l i ty t o c r ea t e a n d 
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m a r k e t h a i r - c a r e p r o d u c t s . E v a n s w r i t e s tha t " s h e a t t r i b ­

u t e d h e r r ise t o t h e v i r t u e s o f p a t i e n c e , thr i f t , a n d t h e 

a c q u i s i t i o n o f p rac t i ca l skills, t h e n b e i n g p r e a c h e d by t h e 

f o r m e r slave B o o k e r T . W a s h i n g t o n . " Even tua l ly , M a d a m 

Walke r , as she was k n o w n , w o u l d b u i l d for he r se l f a 

m a g n i f i c e n t I ta l iana te villa in I r v i n g t o n - o n - H u d s o n , 

N e w Y o r k (FEE's h o m e t o w n , o f c o u r s e ) . H e r s t o ry 

d e m o n s t r a t e s t h a t it was poss ib le for b lacks t o s u c c e e d in 

bus iness at a t i m e w h e n t h e po l i t i ca l sys tem d id all it 

c o u l d t o k e e p t h e m p o o r a n d i g n o r a n t . 

T h e i n d i v i d u a l c h a p t e r s are fasc ina t ing , b u t t h e r e is a 

b i g g e r m e s s a g e h e r e . E v a n s w r i t e s o f t h e p e o p l e w h o 

c h o s e t o c o m e t o A m e r i c a . " [ U j n n o t i c e d a m o n g t h e 

m i l l i o n s o f t h e s e a m b i t i o u s se l f -se lec ted r i sk - t ake r s . . . 

w e r e i nd iv idua l s w h o w e r e e x c e p t i o n a l l y w i l l i n g t o dare . 

T h e i r gifts for i n n o v a t i o n a c c e l e r a t e d A m e r i c a ' s p rogress 

o v e r t w o c e n t u r i e s . . . . W h e n t h e y d i s e m b a r k e d , b l i n k ­

i n g in t h e b r i g h t l igh t o f t h e N e w W o r l d , t h e y h a d n o 

i dea w h a t t h e i r des t in ies w o u l d b e . T h e m a g i c was in t h e 

w a y t h e y f o u n d fulf i l lment for t h e m s e l v e s — a n d o t h ­

e r s — i n t h e f r e e d o m a n d r a w c o m p e t i t i v e e x c i t e m e n t s o f 

t h e r e p u b l i c . " 

Yes, t h e ind iv idua l s a b o u t w h o m Evans w r i t e s m a d e 

A m e r i c a , b u t t h e y n e e d e d t h e e n v i r o n m e n t o f f r e e d o m 

t o s u c c e e d . T h e r e a s o n is t h a t i n n o v a t i o n can o n l y t h r i v e 

in an a t m o s p h e r e o f l iber ty. Evans 's w r i t i n g suggests this 

c ruc i a l c o n n e c t i o n , b u t I w i s h h e h a d m a d e it m o r e 

exp l ic i t . 

A c o r o l l a r y p o i n t : E v a n s c o r r e c t l y says o f early A m e r ­

ica, " E v e r y t h i n g t u r n e d o n i n d i v i d u a l e n t e r p r i s e . T h e 

n a t i o n a l g o v e r n m e n t was w e a k a n d t h e laissez-faire ideas 

o f A d a m S m i t h h a d t a k e n r o o t . " In t h e A m e r i c a o f t h e 

21s t c e n t u r y , h o w e v e r , t h e n a t i o n a l g o v e r n m e n t is v i r t u ­

ally o m n i p o t e n t a n d t h e s p h e r e o f laissez faire is g rea t ly 

c o n s t r i c t e d . E v a n s i n c l u d e s several "d ig i t a l a g e " i n n o v a ­

to r s , s u c h as t h e f o u n d e r s o f eBay a n d G o o g l e . C o m m u ­

n i c a t i o n s is o n e o f t h e few areas o f t h e e c o n o m y still 

re la t ively free o f r e g u l a t i o n , a n d t h e q u e s t i o n t h u s p r e s ­

en t s itself: A r e w e stifl ing i n n o v a t i o n a n d progress in t h e 

m a n y sec to r s o f t h e e c o n o m y t h a t are heav i ly r egu la t ed? 

T h e a b s e n c e o f m o d e r n i n n o v a t o r s in c e r t a i n o t h e r 

fields s e e m s l ike t h e S h e r l o c k H o l m e s s to ry in w h i c h t h e 

d o g d i d n ' t b a r k . 

