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From the President 

The Great Austrian Inflation 
B Y R I C H A R D M . E B E L I N G 

Wars always b r i n g g rea t d e s t r u c t i o n in t h e i r 

w a k e . H u m a n lives are lost o r left c r i p p l e d ; 

w e a l t h is c o n s u m e d t o c o v e r t h e costs o f 

c o m b a t ; ba t t les a n d b o m b s leave a c c u m u l a t e d capi ta l in 

r u i n s ; real a n d i m a g i n e d injust ices t u r n m e n agains t t h e 

ex i s t i ng o r d e r o f t h i n g s ; a n d d e m a g o g u e s e m e r g e t o p lay 

o n t h e f rus t ra t ions a n d fears i n peop le ' s m i n d s . 

Al l t h e s e fac tors w e r e at w o r k d u r i n g a n d after W o r l d 

W a r I. I n a d d i t i o n , t h e " w a r t o e n d w a r " r e su l t ed in t h e 

d i s m e m b e r m e n t o f m a n y o f t h e g rea t e m p i r e s in cen t r a l 

a n d e a s t e r n E u r o p e . T h i s w a r also b r o u g h t a b o u t t h e 

d e s t r u c t i o n o f several n a t i o n a l c u r r e n c i e s in o rg ie s o f 

p a p e r - m o n e y inf la t ions . O n e s u c h t rag ic e p i s o d e was t h e 

d i s i n t e g r a t i o n o f t h e A u s t r o - H u n g a r i a n E m p i r e a n d t h e 

a c c o m p a n y i n g G r e a t A u s t r i a n Inf la t ion in t h e i m m e d i ­

ate p o s t w a r p e r i o d . 

I n t h e s u m m e r o f 1 9 1 4 , as c l o u d s o f w a r w e r e f o r m ­

i n g , F r a n z J o s e p h ( 1 8 3 0 - 1 9 1 6 ) was c o m p l e t i n g t h e 6 6 t h 

yea r o f his r e i g n o n t h e H a b s b u r g t h r o n e . D u r i n g m o s t 

o f his r u l e A u s t r i a - H u n g a r y h a d b a s k e d in t h e n i n e ­

t e e n t h - c e n t u r y g l o w o f t h e classical- l iberal e p o c h . T h e 

c o n s t i t u t i o n o f 1 8 6 7 , w h i c h f o r m a l l y c r e a t e d t h e A u s t r o -

H u n g a r i a n " D u a l M o n a r c h y , " i n s u r e d eve ry sub jec t in 

F r a n z J o s e p h ' s d o m a i n all t h e essential p e r s o n a l , po l i t ica l , 

a n d e c o n o m i c l ibe r t i es o f a free society. 

T h e E m p i r e e n c o m p a s s e d a t e r r i t o r y o f 4 1 5 , 0 0 0 

squa re mi l e s a n d a to ta l p o p u l a t i o n o f over 5 0 m i l l i o n . 

T h e largest l ingu is t i c g r o u p s in t h e E m p i r e w e r e t h e 

G e r m a n - s p e a k i n g a n d H u n g a r i a n p o p u l a t i o n s , e a c h 

n u m b e r i n g a b o u t 10 m i l l i o n . T h e r e m a i n i n g 3 0 m i l l i o n 

w e r e C z e c h s , Slovaks , Po les , R o m a n i a n s , R u t h e n i a n s , 

C r o a t s , Se rbs , S lovenes , I ta l ians , a n d a va r i e t y o f smal le r 

g r o u p s o f t h e B a l k a n r e g i o n . 

B u t in t h e c lo s ing d e c a d e s o f t h e n i n e t e e n t h c e n t u r y , 

t h e r i s i ng i d e o l o g i e s o f soc ia l i sm a n d n a t i o n a l i s m s u p e r ­

s e d e d t h e d e c l i n i n g classical- l iberal idea l . M o s t l inguis t ic 

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

i n d e p e n d e n c e , a n d l o n g e d for e c o n o m i c p r iv i l eges at t h e 

e x p e n s e o f t h e o t h e r m e m b e r s o f t h e E m p i r e . E v e n if t h e 

w a r h a d n o t b r o u g h t a b o u t t h e d i s i n t e g r a t i o n o f A u s t r i a -

H u n g a r y , cen t r i fuga l forces w e r e s lowly p u l l i n g t h e 

E m p i r e apa r t b e c a u s e o f t h e r i s ing t ide o f pol i t ica l a n d 

e c o n o m i c co l l ec t iv i sm. 

L ike all t h e o t h e r E u r o p e a n be l l i ge ren t n a t i o n s , t h e 

A u s t r o - H u n g a r i a n g o v e r n m e n t i m m e d i a t e l y t u r n e d to 

t h e p r i n t i n g press t o cove r t h e r i s ing costs o f its mi l i t a ry 

e x p e n d i t u r e s . A t t h e e n d o f J u l y 1 9 1 4 , j u s t after t h e w a r 

h a d fo rma l ly b r o k e n o u t , c u r r e n c y in c i r cu l a t i on t o t a l ed 

3 .4 b i l l i on c r o w n s . B y t h e e n d o f 1 9 1 6 it h a d i nc rea sed 

t o over 11 b i l l ion c r o w n s . A n d at t h e e n d o f O c t o b e r 

1 9 1 8 , sho r t l y be fo re t h e e n d o f t h e w a r in early N o v e m ­

b e r 1 9 1 8 , t h e c u r r e n c y h a d e x p a n d e d t o a to ta l o f 3 3 . 5 

b i l l i on c r o w n s . F r o m t h e b e g i n n i n g to t h e close o f t h e 

w a r t h e A u s t r o - H u n g a r i a n m o n e y supp ly in c i r cu l a t i on 

h a d e x p a n d e d by 9 7 7 p e r c e n t . A cos t -o f - l i v ing i n d e x 

tha t h a d s t o o d at 100 in J u l y 1 9 1 4 h a d r i sen t o 1,640 by 

N o v e m b e r 1 9 1 8 . 

B u t t h e w o r s t o f t h e in f l a t ionary a n d e c o n o m i c d i s ­

aster was a b o u t t o b e g i n . Var ious n a t i o n a l g r o u p s b e g a n 

b r e a k i n g away f rom t h e E m p i r e , w i t h dec la ra t ions o f 

i n d e p e n d e n c e b y C z e c h o s l o v a k i a a n d H u n g a r y , a n d t h e 

B a l k a n t e r r i t o r i e s o f Slovenia , C roa t i a , a n d B o s n i a b e i n g 

a b s o r b e d i n t o a n e w S e r b - d o m i n a t e d Yugoslavia . T h e 

R o m a n i a n s a n n e x e d Transylvania ; t h e r e g i o n o f Gal ic ia 

b e c a m e p a r t o f a n e w l y i n d e p e n d e n t P o l a n d ; a n d t h e 

Ital ians laid c l a im t o t h e s o u t h e r n Tyrol . 

T h e last o f t h e H a b s b u r g e m p e r o r s , Kar l , a b d i c a t e d 

o n N o v e m b e r 1 1 , 1 9 1 8 , a n d a p rov i s iona l g o v e r n m e n t o f 

t h e Socia l D e m o c r a t s a n d t h e C h r i s t i a n Socials dec l a r ed 

G e r m a n - A u s t r i a a r e p u b l i c o n N o v e m b e r 12 . R e d u c e d 

t o 3 2 , 3 7 0 square mi les a n d 6.5 m i l l i o n p e o p l e — o n e -

t h i r d o f w h o m res ided in V i e n n a — t h e new, smal ler 

R e p u b l i c o f A u s t r i a n o w f o u n d itself c u t off f rom t h e 

o t h e r r e g i o n s o f t h e f o r m e r e m p i r e as t h e s u r r o u n d i n g 
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successor states (as t h e y w e r e called) i m p o s e d h i g h tariff 

b a r r i e r s a n d o t h e r t r a d e r e s t r i c t i ons o n t h e A u s t r i a n 

R e p u b l i c . I n a d d i t i o n b o r d e r w a r s b r o k e o u t b e t w e e n 

t h e A u s t r i a n s a n d t h e n e i g h b o r i n g C z e c h a n d Y u g o s l a ­

v i a n a r m i e s . 