Finally, here ' s a q u i b b l e . E v a n s w a n t s t o d i s t ance h i m ­

self f r o m l i be r t a r i an s a n d R a n d i a n s by saying tha t w e 

n e e d to t h i n k a b o u t all t h e ways in w h i c h g o v e r n m e n t 

has s t i m u l a t e d i n n o v a t i o n — l i k e t h e in te r s ta te h i g h w a y 

sys t em. C o m p a r e d t o t h e e n o r m o u s d e s t r u c t i o n o f 

w e a l t h tha t has b e e n caused by o u r L e v i a t h a n t h r o u g h its 

t axa t i on t o s u p p o r t d o m e s t i c a n d i n t e r n a t i o n a l m e d ­

d l ing , h o w e v e r , any benef i t s f rom t h e state m u s t b e 

m i c r o s c o p i c in c o m p a r i s o n . 

H a v i n g said that , I still t h i n k t h e b o o k is a s tunner . ^ ) 

George Leef (georgeleef@aol.com) is book review editor oj T h e Freeman. 
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Pr e p a r e for a m i n d - a l t e r i n g 

e x p e r i e n c e as y o u take a scary 

b u t e m p o w e r i n g r e a d t h r o u g h 

B r u c e S h o r t t ' s b o o k The Harsh 

Truth About Public Schools. 

T h e r e a d e r s h o u l d n o t b e 

d e c e i v e d by w h a t seems an o v e r ­

w h e l m i n g l y sec ta r i an s ta r t ing p o i n t 

i n th is w e l l - o r g a n i z e d , r e a d e r -

f r iendly b o o k . Shor t t ' s style is h i g h l y effective in c o n ­

v i n c i n g readers tha t t h e " p u b l i c s c h o o l " sys t em in t h e 

U n i t e d States t o d a y is b e y o n d r e f o r m . 

F r o m b e g i n n i n g to e n d , t h e w r i t e r , a n a t t o r n e y w h o 

h o m e s c h o o l s his ch i l d r en , d o c u m e n t s t h e d i s h o n o r a b l e 

c o n d u c t , d e g e n e r a t i n g a c a d e m i c s tandards , a n d defensive 

b u r e a u c r a c y t h a t are j e o p a r d i z i n g A m e r i c a ' s fu ture , c o u r ­

tesy o f t e a c h e r u n i o n s ' self- interest a n d increas ing ly 

dere l i c t pa r en t s . 

F o r t h e c r i t i ca l r e a d e r it's easy t o c o p an a t t i t u d e 

t o w a r d t h e b o o k in C h a p t e r O n e . M a n y wi l l t h i n k , 

" W h y is t h e a u t h o r b l a m i n g t h e p u r v e y o r s o f p u b l i c 

e d u c a t i o n — f r o m t e a c h e r s a n d p r inc ipa l s t o s c h o o l 

b o a r d s a n d activist cou r t s ? W h y isn ' t t h e f i n g e r - p o i n t i n g 

t o w a r d c o m p l a c e n t , d e l i n q u e n t , a n d i r r e spons ib l e p a r ­

en ts a n d t a x p a y e r s ? " G o t c h a ! W h e t h e r this is t h e 

i n t e n d e d o r u n i n t e n d e d d i r e c t i o n o f Shor t t ' s w o r k , h e 

c o m p e l s r eade r s i n t o s u b s e q u e n t c h a p t e r s , all t h e w a y t o 

t h e e n d , w h e r e c o n s t r u c t i v e a l t e rna t ives t o t h e fai l ing 
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p u b l i c - s c h o o l s y s t e m a re e n u m e r a t e d a n d d i s c u s s e d . 

Shor t t ' s ear ly c h a p t e r s are d e s i g n e d to s h o c k , as t h e 

a u t h o r h o p s f r o m o n e s c h o o l d i s t r ic t t o a n o t h e r , c o v e r ­

i n g eve ry state, t o d o c u m e n t in s t ances o f c l a s s room lies 

a n d p e r v e r s i o n tha t n o t o n l y g o u n p u n i s h e d , b u t are also 

t h e sub jec t o f a t t e m p t e d c o v e r - u p s b y p u b l i c s c h o o l offi­

cials. H e ci tes a case w h e r e p a r e n t s w e r e n o t no t i f i ed 

w h e n a t r anssexua l was b r o u g h t i n t o a f i r s t -g rade class t o 

d e s c r i b e h o w sex c h a n g e s are p e r f o r m e d ! A n d u n d e r t h e 

h e a d i n g " W h o s e C h i l d r e n A r e T h e y ? " t h e a u t h o r tells o f 

a p a r e n t w h o w e n t t o t h e t r o u b l e o f r e v i e w i n g c l a s s room 

m a t e r i a l a n d l e a r n i n g la ter t h a t t h e t e a c h e r t o l d t h e 

ch i ld , " Y o u r p a r e n t s d o n ' t have t o k n o w . " 

B y t h e e n d o f t h e t h i r d c h a p t e r , t h e r e a d e r is t h o r ­

o u g h l y a w a r e o f t h e pervas iveness o f c o r r u p t i o n , m e d i ­

ocr i ty , a n d d e c e p t i o n in p u b l i c e d u c a t i o n today. 

S h o r t t also p r e sen t s an e y e - o p e n i n g h i s t o r y o f t h e 

e v o l u t i o n o f A m e r i c a n p u b l i c e d u c a t i o n , a l o n g w i t h t h e 

m o t i v a t i o n s ( s o m e ideal is t ic a n d w e l l - i n t e n t i o n e d , a n d 

s o m e q u i t e ne fa r ious ) t ha t m o v e d this c o u n t r y away 

f r o m nea r ly 1 0 0 p e r c e n t p r i v a t e e d u c a t i o n t o o u r c u r ­

r en t , 8 9 p e r c e n t g o v e r n m e n t s c h o o l i n g . T h i s fasc ina t ing , 

2 0 0 - y e a r e x c u r s i o n e l abora t e s t h e m u l t i t u d e o f r e f o r m s 

t h a t p a r e n t s a n d e d u c a t i o n a l e x p e r t s have p r o p o s e d , a n d 

hi ts h a r d o n t h e obs tac les t o r e f o r m t h a t have b e e n 

e r e c t e d by t e a c h e r u n i o n s a n d lobbyis t s for t h e status 

q u o . 

T h e b o o k la ter e x p l o r e s success a n d fai lure p a t t e r n s 

in c h a r t e r s choo l s , p r i va t e a n d p a r o c h i a l o r g a n i z a t i o n s , 

a n d h o m e s c h o o l s . S h o r t t also c o m p a r e s t h e s c h o o l 

b u r e a u c r a c y ' s n a u s e a t i n g , defens ive b r a g g a d o c i o w i t h t h e 

d i s a p p o i n t i n g rea l i ty o f a c a d e m i c p e r f o r m a n c e . 

T h e a u t h o r also d e b u n k s t h e e s t a b l i s h m e n t m y t h s 

a b o u t this b e i n g o u r " b e s t - e d u c a t e d g e n e r a t i o n . " H e 

c o u n t e r s this w i t h t h e d i s c o u r a g i n g A C T a n d S A T 

scores o f o u r t o p p u b l i c h i g h - s c h o o l e r s , desp i t e f abu lous 

g r o w t h in t axpaye r s p e n d i n g p e r p u p i l , w h i c h has far 

o u t p a c e d p r i c e in f la t ion . S h o r t t also e x p o s e s t h e d i r t y 

l i t t le da ta secrets a t t e n d a n t t o fal l ing levels o f e x p e c t a t i o n 

a n d p e r f o r m a n c e in t h e p u b l i c - s c h o o l a rena : d r o p - o u t 

rates, t h e cos t a n d g r o w t h o f r e m e d i a l e d u c a t i o n , c h e a t ­

i n g b y t e a c h e r s a n d a d m i n i s t r a t o r s t o raise test scores , 

a n d so o n . 

To a c h i e v e d u r a b l e , l o n g - t e r m gains in s t u d e n t 

a c h i e v e m e n t w i t h far f ewer dol lars p e r p u p i l , S h o r t t r e c ­

o m m e n d s h o m e s c h o o l i n g a n d p a r o c h i a l e d u c a t i o n . N o t 

t h a t t h e a u t h o r o m i t s d i scuss ion o f r e f o r m f r o m w i t h i n 

t h e p u b l i c - s c h o o l sys t em: v o u c h e r s , c h a r t e r s choo l s , a n d 

m e e t i n g s w i t h t e a c h e r s , p r i nc ipa l s , a n d s c h o o l b o a r d s j u s t 

for s ta r te rs . H e evalua tes t h e m a n d c o n c l u d e s t h a t t he se 

efforts at r e f o r m are a snare a n d d e l u s i o n . H e advoca t e s 

t h a t eve ry c h u r c h s u p p o r t a n d e d u c a t e p a r e n t s a b o u t 

h o m e s c h o o l i n g a n d c o l l a b o r a t e w i t h o t h e r c h u r c h e s t o 

f ind ways t o b r i n g e v e r y C h r i s t i a n ch i ld o u t f r o m g o v ­

e r n m e n t - s c h o o l b o n d a g e . 