W i t h i n A u s t r i a t h e v a r i o u s r e g i o n s i m p o s e d i n t e r n a l 

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

i n c l u d i n g V i e n n a . F o o d a n d fuel suppl ies w e r e h o a r d e d 

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

p r o v i d e r s o f m a n y o f t h e essentials for t h e c i t izens o f 

V i e n n a . T h o u s a n d s o f V i e n n e s e w o u l d r egu la r ly t r u d g e 

o u t t o t h e V i e n n a W o o d s , c h o p d o w n t h e t rees , a n d c a r r y 

co rds o f f i r e w o o d b a c k i n t o t h e c i ty t o k e e p t h e i r h o m e s 

a n d a p a r t m e n t s w a r m in t h e w i n t e r s o f 1 9 1 9 , 1 9 2 0 , a n d 

1 9 2 1 . H u n d r e d s o f s t a r v i n g c h i l d r e n b e g g e d for f o o d at 

t h e e n t r a n c e s o f V i e n n a ' s h o t e l s a n d res t au ran t s . 

T h e p r i m a r y r e a s o n for t h e r e g i o n a l p r o t e c t i o n i s m 

a n d e c o n o m i c h a r d s h i p was t h e po l ic ies o f t h e n e w A u s ­

t r i a n g o v e r n m e n t . T h e Soc ia l D e m o c r a t s i m p o s e d ar t i f i ­

cially l o w p r i c e c o n t r o l s o n a g r i c u l t u r a l p r o d u c t s a n d 

t r i e d t o forc ib ly r e q u i s i t i o n f o o d for t h e ci t ies . B y 1 9 2 1 

ove r ha l f t h e A u s t r i a n g o v e r n m e n t ' s b u d g e t defici t was 

a t t r i b u t a b l e t o f o o d subs id ies for c i ty res iden ts a n d t h e 

salaries o f a b l o a t e d b u r e a u c r a c y . T h e Soc ia l D e m o c r a t s 

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

h i g h e r a n d h i g h e r taxes o n t h e bus iness s e c t o r a n d t h e 

s h r i n k i n g m i d d l e class. O n e n e w s p a p e r in t h e ear ly 

1920s cal led Socia l D e m o c r a t i c fiscal p o l i c y in V i e n n a 

t h e "success o f t h e t ax v a m p i r e s . " 

Printing-Press Fiscal Policy 

Th e A u s t r i a n g o v e r n m e n t pa id for its e x p e n d i t u r e s 

t h r o u g h t h e p r i n t i n g press. B e t w e e n M a r c h a n d 

D e c e m b e r 1919 t h e supp ly o f n e w A u s t r i a n c r o w n s 

increased f rom 8 3 1 . 6 m i l l i o n t o 12.1 b i l l ion . B y D e c e m ­

b e r 1 9 2 0 it inc reased to 3 0 . 6 b i l l ion; by D e c e m b e r 1 9 2 1 , 

174 .1 b i l l ion; by D e c e m b e r 1 9 2 2 , 4 t r i l l ion; a n d by t h e 

e n d o f 1 9 2 3 , 7.1 t r i l l ion . B e t w e e n 1 9 1 9 a n d 1 9 2 3 , A u s ­

tria's m o n e y supp ly h a d inc reased by 1 4 , 2 5 0 p e r c e n t . 

P r i c e s rose d r ama t i ca l l y d u r i n g this p e r i o d . T h e c o s t -

o f - l iv ing i n d e x , w h i c h h a d r i s e n t o 1,640 b y N o v e m b e r 

1 9 1 8 , h a d g o n e u p t o 4 , 9 2 2 b y J a n u a r y 1 9 2 0 ; b y J a n u ­

a ry 1 9 2 1 it h a d i n c r e a s e d t o 9 , 9 5 6 ; in J a n u a r y 1 9 2 2 it 

T h e G r e a t A u s t r i a n i n f l a t i o n 

s t o o d at 8 3 , 0 0 0 ; a n d by J a n u a r y 1 9 2 3 it h a d s h o t u p t o 

1 ,183 ,600 . 

T h e f o r e i g n - e x c h a n g e v a l u e o f t h e A u s t r i a n c r o w n 

also re f lec ted t h e ca t a s t roph ic d e p r e c i a t i o n . In J a n u a r y 

1 9 1 9 o n e do l la r c o u l d b u y 16 .1 c r o w n s o n t h e V i e n n a 

f o r e i g n - e x c h a n g e m a r k e t ; b y M a y 1 9 2 3 , a do l la r t r a d e d 

for 7 0 , 8 0 0 c r o w n s . 

D u r i n g this p e r i o d t h e p r i n t i n g presses w o r k e d n i g h t 

a n d day c h u r n i n g o u t t h e c u r r e n c y . A t t h e m e e t i n g o f 

t h e Verein fur Sozialpolitik (Soc ie ty for Socia l Pol icy) in 

1 9 2 5 , A u s t r i a n e c o n o m i s t L u d w i g v o n Mises t o l d t h e 

a u d i e n c e : 

T h r e e years a g o a c o l l e a g u e f r o m t h e G e r m a n R e i c h , 

w h o is i n this hall today, v i s i ted V i e n n a a n d p a r t i c i ­

p a t e d in a d i scuss ion w i t h s o m e V i e n n e s e e c o n o m i s t s . 

. . . Later , as w e w e n t h o m e t h r o u g h t h e still o f t h e 

n i g h t , w e h e a r d i n t h e Herrengasse [a m a i n s t ree t in t h e 

c e n t e r o f V i e n n a ] t h e h e a v y d r o n e o f t h e A u s t r o -

H u n g a r i a n B a n k ' s p r i n t i n g presses t h a t w e r e r u n n i n g 

incessant ly, day a n d n i g h t , t o p r o d u c e n e w b a n k 

n o t e s . T h r o u g h o u t t h e l and , a la rge n u m b e r o f i n d u s ­

tr ial e n t e r p r i s e s w e r e id le ; o t h e r s w e r e w o r k i n g p a r t -

t i m e ; o n l y t h e p r i n t i n g presses s t a m p i n g o u t n o t e s 

w e r e o p e r a t i n g at full speed . 

F ina l ly i n la te 1 9 2 2 a n d ear ly 1 9 2 3 t h e G r e a t A u s t r i ­

an Inf la t ion was b r o u g h t t o a hal t . T h e A u s t r i a n g o v e r n ­

m e n t a p p e a l e d for h e l p t o t h e L e a g u e o f N a t i o n s , w h i c h 

a r r a n g e d a l o a n t o c o v e r a p a r t o f t h e state's e x p e n d i ­

tu res . B u t t h e s t r ings a t t a c h e d t o t h e l o a n r e q u i r e d a n 

e n d t o f o o d subs id ies a n d a 7 0 , 0 0 0 - m a n c u t in t h e A u s ­

t r i an b u r e a u c r a c y t o r e d u c e g o v e r n m e n t s p e n d i n g . A t 

t h e s a m e t i m e , t h e A u s t r i a n N a t i o n a l B a n k was r e o r g a n ­

ized , w i t h t h e by l aws pa r t l y w r i t t e n b y Mise s . A g o l d 

s t anda rd was rees tab l i shed in 1 9 2 5 ; a n e w A u s t r i a n 

sh i l l ing was issued in p l ace o f t h e d e p r e c i a t e d c r o w n ; 

a n d r e s t r i c t ions w e r e p l a c e d o n t h e g o v e r n m e n t ' s abi l i ty 

t o resor t t o t h e p r i n t i n g press aga in . 

B u t , alas, g o v e r n m e n t m o n e t a r y , fiscal, a n d r e g u l a t o ­

r y m i s m a n a g e m e n t p r e v e n t e d real e c o n o m i c r e c o v e r y 

b e f o r e A u s t r i a fell i n t o t h e abyss o f N a z i t o t a l i t a r i a n i s m 

in 1 9 3 8 a n d t h e d e s t r u c t i o n o f W o r l d W a r II . ( | | 
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C o v e r p h o t o : Steven G r e e n h u t 

Perspective 

7 Patently Unnecessary: 

Th e idea t h a t g o v e r n m e n t s h o u l d issue pa t en t s for 

i n v e n t i o n s is o d d o n its face. H o w can s o m e o n e 

c l a im an exclus ive r i g h t i n a "p rac t i ca l app l i ca ­

t i o n " o f na ture ' s p r inc ip le s? O f c o u r s e , a n i n v e n t o r c an 

have a r i g h t t o an ob jec t . B u t a r i g h t t o b a r o t h e r s f rom 

u s i n g t h e a p p l i c a t i o n e m b o d i e d in t h a t ob jec t? Tha t ' s 

h a r d t o accep t . P r o p e r t y r igh t s arise o u t o f t h e f in i tude 

o f ob jec t s . T w o p e o p l e c a n n o t use t h e s a m e t h i n g at t h e 

s a m e t i m e a n d in t h e s a m e respec t . It is o t h e r w i s e w i t h 

ideas . As T h o m a s Jef ferson w r o t e , 

H e w h o receives an idea f rom m e , receives i n s t r u c ­

t i o n h i m s e l f w i t h o u t l e s sen ing m i n e ; as h e w h o l ights 

his t a p e r at m i n e , receives l igh t w i t h o u t d a r k e n i n g m e . 