G i v e n Shor t t ' s c en t r a l c o n c e r n w i t h r e s c u i n g C h r i s t ­

ian c h i l d r e n f r o m inc reas ing ly i m m o r a l , d a n g e r o u s , a n d 

d u m b e d - d o w n l e a r n i n g e n v i r o n m e n t s , h e m i g h t b e 

a c c u s e d o f w r i t i n g a b o o k tha t w o u l d appea l o n l y t o 

C h r i s t i a n conse rva t ives . N o t t r u e . W i t h i n his f ine b o o k 

S h o r t t i n c l u d e s q u o t a t i o n s f r o m rabbis a n d t h e H e b r e w 

p r o p h e t s t h a t s u p p o r t his case t h a t g o v e r n m e n t s c h o o l ­

i n g is an e n o r m o u s i m p e d i m e n t t o qua l i t y e d u c a t i o n 

a n d t h e l o n g e v i t y o f a n e th ica l , p rogress ive society. ( | | 
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B o o k R e v i e w s 

P e r h a p s t h e m o s t con t rove r s i a l c l a im in Tariffs, Block­

ades, and Inflation is t h a t t h e tariff (as o p p o s e d t o s lavery 

itself) m a y have b e e n far m o r e i m p o r t a n t i n c a u s i n g t h e 

C iv i l W a r t h a n m a n y h i s t o r i a n s a s sume . T h e p r o t e c t i v e 

tariff h u r t t h e l o n g - r u n e c o n o m i c p e r f o r m a n c e o f t h e 

n a t i o n as a w h o l e , a n d it was u n d o u b t e d l y a m a j o r 

r e g i o n a l d i v i d e b e t w e e n N o r t h a n d S o u t h . N o r t h e r n 

m a n u f a c t u r e r s b e n e f i t e d m o s t f rom a p r o t e c t i v e tariff, 

w h i l e S o u t h e r n p l an t e r s a n d f a r m e r s , w h o pa id h i g h e r 

p r i c e s for t h e m a n u f a c t u r e d g o o d s t h e y p u r c h a s e d f rom 

e i t h e r B r i t a i n o r t h e N o r t h , suffered m o s t . G i v e n tha t 

L i n c o l n w a n t e d t o raise tariffs, T h o r n t o n a n d E k e l u n d 

a r g u e , his e l e c t i o n s igna led t h e poss ib i l i ty o f a p r o t e c ­

t ion i s t r e g i m e t h a t m i g h t have r e d u c e d t h e va lue o f 

S o u t h e r n p l a n t a t i o n s a n d slaves by s o m e $ 7 0 0 m i l l i o n . 

S o u t h e r n e r s c o u l d p r o b a b l y have b l o c k e d L inco ln ' s 

a t t e m p t t o raise tariffs if t h e y h a d stayed in t h e U n i o n , 

b u t T h o r n t o n a n d E k e l u n d a r g u e tha t " ta r i f f u n c e r t a i n ­

t y " m a d e secess ion a n a p p e a l i n g o p t i o n . R a t h e r t h a n r isk 

h i g h e r tariffs, w h y n o t s imp ly leave t h e U n i o n ? 

T h o r n t o n a n d E k e l u n d also h i g h l i g h t t h e i m p a c t o f 

t h e U n i o n b l o c k a d e , w h i c h i ron ica l ly l ed S o u t h e r n 

b l o c k a d e r u n n e r s t o i m p o r t h i g h l y v a l u e d l u x u r y i t e m s 

r a t h e r t h a n w a r t i m e necess i t ies . T h o r n t o n a n d E k e l u n d 

a r g u e t h a t t h e b l o c k a d e c h a n g e d relat ive p r i ce s w i t h i n 

t h e C o n f e d e r a c y so t h a t it b e c a m e m o r e prof i tab le t o 

i m p o r t easily t r a n s p o r t a b l e l u x u r i e s ( such as silk text i les) 

a n d less p rof i t ab le t o i m p o r t b u l k y necess i t ies ( such as 

i r o n a n d m a c h i n e r y ) . P r o f i t - o r i e n t e d b l o c k a d e r u n n e r s 

t h u s f o c u s e d o n l u x u r i e s e v e n as C o n f e d e r a t e civi l ians 