T h a t ideas s h o u l d freely spread f rom o n e to a n o t h e r 

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

o f m a n , a n d i m p r o v e m e n t o f his c o n d i t i o n , s eems to 

have b e e n pecu l i a r ly a n d b e n e v o l e n t l y d e s i g n e d b y 

n a t u r e , w h e n she m a d e t h e m , l ike fire, expans ib l e over 

all space , w i t h o u t l e s sen ing t h e i r dens i ty in any p o i n t , 

a n d l ike t h e air in w h i c h w e b r e a t h e , m o v e , a n d have 

o u r physica l b e i n g , i ncapab l e o f c o n f i n e m e n t o r 

exc lus ive a p p r o p r i a t i o n . I n v e n t i o n s t h e n c a n n o t , in 

n a t u r e , b e a sub jec t o f p rope r ty . 

Je f ferson t h e n a d d e d , " S o c i e t y m a y give a n exclus ive 

r i g h t t o t h e profits a r i s ing f rom t h e m , as a n e n c o u r a g e ­

m e n t t o m e n to p u r s u e ideas w h i c h m a y p r o d u c e utility, 

b u t this m a y o r m a y n o t b e d o n e , a c c o r d i n g to t h e wi l l 

a n d c o n v e n i e n c e o f t h e society, w i t h o u t c l a im o r c o m ­

p la in t f r o m anybody . " H e r e Jef ferson assumes w h a t m o s t 

p e o p l e a s sume : t h a t p a t e n t s m a y b e necessa ry for i n n o v a ­

t i o n . W h o w o u l d invest capi ta l t o c rea te a n e w p r o d u c t if 

a n y o n e m a y c o p y it? B u t w e m a y ask h o w i n n o v a t i o n 

wi l l c o m e f r o m a sys t em tha t p r o t e c t s p a t e n t h o l d e r s 

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

p r e v i o u s i n n o v a t i o n s o r t ha t p e r m i t s legal e x t o r t i o n (see 

t h e B l a c k B e r r y case)? 

L e a v i n g as ide w h e t h e r u t i l i t a r i a n c o n s i d e r a t i o n s 

t r u m p na tu ra l r igh t s , w e can address t hese q u e s t i o n s in 

l igh t o f a t r ansna t i ona l s t u d y o f t h e p h a r m a c e u t i c a l 

i n d u s t r y c o n t a i n e d in t h e n o t - y e t - p u b l i s h e d b o o k 

Against Intellectual Monopoly, b y M i c h e l e B o l d r i n , p ro fe s -
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sor o f e c o n o m i c s at t h e U n i v e r s i t y o f M i n n e s o t a , a n d 

D a v i d K. L e v i n e , A r m e n A l c h i a n Professor o f E c o n o m ­

ics at U C L A a n d c o e d i t o r o f Econometrica ( o n l i n e at 

w w w . d k l e v i n e . c o m / g e n e r a l / i n t e l l e c t u a l / a g a i n s t . h t m ) . 

T h e s t ronges t case for p a t e n t s is said t o b e in t h e p h a r ­

m a c e u t i c a l i n d u s t r y b e c a u s e t h e e x t r a o r d i n a r y R & D 

costs c o u l d n o t o t h e r w i s e b e r e c o u p e d . I f t h e u t i l i t a r i an 

case c a n n o t b e su s t a ined t h e r e , it w o u l d b e a d e a d l y b l o w 

t o t h e case i n g e n e r a l . 

" I n fact," B o l d r i n a n d L e v i n e w r i t e , " w e shall see t h a t 

t h e case for p a t e n t s i n p h a r m a c e u t i c a l s is w e a k — a n d so, 

apparen t ly , e v e n u n d e r t h e m o s t favorable c i r c u m s t a n c e s 

p a t e n t s are n o t g o o d for society, for c o n s u m e r s , o r i n this 

case, for s ick p e o p l e . P a t e n t s are g o o d for m o n o p o l i s t s , 

b u t t h a t m u c h w e k n e w already." 

G i v e n t h e vast ly di f ferent p a t e n t r e g i m e s f r o m c o u n ­

t r y t o c o u n t r y a n d his tor ical ly , w i t h several c o u n t r i e s 

h a v i n g n o n e at all, w e m i g h t e x p e c t a p a t t e r n : " I n p a r ­

t icular , at least b e t w e e n 1 8 5 0 a n d 1 9 8 0 , m o s t d r u g s a n d 

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

d u c e d i n t h e U n i t e d States a n d t h e U n i t e d K i n g d o m , 

a n d v e r y l i t t le if a n y t h i n g i n c o n t i n e n t a l E u r o p e . F u r ­

the r , c o u n t r i e s s u c h as Italy, S w i t z e r l a n d a n d , t o a lesser 

e x t e n t , G e r m a n y , s h o u l d h a v e b e e n t h e p o o r s ick l a g ­

gards o f t h e p h a r m a c e u t i c a l i n d u s t r y u n t i l t h e o t h e r day. 

I n s t ead . . . t h e b i g t i m e o p p o s i t e is a n d has b e e n t r u e . " 

T h e i r m o s t s t r i k i n g i l lus t ra t ion is Italy, w h i c h h a d n o 

p h a r m a c e u t i c a l p a t e n t s u n t i l 1 9 7 8 . Yet , " [ d ] e s p i t e th is 

c o m p l e t e l ack o f a n y p a t e n t p r o t e c t i o n , I ta ly h a d d e v e l ­

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

1970s it was t h e fifth w o r l d p r o d u c e r o f p h a r m a c e u t i c a l s 

a n d t h e s e v e n t h e x p o r t e r . . . . [ T ] h e fo r ty largest I ta l ian 

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

p r o d u c t s a n d i n n o v a t e d extensively ." Af te r p a t e n t s w e r e 

i n t r o d u c e d , t h e i n d u s t r y b e c a m e m o r e c o n c e n t r a t e d a n d 

its share o f w o r l d d r u g d e v e l o p m e n t fell slightly. 

As W.S . G i l b e r t m i g h t h a v e p u t it, w i t h p a t e n t s 

" t h i n g s are s e l d o m w h a t t h e y s e e m . " 

• • • 

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

de s ign c o n s i s t e n t w i t h f r e e d o m a n d p r o p e r t y r igh ts? O r 

j u s t a n o t h e r f o r m o f loca l c e n t r a l p l a n n i n g ? S t e v e n 

G r e e n h u t is o n t h e case. 

P E R S P E C T I V E : P a t e n t l y U n n e c e s s a r y ? 

W h e n a t e l ev i s ion ser ies p o p u l a r w i t h l i be r t a r i ans 

goes off t h e air, there ' s o n l y o n e t h i n g t o d o : w a i t for t h e 

m o v i e . R a y m o n d K e a t i n g r e v i e w s Serenity. 

Pol i t i c ians c a n d o b a d t h i n g s t o t h e e c o n o m y tha t 

n e v e r t h e l e s s ge t t h e m c red i t o r g o o d t h i n g s (namely , g e t ­

t i n g o u t o f t h e way) t h a t gets t h e m n o c red i t . W h i c h d o 

y o u t h i n k t h e y wi l l c h o o s e ? D w i g h t L e e has t h e answer . 

M u c h o f t h e p u s h for t a x p a y e r - f i n a n c e d mass t rans i t 

is b a s e d o n safety c la ims . B u t there ' s a p r o b l e m : mass 

t rans i t is n o t u n a m b i g u o u s l y safer, as J o h n S e m m e n s 

s h o w s . 

O v e r 1 5 0 years a g o A n t o n i o R o s m i n i d i e d . V i r t u a l l y 

u n k n o w n in A m e r i c a , h e was a C a t h o l i c p r i e s t a n d a 

m u c h - p u b l i s h e d I ta l ian c h a m p i o n o f i n d i v i d u a l l i b e r t y 

a n d p r i v a t e p r o p e r t y . A l b e r t o M i n g a r d i tells R o s m i n i ' s 

r e m a r k a b l e story. 

I n N e w H a m p s h i r e , as i n m o s t p laces , g i v i n g m a n i ­

cures w i t h o u t a l i cense can ge t y o u i n t o t r o u b l e . G a r d n e r 

G o l d s m i t h has t h e a c c o u n t o f a m a n w h o asked for it. 

N o o r g a n i z a t i o n has d o n e m o r e t o p r o m o t e free 

m a r k e t s i n G r e a t B r i t a i n t h a n t h e I n s t i t u t e o f E c o n o m ­

ic Affairs, a n d n o o n e was m o r e r e spons ib l e for m a k i n g 

t h e i n s t i t u t e w h a t it is t h a n A r t h u r S e l d o n , w h o d i e d last 

year . N o r m a n B a r r y has w r i t t e n a n a p p r e c i a t i o n o f this 

a u t h o r - a c t i v i s t . 

Af te r fall ing, gaso l ine p r i c e s are o n t h e r ise aga in , 

m e a n i n g po l i t i c i ans w i l l b e ca l l ing for s o m e k i n d o f 

p r i c e c o n t r o l s o r windfa l l -p ro f i t s t ax . A r t h u r F o u l k e s 

h e a d s t h e m off at t h e p u m p . 

A r e t h e ideas i n J o h n S t u a r t Mil l ' s On Liberty d a t ed? 

I n o u r F E E T i m e l y Classic f r o m 1 9 5 6 , F r a n k C h o d o r o v 

de fends M i l l against a d i s t i n g u i s h e d c o n s e r v a t i v e cr i t ic . 

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 b e e n w o r k i n g o n : 

R i c h a r d E b e l i n g desc r ibe s t h e G r e a t A u s t r i a n Inf la t ion . 

D o n a l d B o u d r e a u x pays t r i b u t e t o b o o k s he 's f o u n d 

i m p o r t a n t . B u r t o n F o l s o m t races t h e o r i g i n s o f f a r m 

subs id ies . W a l t e r W i l l i a m s c o n t i n u e s his E c o n o m i c s for 

t h e C i t i z e n ser ies . A n d R o y C o r d a t o , h e a r i n g a c l a im 

t h a t a h i g h e r gaso l ine t ax w i l l " so lve e v e r y t h i n g , " 

p ro tes t s , " I t Ju s t A i n ' t S o ! " 

B o o k s a b o u t u n p l a n n e d o rde r , g loba l m a r k e t s , t a x -

f i n a n c e d po l i t i ca l c a m p a i g n s , a n d free s p e e c h o n c a m p u s 

h a v e c a u g h t t h e eyes o f this m o n t h ' s r e v i e w e r s . 

—Sheldon Richman 

srichman@fee.org 
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A Higher Gasoline Tax Will "Solve Everything"? 
It Just Ain't So! 

BY ROY CORDATO 

R egre t tab ly , I h a v e t o c r i t i c i ze s o m e o n e w h o , i n 

t h e past , I have a d m i r e d a g rea t deal . J o h n T i e r -

n e y is an i conoc l a s t i c c o l u m n i s t for t h e New 

York Times w h o has b e e n w r i t i n g o n e n v i r o n m e n t a l 

issues for at least a d e c a d e . H i s now-c l a s s i c 1 9 9 6 Times 

Magazine s t o r y c r i t i c a l o f r e c y c l i n g w a s a w e l l -

r e s e a r c h e d ar t ic le t h a t I have r e fe r red t o m a n y t i m e s . 

U n f o r t u n a t e l y , in a n O c t o b e r 4 , 2 0 0 5 , c o l u m n t i t l ed 

" T h e S o l v e - E v e r y t h i n g T a x " T i e r n e y b u y s i n t o a l a u n ­

d r y list o f e c o n o m i c a n d scient if ic fallacies as jus t i f i ca ­

t i o n for a n e w 5 0 - c e n t - p e r - g a l l o n 

gaso l ine tax . 

H e o p e n s by saying, " I have a m o d ­

est p r o p o s a l t o f ight g loba l w a r m i n g , 

save ene rgy , c u t air p o l l u t i o n , ease traf­

fic c o n g e s t i o n , r e d u c e h i g h w a y fatali­

ties a n d , w h i l e w e r e at it, r e f o r m 

Socia l Secur i ty . " B u t in fact, T i e r n e y s 

" S o l v e E v e r y t h i n g T a x " w o u l d solve 

n o t h i n g a n d w o u l d causes p r o b l e m s o f 

its o w n . Let 's t ake his c la ims o n e at a 

t i m e . 

Fight global warming. In a 1 9 9 8 Geographical Research 

Letter a r t ic le T h o m a s W i g l e y , a sc ient is t w h o accep t s t h e 

a l a rmis t v i s ion o f g loba l w a r m i n g , c o n c l u d e d tha t if t h e 

K y o t o P r o t o c o l w e r e i m p l e m e n t e d w i t h 100 p e r c e n t 

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

tu res in 5 0 years tha t are an u n d e t e c t a b l e 0 . 1 2 6 d e g r e e s 

F a h r e n h e i t c o o l e r t h a n t h e y o t h e r w i s e w o u l d b e . T h i s 

resul t has g o n e u n c h a l l e n g e d . E v e n if o n e accep t s t h e 

a l a rmis t p o s i t i o n t h a t g loba l w a r m i n g is p r i m a r i l y 

h u m a n i n d u c e d a n d t h a t its effects wi l l b e d r a m a t i c , 

ex t ens ive , a n d h a r m f u l , a 5 0 - c e n t - p e r - g a l l o n gaso l ine t ax 

wi l l d o n o t h i n g t o a l leviate t h e p r o b l e m . 

But in fact, Tierney s 
"Solve Everything 
Tax" would solve 
nothing and would 
cause problems of 
its own. 

Save Energy. It is n o t t h e role o f g o v e r n m e n t t o tell 

p e o p l e w h i c h p r o d u c t i v e i n p u t s t h e y s h o u l d e c o n o m i z e 

o n a n d w h i c h t h e y s h o u l d use m o r e of. M a r k e t p r ices 

reflect relative scarcities, a n d p e o p l e wi l l m a k e tradeoffs 

i n the i r lives a n d p r o d u c t i v e activities accordingly . F o r 

T i e r n e y to suggest tha t h e o r p o l i c y m a k e r s k n o w b e t t e r 

w h a t resources s h o u l d b e c o n s e r v e d invokes w h a t H a y e k 

cal led a " p r e t e n s e o f k n o w l e d g e " a n d subst i tu tes t h e d e c i ­

s ions o f cent ra l p l anne r s for freely c h o o s i n g indiv iduals . 

Cut air pollution. A s s u m i n g tha t T i e r n e y is r e f e r r i n g t o 

g r o u n d - l e v e l o z o n e ( smog) , t h e p r i ­

m a r y p o l l u t i o n " p r o b l e m " still a t t r i b ­

u t e d t o cars, t h e n this t ax is l ikely 

t o a c c o m p l i s h l i t t l e . N a t i o n w i d e , 

g r o u n d - l e v e l o z o n e has b e e n in s teady 

d e c l i n e for m a n y years a n d this is l i ke ­

ly t o c o n t i n u e . O l d e r , m o r e - p o l l u t i n g 

cars are b e i n g r ep l aced by n e w e r , 

c l eane r cars, a n d in t h e n e x t few years 

m o r e s t r i n g e n t federal r egu la t ions are 

c o m i n g o n l ine . L e a v i n g aside a r g u ­

m e n t s tha t b o t h t h e federal o z o n e s t anda rd a n d these 

n e w ru les are overki l l , if n o t h i n g m o r e is d o n e , m o s t if 

n o t all o f t h e c o u n t r y wi l l b e in c o m p l i a n c e w i t h this 

s t anda rd w i t h i n t h e n e x t several years . T i e r n e y doesn ' t 

e x p l a i n w h y a p e r m a n e n t tax increase o n gaso l ine is 

necessa ry t o a t t ack w h a t is at m o s t a s h o r t - r u n p r o b l e m . 

Ease traffic congestion. C o n g e s t i o n is e x p e r i e n c e d p r i ­

m a r i l y d u r i n g m o r n i n g a n d e v e n i n g r u s h h o u r s . C o m ­

m u t i n g to w o r k is p r o b a b l y t h e m o s t i m p o r t a n t use tha t 
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Nortli Carolina State University. 
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I T J U S T A I N ' T S O ! : A H i g h e r G a s o l i n e T a x W i l l " S o l v e E v e r y t h i n g " ? 

p e o p l e m a k e o f t h e i r cars . E c o n o m i c analysis suggests 

t ha t t h e h i g h e r p r i c e s b r o u g h t a b o u t b y a n e w 5 0 - c e n t 

t a x — w h i c h wi l l t rans la te i n t o less t h a n a 5 0 - c e n t p r i c e 

inc rease at t h e p u m p — w i l l ge t p e o p l e t o e c o n o m i z e o n 

t h e least, n o t t h e m o s t , i m p o r t a n t uses o f t h e i r car. In 

o t h e r w o r d s , p e o p l e are m o s t l ikely t o d e c i d e t o g o t o 

r e s t au ran t s o r m o v i e t h e a t e r s t h a t are c loser t o t h e i r 

h o m e s , o r t ake vaca t i ons tha t d o n o t invo lve q u i t e as 

l o n g a d r ive . N o n e o f this wi l l have an effect o n traffic 

c o n g e s t i o n d u r i n g r u s h h o u r . 