a n d so ld ie r s suffered g r i e v o u s s h o r t a g e s o f basic n e c e s s i ­

t ies. T h e " R h e t t B u t l e r " effect, as T h o r n t o n a n d E k e l u n d 

call it, h a d a h o s t o f u n i n t e n d e d c o n s e q u e n c e s . It l o w ­

e r e d C o n f e d e r a t e m o r a l e a n d led t o w i d e s p r e a d c o n ­

d e m n a t i o n o f " u n p a t r i o t i c " b l o c k a d e r u n n e r s a n d 

s p e c u l a t o r s . S u c h p u b l i c s e n t i m e n t , in t u r n , led t o c o u n ­

t e r p r o d u c t i v e g o v e r n m e n t po l i c ies (such as p r i c e c o n ­

trols) t h a t m a d e s h o r t a g e s e v e n w o r s e . 

T h e final c h a p t e r s s h o w t h e c o n s e q u e n c e s o f g o v e r n ­

m e n t i n t e r v e n t i o n in b o t h t h e N o r t h a n d t h e S o u t h . 

T h o r n t o n a n d E k e l u n d , for e x a m p l e , ana lyze inf la t ion as 

a f o r m o f t a x a t i o n . B y ra is ing m o n e y f rom t h e p r i n t i n g 

press , t h e N o r t h a n d S o u t h al ike c r e a t e d a r u i n o u s inf la­

t i o n tha t mi sa l loca t ed resources a n d severely d a m a g e d 

m o r a l e . T h e inf la t ion p r o b l e m was especial ly severe in 

t h e S o u t h , w h i c h c o u l d n o t i m p o s e d i rec t taxes o r b o r ­

r o w m o n e y t o t h e s a m e e x t e n t as t h e N o r t h . T h e focus 

o n inf la t ion ties in n ice ly w i t h t h e a r g u m e n t tha t t h e 

C i v i l W a r h i n d e r e d r a t h e r t h a n h e l p e d e c o n o m i c 

g r o w t h . T h i s p o i n t is especial ly persuas ive a n d i m p o r ­

tan t , if o n l y b e c a u s e s o m e h i s to r i ans still be l i eve tha t w a r 

is essential ly g o o d for a capitalist e c o n o m y . 

In m a n y respects Tariffs, Blockades, and Inflation is an 

a p p e a l i n g b o o k . T h e e x p l a n a t i o n s o f e c o n o m i c t h e o r y 

are c lear a n d helpful , a n d t h e b o o k is genera l ly e v e n -

h a n d e d in its wi l l ingness t o b l a m e b o t h N o r t h e r n e r s a n d 

S o u t h e r n e r s for e n a c t i n g b a d e c o n o m i c pol icy. Yet t h e 

b o o k is s o m e w h a t u n e v e n . Its b r i e f a n d readab le for­

m a t — a n d its t e n d e n c y to s u m m a r i z e s e c o n d a r y w o r k s 

r a t h e r t h a n de lve i n t o n i n e t e e n t h - c e n t u r y s o u r c e s — 

s o m e t i m e s overs impli f ies c o m p l i c a t e d pol i t ica l deba tes . 

T h e b o o k ' s b r e v i t y also m e a n s tha t s o m e a r g u m e n t s are 

n o t fully f leshed o u t . To c i te o n e e x a m p l e , T h o r n t o n a n d 

E k e l u n d c l a im tha t a less in f la t ionary po l i cy in t h e S o u t h 

w o u l d have fo rced p o l i c y m a k e r s " t o rely o n m o r e 

d e c e n t r a l i z e d a n d defensive mi l i t a ry strategy." T h i s is a 

b i g p o i n t t h a t cr ies o u t for f u r t h e r e v i d e n c e a n d e l a b o ­

r a t i on . 

So, t o o , does t h e i r idea t h a t " tar i f f u n c e r t a i n t y " was an 

i m p o r t a n t m o t i v a t i o n for S o u t h e r n secess ion. Tariff 

u n c e r t a i n t y h a d always e x i s t e d in t h e a n t e b e l l u m 

d e c a d e s . W h y , t h e n , d id S o u t h e r n e r s leave t h e U n i o n in 

1861 a n d n o t in 1 8 4 2 , w h e n t h e W h i g s passed a p r o t e c ­

t ion is t tariff? O r w h y d id m o s t S o u t h e r n e r s re ject seces ­

s ion w h e n S o u t h C a r o l i n a a t t e m p t e d to nullify t h e tariff 

i n t h e ear ly 1830s? H o w ra t iona l is it t o fight a war , 

w h i c h w o u l d leave 6 2 0 , 0 0 0 m e n dead , ove r tariffs t ha t 

m i g h t o r m i g h t n o t b e e n a c t e d ? 