Reduce highway fatalities. To t h e e x t e n t t ha t this t ax 

e n c o u r a g e s t h e p u r c h a s e o f l igh te r , m o r e fuel -eff ic ient 

cars it w i l l ac tua l ly inc rease h i g h w a y fatalit ies. T h i s has 

b e e n t h e w e l l - d o c u m e n t e d resul t o f federa l C o r p o r a t e 

A v e r a g e F u e l E c o n o m y ( C A F E ) s tandards . 

Reform Social Security. F o r T i e r n e y 

this is t h e c l i nche r . It is w h a t ensu res 

t h a t his gas t ax is i n d e e d t h e " so lve 

e v e r y t h i n g tax ." T h e i dea is t ha t t h e 

r e v e n u e f r o m t h e gas t ax w o u l d f u n d 

p r i v a t e a c c o u n t s for Socia l S e c u r i t y so, 

as T i e r n e y p u t s it, " a t least t hey ' l l ge t 

t h e i r m o n e y b a c k , " r e f e r r i n g t o p u r ­

chasers o f gaso l ine . T h e i dea t h a t p e o ­

p l e w h o pay t h e gas t ax wi l l " g e t t h e i r 

m o n e y b a c k " in t h e f o r m o f a p r i v a t e 

r e t i r e m e n t a c c o u n t is b a s e d o n several 

false a s s u m p t i o n s . First it a s sumes t h a t 

t h e s e a c c o u n t s wi l l s o m e h o w b e set u p 

in p r o p o r t i o n t o t h e a m o u n t o f gas t ax 

t h a t p e o p l e pay. If th is is n o t t h e case, t h e n t h e w h o l e 

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

fer f r o m t h o s e w h o pay re la t ively m o r e in taxes t o t h o s e 

w h o rece ive re la t ively m o r e in " r e t i r e m e n t a c c o u n t 

m o n e y . " B u t e v e n if A m e r i c a n s w e r e g i v e n r e t i r e m e n t 

a c c o u n t s t h a t exac t ly e q u a l e d t h e a m o u n t p a i d in gas 

taxes , t h e y w o u l d still b e m a d e w o r s e o f f .Th i s is b e c a u s e 

w i t h o u t t h e t ax , t h e m o n e y can b e u s e d at a n y t i m e for 

a n y p u r p o s e — t o pay t h e r e n t , b u y n e w c lo the s , a n d 

m a k e car p a y m e n t s , a n d so o n . B u t m o n e y r e c e i v e d as a 

r e t i r e m e n t a c c o u n t w o u l d b e r e s t r i c t ed t o r e t i r e m e n t 

use . H e n c e f r o m t h e p e r s p e c t i v e o f e c o n o m i c s t h a t 

m o n e y is less va luab le t o t h e t a x p a y e r t h a n t h e m o n e y 

Ultimately, these 
calculations require 
the same information 
that an all-knowing 
economic central 
planner would need 
to efficiently plan an 
entire economy 

t h e a c c o u n t w o u l d a c c u m u l a t e in te res t . If t h e g a s o l i n e -

t ax paye r p r e f e r r e d to p u t this m o n e y away in a n I R A o r 

o t h e r r e t i r e m e n t a c c o u n t a n d have it a c c u m u l a t e i n t e r ­

est, h e w o u l d have t h a t o p t i o n w i t h o u t t h e " h e l p " ( c o e r ­

c ion ) o f T i e r n e y s gas tax . 

T h e idea o f f u n d i n g p r i v a t e a c c o u n t s for Socia l S e c u ­

r i t y w i t h a t ax inc rease is c e r t a in ly n o t a n o v e l idea . B u t 

a c c o r d i n g t o T i e r n e y , this isn ' t j u s t a n y t ax increase . T h i s 

is a t ax inc rease t h a t w o u l d b e g o o d for soc i e ty e v e n if 

Soc ia l S e c u r i t y w e r e n o t t h e t a rge t o f its b o o t y . 

Unrealistic Assumptions 

Finally, t o p u t s o m e " r i g o r " i n t o his p r o p o s a l , T i e r n e y 

t u r n s t o a s t u d y in t h e American Economic Review 

p u r p o r t i n g t o s h o w t h a t t h e gas t ax " s h o u l d inc rease b y 

6 0 cen t s p e r ga l lon t o c o m p e n s a t e for 

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

costs t h a t d r ive r s i m p o s e o n society." 

Bes ides t h e fact t h a t n o n e o f t h e s e 

r e v e n u e s w o u l d b e u s e d t o " c o m p e n ­

s a t e " a n y o n e for a n y t h i n g , t o a r r ive at 

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

s t u d y h a d t o m a k e a s s u m p t i o n s a b o u t 

m a r k e t p r i c e s a n d w h a t t h e y r e p r e s e n t 

t ha t have n o r e l a t i o n s h i p t o t h e real 

w o r l d . W h e n assessing t h e t ax ca l cu l a ­

t ions m a d e in t h e s e k i n d s o f s tud ies , 

N o b e l l au rea t e J a m e s B u c h a n a n c o n ­

c l u d e d in his b o o k Cost and Choice, 

" [ T ] h e analys t has n o b e n c h m a r k 

f r o m w h i c h p laus ib le e s t ima tes can b e m a d e . " U l t i m a t e ­

ly, t h e s e ca lcu la t ions r e q u i r e t h e s a m e i n f o r m a t i o n tha t 

a n a l l - k n o w i n g e c o n o m i c c e n t r a l p l a n n e r w o u l d n e e d to 

eff iciently p l a n a n e n t i r e e c o n o m y . T h i s is w h y " p o l l u ­

t i o n t a x e s " a d v o c a t e d b y m a n y e c o n o m i s t s as a " m a r k e t 

b a s e d " p o l i c y are ac tua l ly a " s t e a l t h " f o r m o f socia l i sm. 

U l t i m a t e l y , taxes o f this sor t , w h i l e d e r i v e d in a n air o f 

r i g o r a n d m a t h e m a t i c a l e l e g a n c e , are a rb i t r a ry a n d 

m e a n i n g l e s s i n t e r m s o f t h e i r s t a ted g o a l — i n c r e a s i n g 

e c o n o m i c eff ic iency a n d social wel fa re . 

In reality, T i e r n e y s t ax is n o t h i n g special . L ike a t y p ­

ical " s in t ax , " its i n t e n t i o n s are pa te rna l i s t i c . A n d l ike all 

o t h e r taxes , it coe rc ive ly t ransfers w e a l t h a n d d is tor t s 

p a i d in taxes . T h i s takes i n t o a c c o u n t t h a t t h e m o n e y in e c o n o m i c d e c i s i o n - m a k i n g . 
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N e w Urbanism: Same Old Social Engineering 

B Y S T E V E N G R E E N H U T 

Wh a t should l i be r t a r i ans t h i n k o f a n i n c r e a s ­

i n g l y i n f l u e n t i a l l a n d - u s e a n d p l a n n i n g 

m o v e m e n t k n o w n as t h e N e w U r b a n i s m , 

w h i c h seeks a b r o a d c h a n g e in t h e w a y cit ies a n d s u b ­

u r b s d e v e l o p ? 

T h a t ' s b e c o m e a h e a t e d q u e s t i o n as this a r c h i t e c t u r a l 

p h i l o s o p h y gains t r a c t i o n , n o t o n l y in a c a d e m i a a n d t h e 

m e d i a , b u t i n t h e p l a n n i n g agenc i e s a n d g o v e r n m e n t 

b u r e a u s t h a t h a v e p o w e r ove r d e v e l o p m e n t dec i s ions in 

ci t ies , c o u n t i e s , a n d states. 

Is this a n essent ia l ly t o t a l i t a r i an a t t e m p t t o i m p o s e 

a Utopian i d e a o n A m e r i c a 

t h r o u g h t h e use of h e a v y - h a n d ­

ed r e g u l a t i o n , o r is it m e r e l y a 

m a r k e t - b a s e d a l t e rna t ive t o t h e 

c u r r e n t p l a n n i n g r e g i m e n ? T h e 

a n s w e r is i m p o r t a n t , g i v e n t h a t 

l oca l l a n d - u s e d e c i s i o n s a n d 

loca l p l a n n i n g officials have a n 

e n o r m o u s i m p a c t o n A m e r i ­

cans ' p r o p e r t y r i gh t s a n d o t h e r 

f r e e d o m s . 