If Tariffs, Blockades, and Inflation m a y leave readers 

w a n t i n g m o r e , it neve r the les s is a c lear app l i ca t i on o f 

m a r k e t - b a s e d e c o n o m i c s t o t h e Civ i l W a r issues. R e a d ­

ers wi l l f ind it a he lpfu l i n t r o d u c t i o n t o t h e l i t e ra tu re 

t h a t T h o r n t o n a n d E k e l u n d ci te in t he i r useful b i b l i o ­

g r a p h i c essay. (||) 
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The Pursuit of Happiness 

Its Always Something 
B Y R U S S E L L R O B E R T S 

Ou r e c o n o m y is in t h e m i d d l e o f a n e x t r a o r d i ­

n a r y r u n o f success . U n e m p l o y m e n t is low. 

P e r s o n a l w e a l t h is n e a r a n a l l - t i m e h i g h . R e a l 

w a g e g r o w t h s o m e t i m e s appea r s less r obus t , b u t w h e n 

benef i t s are i n c l u d e d , real c o m p e n s a t i o n is heal thy . A n d 

e v e n w i t h t h e cr ies f rom s o m e t h a t e c o n o m i c m o b i l i t y 

isn' t w h a t it o n c e was , legal a n d il legal i m m i g r a n t s c o n ­

t i n u e t o f lock t o t h e U n i t e d Sta tes . E v i d e n t l y b e i n g p o o r 

h e r e bea t s b e i n g p o o r e l s e w h e r e b y a 

l o n g sho t . 

D e s p i t e this t r a c k r e c o r d , de sp i t e 

t h e m i l d n e s s o f t h e t h r e e recess ions in 

t h e last 2 5 years , y o u m i g h t t h i n k f r o m 

r e a d i n g t h e p a p e r s a n d l i s t en ing t o 

p e o p l e ta lk t h a t t h e e c o n o m y was b a l ­

a n c e d o n a kn i fe e d g e , r e a d y t o fall a n y 

m i n u t e i n t o a n abyss o f fai lure. 

T h e r e is always a mass ive t h r e a t t o 

o u r e c o n o m i c secur i ty . N o t s o m e t h i n g 

m i l d l y t r o u b l i n g . N o t s o m e t h i n g t h a t 

is m e r e l y a n n o y i n g . N o , there ' s always 

a n e n o r m o u s t h r e a t t o o u r v e r y w e l l -

b e i n g , a force t h a t t h r e a t e n s t o o v e r ­

t u r n d e c a d e s o f p rogress a n d p l u n g e us 

b a c k i n t o t h e e c o n o m i c s t o n e age . To 

h e a r t h e w o r r i e r s ta lk, y o u ' d t h i n k 

w e ' r e at r i sk o f r e t u r n i n g t o t h e M i d ­

d le A g e s , o r t o p r e - N e w D e a l A m e r i c a 

circa 1 9 2 9 , a w o r l d o f ab jec t p o v e r t y a n d mass u n e m ­

p l o y m e n t . 

T h e r e are t w o types o f th rea t s t h a t s h o w u p in t h e 

m e d i a . T h e first is t h e fo re ign th rea t . I n t h e last 2 5 years 

o n e n a t i o n after a n o t h e r has b e e n iden t i f i ed as t h r e a t e n ­

i n g o u r s t anda rd o f l iv ing a n d e c o n o m i c sys t em. 

First it was J a p a n . It was s tea l ing all o u r a u t o m o b i l e 

j o b s , m a y b e all t h e o t h e r g o o d - p a y i n g j o b s t o o . T h e n 

J a p a n w e n t i n t o a n o s e d i v e o f r ecess ion fo l l owed b y s tag­

n a t i o n . W h e n it b e c a m e c lear t h a t J a p a n w a s n ' t g e t t i n g 

To hear the worriers 
talk, you'd think 
we're at risk of 
returning to the 
Middle Ages, or to 
p re -New Deal 
America circa 1929, 
a world of abject 
poverty and mass 
unemployment. 

u p off t h e canvas, it h a d t o b e r e p l a c e d b y a different fo r ­

e i g n vi l la in . 