I a r g u e t h a t it is m o s t l y t h e 

f o r m e r — t h a t N e w U r b a n i s m 

is, t o o o f t en , a b o u t c o e r c i o n 

a n d r e g u l a t i o n — b u t t h a t t h e r e is n o r e a s o n it c a n n o t b e 

t h e lat ter . I n o t h e r w o r d s , N e w U r b a n i s t s s h o u l d b e 

o p p o s e d w h e n t h e y t r y t o i m p o s e t h e i r p h i l o s o p h y o n 

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

s eek t o offer N e w U r b a n i s t - s t y l e p r o d u c t s i n t h e m a r ­

ke tp l ace . 

N e w U r b a n i s m ' s t e n e t s are s i m p l e : S u b u r b a n life 

u n d e r m i n e s a sense o f c o m m u n i t y . P e o p l e s p e n d t o o 

m u c h t i m e in t h e i r o w n p r i v a t e space a n d in t h e i r a u t o -

New Urbanism is, too often, about 
but there is no reason it cannot be 
to the current planning regimen. 

m o b i l e s . C o m m u n i t i e s s h o u l d b e bu i l t at m u c h h i g h e r 

dens i t i es . P e o p l e s h o u l d b e able t o w a l k f rom t h e i r 

h o m e s t o s tores . T h e y s h o u l d b e able t o h o p o n a b u s o r 

a rail l ine r a t h e r t h a n take t h e i r car. E v e r y t o w n s h o u l d 

have a v i b r a n t a n d h i p cen t ra l area, a n d t h e r e s h o u l d b e 

o p e n space b e t w e e n t o w n s . C i t i e s s h o u l d g r o w m o s t l y 

w i t h i n ex i s t ing u r b a n b o u n d a r i e s . E a c h u r b a n area 

w o u l d have a co re , w i t h g r o w t h o c c u r r i n g in an o r d e r ­

ly d i a m e t e r a r o u n d it. N e i g h b o r h o o d s s h o u l d b e diverse , 

e thn ica l ly a n d e c o n o m i c a l l y . 

I t ake issue w i t h m a n y o f these p o i n t s . S u b u r b a n 

n e i g h b o r h o o d s are of ten filled 

w i t h t h e v i b r a n t sense o f c o m ­

m u n i t y t h e N e w U r b a n i s t s say 

is l a c k i n g . T h e r e ' s n o t h i n g 

w r o n g w i t h p r e f e r r i n g t o s p e n d 

t i m e in a p r iva t e b a c k y a r d r a t h e r 

t h a n in t h e c o m m o n s area N e w 

U r b a n i s t s w a n t us t o s p e n d t i m e 

A u t o m o b i l e s offer m o r e 

l i fes tyle c h o i c e s t h a n t r an s i t 

d e p e n d e n c y . A l t h o u g h h i p 

n e i g h b o r h o o d s are grea t for a 

c e r t a i n s t age i n life ( y o u n g 

a d u l t h o o d ) , t h e y lose t h e i r appea l d u r i n g o t h e r stages 

( m a r r i e d w i t h k ids) . I d o n ' t u n d e r s t a n d w h y a ci ty as 

N e w U r b a n i s t s c o n c e i v e it is any m o r e a p p e a l i n g t h a n 

any o t h e r f o r m o f city, a n d I d o n o t t h i n k diversity, e c o ­

n o m i c o r e t h n i c , is e i t h e r g o o d o r b a d in a n d o f itself. 

coercion and regulation— 
a market-based alternative 
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P e o p l e s h o u l d live a r o u n d w h o m e v e r t h e y w a n t t o live 

a r o u n d , for a n y r ea son . 

N e v e r t h e l e s s , m y p e r s o n a l d i s a g r e e m e n t s w i t h t h e 

N e w U r b a n i s t analysis are la rge ly b e s i d e t h e p o i n t . T h e r e 

isn ' t a n y t h i n g necessa r i ly m o r e l i b e r t a r i a n a b o u t o n e 

lifestyle c h o i c e ove r a n o t h e r . S o m e p e o p l e wi l l p re fe r 

u r b a n lifestyles, o t h e r s s u b u r b a n o n e s , still o t h e r s r u r a l 

o n e s . T o a la rge d e g r e e t h e y all h a v e b e e n i n f l u e n c e d b y 

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

U n f o r t u n a t e l y , N e w U r b a n i s m offers o n e a c c e p t a b l e 

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

m e n t r e g u l a t i o n t o i m p o s e it o n all o f us . O n e c a n n o t , 

say, e n s u r e t h e c r e a t i o n o f o p e n space a r o u n d cit ies a n d 

s top w h a t N e w U r b a n i s t s der i s ive ly call " s u b u r b a n 

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

r i gh t s . W e can ' t m o v e t o a t r a n s i t - d e p e n d e n t soc i e ty 

w i t h o u t n e w r e g u l a t i o n s a n d mass ive subs id ies . N e w 

U r b a n i s t l eade r s , de sp i t e t h e i r i n s i s t ence t h a t t h e y o n l y 

w a n t t h e f r e e d o m t o b u i l d t h e i r p ro j ec t s i n t h e m a r k e t ­

p lace , a d v o c a t e w h a t is k n o w n as t h e S m a r t C o d e . 

A n d r e s D u a n y , o n e o f N e w U r b a n i s m ' s f o u n d e r s a n d a 

l e a d e r o f t h e C o n g r e s s for t h e N e w U r b a n i s m ( C N U ) , 

exp la ins t h a t " T h e S m a r t C o d e is a p l a n n i n g t o o l t h a t 

p r o m o t e s a sus ta inab le u r b a n p a t t e r n w h i l e p r o t e c t i n g 

l a n d s c a p e t h a t is c o n s i d e r e d eco log ica l ly a n d cu l tu ra l ly 

va luab le . T h i s is a c c o m p l i s h e d t h r o u g h t h e c r e a t i o n o f 

p lans a n d s t andards t h a t d e t e r m i n e w h e r e d e v e l o p m e n t 

wi l l o c c u r a n d h o w it wi l l b e i m p l e m e n t e d . " 

T h a t s o u n d s ee r i ly coe rc ive . A n d in f luen t ia l N e w 

U r b a n i s t t h i n k e r s p a i n t a d o o m - a n d - g l o o m s c e n a r i o 

d e s i g n e d t o scare m o s t A m e r i c a n s i n t o e m b r a c i n g a n e w 

r e g i m e n o f ru les a n d r e g u l a t i o n s , lest o u r s u b u r b a n 

n a t i o n d e s c e n d i n t o a p i t o f despai r , soul lessness , a n d 

e c o n o m i c r u i n . 

J a m e s H o w a r d Kuns t l e r , an a u t h o r , a c a d e m i c , a n d ally 

o f t h e m o v e m e n t , a rgues in a r e c e n t c o l u m n p o s t e d o n 

his w e b s i t e t h a t " T h e o v e r r i d i n g i m p e r a t i v e task for us 

in t h e face o f t h e p r o b l e m s a h e a d wi l l b e t h e d o w n s c a l -

i n g o f v i r t ua l ly all act ivi t ies i n A m e r i c a . . . . A m e r i c a 

m a d e t h e u n f o r t u n a t e c h o i c e (by i n a t t e n t i o n , really) o f 

a l l o w i n g n e a r l y all o f its retai l t r a d e t o b e c o n s o l i d a t e d 

by a v e r y f e w h u g e n a t i o n a l o p e r a t i o n s , t h e W a l - M a r t s 

a n d o t h e r g i g a n t i c d i s c o u n t e r s . " H e calls for A m e r i c a n 

soc i e ty " t o b e r e o r g a n i z e d at t h e loca l a n d r e g i o n a l 

scale." K u n s t l e r is eager ly a w a i t i n g t h e d e m i s e o f c h e a p 

N e w U r b a n i s m : S a m e O l d S o c i a l E n g i n e e r i n g 

oil a n d p r e d i c t i n g a c rash in h o m e va lues a n d t h e s u b s e ­

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

t u r n i n g i n t o f e s t e r ing s lums . 

H e ' s w e l c o m e t o his p r e d i c t i o n s , b u t his talk o f 

" d o w n s c a l i n g " society, o f b e i n g m i s t a k e n in " a l l o w i n g " 

t h e p ro l i f e r a t i on o f W a l - M a r t s , a n d o f massive " r e o r g a n ­

i z a t i o n " is n o t t h e l a n g u a g e o f f r e e d o m . A n d K u n s t l e r 

offers a " w e k n o w b e s t " r e b u t t a l t o t h o s e w h o ask 

w h e t h e r it's o k a y t o l ive i n s u b u r b i a . 