W i t h N A F T A u p for c o n s i d e r a t i o n in t h e ear ly 

n i n e t i e s , t h e c h o i c e was easy. C a n a d a . O o p s . C a n a d i a n s 

d o n ' t scare p e o p l e . So w h e n N A F T A was in t h e n e w s , 

t h e C a n a d i a n s w o u l d n ' t d o . H a d t o b e t h e M e x i c a n s . 

W e w e r e t o l d tha t t h e M e x i c a n s , b e c a u s e t h e y h a d 

l o w e r w a g e s t h a n A m e r i c a n s , w o u l d s u c k j o b s s o u t h l ike 

a m a g n e t d r a w s i r o n filings. S o o n , all 

m a n u f a c t u r i n g j o b s w o u l d b e g o n e 

a n d w e w o u l d b e left d o i n g o n e 

a n o t h e r ' s l aund ry . 

N A F T A passed a n d n o t h i n g h a p ­

p e n e d . T h e t h r e a t o f M e x i c o was 

c o m p l e t e l y f o r g o t t e n a n d p l a c e d in 

t h e H a l l o f S h a m e f u l E c o n o m i c I g n o ­

r a n c e n e x t t o t h e J a p a n e s e th rea t . 

N e x t u p : C h i n a ! T h e C h i n e s e are 

really scary. A m e r i c a r u n s b i g t r a d e 

deficits w i t h C h i n a . Ju s t l ike J a p a n . 

P e o p l e f o rgo t t h a t t h o s e b i g t r a d e 

deficits w i t h J a p a n h a d n ' t h u r t A m e r i ­

ca at all a n d t h a t Japan ' s e c o n o m y was 

f l o u n d e r i n g . C h i n a w i t h its b i l l i on 

p e o p l e was g o i n g t o steal o u r j o b s a n d 

t u r n t h e A m e r i c a n e c o n o m y i n t o a 

g i a n t l a u n d r y o r c o s m e t i c c o u n t e r o r 

fas t - food r e s t au ran t . C h i n a was def i ­

n i t e ly a t h rea t . 

I n t h e m i d d l e o f t h e C h i n e s e w o r r y , a n e w o n e 

j o i n e d it, c r e a t i n g a t w o - h e a d e d m o n s t e r . First , t h e C h i ­

n e s e w e r e d e s t r o y i n g all t h e m a n u f a c t u r i n g j o b s . B u t t h e 

n e w t h r e a t was o u t s o u r c i n g . O u t s o u r c i n g was g o i n g to 

des t roy e v e r y j o b t h a t p a i d m o r e t h a n a p i t t a n c e . T h e 

e c o n o m i s t s na ive ly a r g u e d t h a t t r a d e crea tes w e a l t h a n d 
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R u s s e l l R o b e r t s 

t h a t t h e m a n u f a c t u r i n g j o b s w o u l d b e r e p l a c e d b y n e w 

j o b s in sec to r s w h e r e w e w e r e e v e n b e t t e r t h a n m a n u ­

f a c t u r i n g . Wel l , n o w l o o k w h a t was h a p p e n i n g , a c c o r d ­

i n g t o t h e w o r r i e r s . T h e h i g h - t e c h , k n o w l e d g e j o b s tha t 

w e r e s u p p o s e d t o b e t h e last re fuge for A m e r i c a n w o r k ­

ers as m a n u f a c t u r i n g d i s a p p e a r e d w e r e b e i n g s t o l en b y 

I n d i a n s . 

W h a t a c o m b i n a t i o n ! C h i n a a n d Ind ia . A l m o s t t w o 

b i l l i o n p e o p l e . N e v e r m i n d t h a t a l o t o f t h e j o b s t h e 

I n d i a n s w e r e " s t e a l i n g " w e r e n ' t h i g h - t e c h at all. T h e y 

w e r e c a l l - c e n t e r j o b s . B u t e v e n t h e c a l l - c e n t e r j o b s w e r e 

p a r t o f t h e se rv i ce sec tor , p a r t o f w h a t w e w e r e s u p p o s e d 

t o b e g o o d at o n c e w e gave away all o u r m a n u f a c t u r i n g 

j o b s . I nd i a a n d C h i n a c o u l d steal o u r m e a g e r 130 m i l ­

l i o n j o b s i n a f ew m o n t h s . 