" T h e a r g u m e n t t h a t p e o p l e l ike d r i v i n g a r o u n d in 

t h e i r S U V s a n d l i v ing in p o d subd iv i s ions is real ly bes ide 

t h e p o i n t , " K u n s t l e r said o n C N N in 2 0 0 1 . " P e o p l e also 

l ike s h o o t i n g h e r o i n . P e o p l e also l ike d r i n k i n g t o o 

m u c h . . . . W e are sp i r i tua l ly i m p o v e r i s h i n g ourse lves b y 

l i v ing i n t h e s e e n v i r o n m e n t s . " 

T h e subt i t l e o f his w e b s i t e ar t ic le is " N o t e s o n t h e 

c o m i n g t r a n s f o r m a t i o n o f A m e r i c a n life." M o s t o f us ge t 

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

society, ye t t he se apoca lyp t i c w o r d s are e m b r a c e d n o t 

o n l y b y t h o s e o n t h e pol i t i ca l left, b u t also a m o n g " p a l e o -

c o n s e r v a t i v e s " p i n i n g for a s impler , m o r e t r ad i t i ona l life. 

The Language of Deregulation 

To sell t h e i r f a r - r e a c h i n g goals t o p e o p l e w h o d o n ' t 

necessa r i ly w a n t t h e i r lives r e o r d e r e d b y e x p e r t s , 

N e w U r b a n i s t s h a v e b e e n clever , a n d e v e n d e c e p t i v e . 

T h e y use t h e l a n g u a g e o f d e r e g u l a t i o n a n d fairness , 

m e a n w h i l e d e n y i n g t h a t calls for h e a v y - h a n d e d cen t r a l 

p l a n n i n g have a n y t h i n g t o d o w i t h t h e i r m o v e m e n t . O n 

c loser e x a m i n a t i o n w e f ind t h a t N e w U r b a n i s t s are s e r i ­

o u s a b o u t d e r e g u l a t i n g l a n d u s e — b u t o n l y w h e n it he lps 

t h e m a c h i e v e t h e i r goals . T h e y are q u i t e c o m f o r t a b l e 

w i t h n e w l a n d - u s e ru les , u r b a n g r o w t h b o u n d a r i e s , e m i ­

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

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

types o f c o m m u n i t i e s t h e y prefer . T h e y d o n o t s e e m t o 

care a b o u t f r e e d o m , o n l y a b o u t t h e i r d e s i g n goals . 

T h e C h i c a g o - b a s e d C N U is r u n b y J o h n N o r q u i s t , 

f o r m e r m a y o r o f M i l w a u k e e . N o r q u i s t is a m o d e r a t e 

guy, bes t k n o w n for s t a n d i n g u p t o u n r u l y p u b l i c -

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

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

ty o w n e r s i n Kelo v. City of New London a n d s p o k e o u t 

agains t t h e S u p r e m e C o u r t ' s d e c i s i o n in tha t case a l l o w ­

i n g t h e c i ty t o u se e m i n e n t d o m a i n for e c o n o m i c d e v e l -
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o p m e n t . H e a rgues , persuasively, for m o r e d e r e g u l a t i o n 

o f l a n d - u s e dec i s ions . 

W h a t ' s n o t for a l i b e r t a r i a n t o l ike? U n f o r t u n a t e l y , 

N o r q u i s t is t h e m o d e r a t e face o n a m o v e m e n t filled b y 

p e o p l e w h o v i e w P o r t l a n d , O r e g o n , as N i r v a n a . In P o r t ­

l a n d loca l officials ins ta l led a M e t r o g o v e r n m e n t t o c o n ­

t rol all r e g i o n a l p l a n n i n g dec i s ions a n d i m p o s e d a " g r e e n 

l i n e " t h a t v i r t ua l ly o u t l a w s d e v e l o p m e n t o u t s i d e a n 

u r b a n b o u n d a r y . L a n d is b e i n g d e r e g u l a t e d w i t h i n t h e 

b o u n d a r y t o a l l o w t h e c r e a t i o n o f h i g h - r i s e l iv ing , b u t it 

is to ta l ly c o n t r o l l e d o u t s i d e t h e b o u n d a r y . H u g e subs i ­

dies are p o u r e d i n t o t h e c r e a t i o n o f a rail sys t em. 

Af te r I r e f e r r ed t o N e w U r b a n i s m as " t o t a l i t a r i a n " in 

an Orange County Register c o l u m n , N o r q u i s t r e s p o n d e d 

w i t h t h e s e a r g u m e n t s : 

" T h e N e w U r b a n i s t s d o n o t d e m a n d t h e e l i m i n a t i o n 

o f s u b u r b i a — o n l y t h a t w e b e 

a l l o w e d t o b u i l d c o m p a c t , 

w a l k a b l e a n d m i x e d - u s e c o m ­

m u n i t i e s . C u r r e n t z o n i n g c o d e s 

in m o s t areas a l l ow o n l y t h e 

d e v e l o p m e n t o f s i n g l e - u s e , 

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

d iv i s ions , s h o p p i n g c e n t e r s a n d 

office p a r k s . N e w U r b a n i s t s 

h a v e f o u n d t h a t t h e r e is a 

s t r o n g m a r k e t d e m a n d for t r a ­

d i t i o n a l t o w n s , a n d tha t t o w n s 

s h o u l d n o t face r e g u l a t o r y 

obs tac les g r e a t e r t h a n c o n v e n ­

t i o n a l s u b u r b i a . " 

T h o s e are r e a s o n a b l e p o i n t s , ideas t h a t l ibe r t a r i ans 

c a n s u p p o r t . T h a t p e r h a p s exp la ins w h y s o m e l i b e r t a r i ­

ans gave m e a h a r d t i m e after I w r o t e several c o l u m n s 

c r i t i q u i n g N e w U r b a n i s m . B u t there ' s m u c h m o r e t o t h e 

m o v e m e n t t h a n t h a t b e n i g n aspec t . 

N o r q u i s t m a d e t h e d i s t i n c t i o n b e t w e e n N e w U r b a n ­

i sm, w h i c h h e desc r ibe s as a m a r k e t p h e n o m e n o n , a n d 

S m a r t G r o w t h , w h i c h h e desc r ibe s as a p u b l i c - p o l i c y 

m o v e m e n t . S o m e N e w U r b a n i s t d e f e n d e r s p l a c e 

K u n s t l e r i n t h e S m a r t G r o w t h m o v e m e n t a n d say h e 

d o e s n ' t e p i t o m i z e N e w U r b a n i s m . W h e n I c r i t i c i zed a 

loca l city 's (Brea , Ca l i fo rn ia ) use o f e m i n e n t d o m a i n t o 

c r ea t e a N e w U r b a n i s t d o w n t o w n , N e w U r b a n i s t s t o l d 

m e t h a t isn ' t real ly N e w U r b a n i s m . N o r q u i s t i n v i t e d m e 

to speak o n a p a n e l at a C N U c o n f e r e n c e in Pasadena t o 

air m y cr i t ic i sms o f t h e m o v e m e n t . 

No Distinctions to Be Found 

Yet after s p e a k i n g to t h e C o n g r e s s a n d a t t e n d i n g its 

c o n f e r e n c e , I f o u n d tha t t h e d i s t inc t ions N o r q u i s t 

m a d e b e t w e e n g o v e r n m e n t - h e a v y S m a r t G r o w t h a n d 

m a r k e t - o r i e n t e d N e w U r b a n i s m s e e m p h o n y . A flier i n 

t h e i n f o r m a t i o n p a c k e t p r o m o t e d S m a r t G r o w t h . T h e 

N e w U r b a n i s t s I 've t a lked to always s e e m eage r t o use 

g o v e r n m e n t t o p r o m o t e t h e i r e n d s . T h e w e b s i t e 

w w w . n e w u r b a n i s m . o r g i nc ludes a g l o w i n g d e s c r i p t i o n 

o f S m a r t G r o w t h , w h i c h advoca tes nea r ly iden t i ca l p r i n ­

ciples t o t h o s e a d v a n c e d by N e w U r b a n i s m — c o m p a c t 

w a l k a b l e c o m m u n i t i e s , d e v e l o p m e n t w i t h i n ex i s t ing 

u r b a n b o u n d a r i e s , a n d so fo r th . 