T h e o u t s o u r c i n g h u b b u b r e a c h e d 

its p e a k in t h e e l e c t i o n o f 2 0 0 4 . O n c e 

t h e e l e c t i o n was ove r a n d t h e e c o n o ­

m y k e p t g r o w i n g , t h e issue fell o u t o f 

t h e n e w s . T h e t e c h sec tor , it t u r n e d 

o u t , was d o i n g j u s t f ine. T e c h - s e c t o r Wal-Mart is lowering 

wages? Never could 
figure that one out. 

t o p for c o m p u t i n g p o w e r , G o o g l e s ta r ted t o scare e v e r y ­

body . G o o g l e is r u n n i n g e v e r y t h i n g ! It's g o t t h e search 

e n g i n e m o s t p e o p l e use. S o o n it's g o i n g to o w n all t h e 

b o o k s , a n d t h e n e x t t h i n g y o u k n o w , it ' ll have all t h e e -

mai l , a n d so o n a n d so o n . F o r a b r i e f m o m e n t , A O L -

T i m e W a r n e r was g o i n g to ru l e t h e w o r l d a n d c o n t r o l all 

t h e n e w s a n d s o o n w e ' d all b e capt ive t o o n e m e g a c o r -

p o r a t i o n c o n t r o l l i n g w h a t w e read a n d saw a n d k n e w . 

B u t t h e A O L - T i m e W a r n e r scare j u s t d idn ' t have t h e legs. 

H o w is it that by 
creating a demand for 
low-skilled workers 

j o b s w e r e ac tua l ly g r o w i n g . A m e r i c a n 

w e b d e s i g n e r s a n d n e t w o r k instal lers 

a n d da tabase w h i z z e s still m a d e m o r e 

t h a n t h e i r I n d i a n c o u n t e r p a r t s , b u t 

s o m e h o w , n o t all t h e A m e r i c a n j o b s 

w e n t t o Ind i a . T h e w h o l e t h i n g t u r n e d o u t t o b e a 

m o l e h i l l r a t h e r t h a n a m o u n t a i n . 

W h e n A m e r i c a n s s t o p w o r r y i n g a b o u t f o r e i g n 

th rea t s , t h e y t u r n i n w a r d a n d w o r r y a b o u t d o m e s t i c 

o n e s . 

T h e usual w o r r y is t h a t a v e r y successful A m e r i c a n 

c o m p a n y is r u i n i n g t h e e c o n o m y . F o r a w h i l e , it was 

Mic roso f t . (Actua l ly it u s e d t o b e I B M , b u t t ha t goes b a c k 

3 0 years.) T h e n w h e n M i c r o s o f t g o t fat a n d h a p p y a n d 

l o o k e d less d a n g e r o u s as t h e I n t e r n e t v i e d w i t h t h e d e s k -

The Wal-Mart Threat 

Pe o p l e are still w o r r i e d a b o u t G o o g l e . B u t t h e n e w 

th rea t is W a l - M a r t . It's p u l l i n g d o w n wages all across 

A m e r i c a . H o w is it t h a t b y c r e a t i n g a d e m a n d for l o w -

ski l led w o r k e r s W a l - M a r t is lowering 

wages? N e v e r c o u l d f igure tha t o n e 

o u t . P e o p l e forge t t ha t w h e n l o w -

ski l led w o r k e r s w o r k e d at m o m - a n d -

p o p g e n e r a l stores o n M a i n St ree t , w e 

h a d l o w w a g e s a n d h i g h p r i ce s . N o w 

w e have l o w w a g e s a n d l o w p r i ce s . I 

k n o w w h i c h is b e t t e r for A m e r i c a a n d 

its p o o r . 

To h e a r t h e w o r r i e r s tell it, s o o n 

w e ' l l all b e w o r k i n g at W a l - M a r t m a k ­

i n g lousy w a g e s w i t h n o benef i t s , sel l­

i n g l o w - p r i c e d fo re ign g o o d s t o o n e a n o t h e r . 

It's always s o m e t h i n g . S o m e t h i n g t o scare p e o p l e 

w h o d o n o t u n d e r s t a n d h o w t r ade really w o r k s , h o w 

m a r k e t s w o r k , o r h o w w e a l t h gets c r ea t ed a n d spread. 

Y o u ' d t h i n k tha t t h e abysmal t r ack r e c o r d o f t h e w o r r i ­

ers w o u l d d e n t t h e i r credibi l i ty . B u t it d o e s n ' t s e e m to . 

P e o p l e are j u s t as w o r r i e d a b o u t W a l - M a r t as t h e y w e r e 

a b o u t J a p a n . As m y c o l l e a g u e D o n B o u d r e a u x likes t o 

p o i n t o u t , e c o n o m i s t s wi l l always have w o r k to d o 

e x p l a i n i n g h o w t h e e c o n o m y really w o r k s . @ 
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