As I m e n t i o n e d in m y s p e e c h 

at t h e c o n f e r e n c e , t h e C N U ' s 

c h a r t e r for t h e N e w U r b a n i s m 

is fi l led w i t h g o v e r n m e n t a l 

d e m a n d s : " W e a d v o c a t e t h e 

r e s t r u c t u r i n g o f p u b l i c po l i cy 

a n d d e v e l o p m e n t prac t ices t o 

s u p p o r t t h e f o l l o w i n g p r i n c i ­

ples: n e i g h b o r h o o d s s h o u l d b e 

d iverse in use a n d p o p u l a t i o n ; 

c o m m u n i t i e s s h o u l d b e de s igned 

for t h e p e d e s t r i a n a n d t ransi t as 

wel l as t h e c a r . . . . " N e w U r b a n ­

ists call for m e t r o p o l i t a n g o v e r n ­

m e n t , w h i c h w o u l d m a k e it far m o r e difficult for 

ind iv idua l s t o escape any foolish p u b l i c po l ic ies . S u b ­

u rbs , w i t h t he i r i nd iv idua l g o v e r n m e n t s , have l o n g b o t h ­

e r e d t h o s e w h o p r o m o t e h i g h taxes , b u r d e n s o m e 

r e g u l a t i o n s , a n d o t h e r socialist ideas . In a r e g i o n w i t h 

m u l t i p l e g o v e r n m e n t s , res idents can flee t o o n e s w i t h 

b e t t e r s c h o o l sys tems, l o w e r taxes, a n d fewer r egu la t ions . 

W i t h m e t r o p o l i t a n g o v e r n m e n t , o n e m u s t leave t h e 

r e g i o n t o flee t h e g o v e r n m e n t p l a n n e r s , b u t t h e N e w 

U r b a n i s t s prefer m e t r o p o l i t a n " s o l u t i o n s " tha t r e d u c e 

i nd iv idua l f r e e d o m a n d c h o i c e . 

Ironically, t h e Brea d o w n t o w n , bu i l t o n e m i n e n t 

d o m a i n a n d e n o r m o u s subsidies , was c e l e b r a t e d at t h e 

c o n f e r e n c e as a N e w U r b a n i s t success, w i t h t o u r s o f 

t h e area offered t o a t t e n d e e s . D u r i n g o n e p r e s e n t a t i o n 

Downtown Brea, California 
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K u n s t l e r was c e l e b r a t e d as a v i s ionary . N o r q u i s t t o o k 

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

p a n e l D u a n y m a d e a n i m p a s s i o n e d case for its use , ins is t ­

i n g t h a t N e w U r b a n i s t s w o u l d use a n y m e a n s available 

t o ach i eve t h e i r e n d s . 

So w h a t ' s t h e d i f fe rence b e t w e e n m a r k e t - o r i e n t e d 

N e w U r b a n i s m a n d g o v e r n m e n t - i n t e n s i v e S m a r t 

G r o w t h ? 

N o t h i n g as far as I c a n tell . It's t h e s a m e m o v e m e n t , 

b u t w h e n e v e r cr i t ics p o i n t t o its c o e r c i v e po l i c i e s , N e w 

U r b a n i s t s say, " D o n ' t b l a m e us . T h a t ' s S m a r t G r o w t h . 

W e ' r e j u s t a d e s i g n m o v e m e n t . " T h a t is in t e l l ec tua l ly d i s ­

h o n e s t . N e w U r b a n i s m a n d S m a r t G r o w t h are t h e f l ip-

sides o f t h e s a m e c o i n — a p l a n n i n g r e g i m e n t h a t w a n t s 

t o d e r e g u l a t e c u r r e n t l a n d - u s e p rac t i ce s t o i m p o s e a n e w 

set o f e v e n - m o r e - d r a c o n i a n l a n d - u s e 

ru les t h a t p r o m o t e t h e c r e a t i o n o f 

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

m e n t s . If t h e N e w U r b a n i s t s w e r e s e r i ­

o u s a b o u t d e r e g u l a t i o n , a rgues R a n d a l 

O ' T o o l e o f t h e A m e r i c a n D r e a m 

C o a l i t i o n , t h e n H o u s t o n , w i t h its l ack 

o f z o n i n g , w o u l d b e t h e i r f avor i t e city. 

In s t ead , P o r t l a n d invar i ab ly t o p s t h e 

N e w U r b a n i s t list. 

" F o r m a n y N e w U r b a n i s t s , it isn ' t 

e n o u g h t o b u i l d t o t h e m a r k e t , " a rgues 

O ' T o o l e a n d S t e p h e n T o w n , i n a F e b ­

r u a r y 2 0 0 5 Reason m a g a z i n e ar t ic le . 

" T h e C o n g r e s s for t h e N e w U r b a n ­

i sm, f o u n d e d in 1 9 9 3 , dec lares o n its W e b site t h a t 'all 

d e v e l o p m e n t s h o u l d b e in t h e f o r m o f c o m p a c t , w a l k a ­

b le n e i g h b o r h o o d s . ' N e w U r b a n i s t s eager ly h e l p e d w r i t e 

z o n i n g c o d e s t h a t f o r b a d e t h i n g s t h a t h a d b e e n p r e v i ­

ous ly m a n d a t e d — b r o a d s t reets , l o w dens i t i e s , s e p a r a t i o n 

o f res iden t ia l f r o m c o m m e r c i a l u s e s — w h i l e m a n d a t i n g 

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

streets , h i g h dens i t i es a n d m i x e d uses ." 

S t e p h e n T o w n , a n a r c h i t e c t u r a l l ia ison officer w i t h a 

B r i t i s h p o l i c e d e p a r t m e n t , a rgues t h a t N e w U r b a n i s t 

c o m m u n i t i e s i nc rease c r i m e . F o r i n s t ance , N e w U r b a n ­

ist c o m m u n i t i e s o b l i t e r a t e p r i v a t e b a c k y a r d s a n d r ep l ace 

t h e m w i t h b r o a d c o m m o n areas, a n d m i x c o m m e r c i a l 

space w i t h i n res iden t i a l areas. I n t h a t s i t u a t i o n " e v e r y o n e 

In reality, N e w 
Urbanism is about 
imposing a certain 
aesthetic on the 
country, one more to 
the liking of an elite 
group of architects 
and planners. 

i n d i s t i n g u i s h a b l e f r o m l a w - a b i d i n g c i t i z e n s , " T o w n 

a rgues . I n s u b u r b i a , p e o p l e k n o w w h o b e l o n g s o n t h e 

s t reet a n d w h o d o e s n o t . 

L i v i n g i n s u c h p ro jec t s is f ine if p e o p l e w a n t t o 

c h o o s e t o live t h a t way, b u t N e w U r b a n i s t s are u s i n g 

t h e i r po l i t i ca l i n f l u e n c e t o m a n d a t e s u c h des igns . As 

T o w n n o t e s , t h e r e w i l l b e u n f a v o r a b l e c o n s e q u e n c e s . 

At the Congress for the New Urbanism 

My e x p e r i e n c e at t h e C o n g r e s s c o n f i r m e d w h a t I 

h a d l o n g be l i eved . W h e n I a t t e n d e d a sess ion o n 

r e l i g i o n a n d t h e N e w U r b a n i s m , I na ive ly e x p e c t e d it t o 

b e a b o u t t h e w a y s u b u r b a n l a n d - u s e ru les m a k e it diffi­

cu l t for c h u r c h e s t o l o c a t e t h e i r p r o p e r t i e s , o r t h e w a y 

ci t ies , i n t h e i r zeal for sa les- tax dol la rs , refuse t o a l l ow 

c h u r c h e s t o use l a n d t h a t c o u l d b e 

" b e t t e r " u s e d b y b i g - b o x s tores . 

I h e a r d n o n e o f t ha t . I n s t e a d , p a n ­

el ists s p e n t t h e i r t i m e c r i t i c i z i n g 

" m e g a - c h u r c h e s . " O n e p a n e l i s t 

c o u l d n ' t u n d e r s t a n d w h y c h u r c h e s 

felt t h e n e e d t o i n c l u d e baske tba l l 

c o u r t s . M y t h o u g h t : B e c a u s e t h e y 

w o u l d l ike t o h a v e t h o s e t h i n g s . T h e 

w h o l e t o n e o f t h e d i s cus s ion was e l i t ­

ist , a n d t h e f o c u s w a s o n w h a t 

c h u r c h e s o u g h t t o b e a l l o w e d t o d o . 

D u r i n g t h e q u e s t i o n - a n d - a n s w e r 

t i m e , a u d i e n c e m e m b e r s r a n t e d a b o u t 

t h e B u s h a d m i n i s t r a t i o n , c o r p o r a ­

t i o n s , a n d t h e l ike . It was a l m o s t funny, e x c e p t t h a t t h e s e 

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

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

m o t e " c o m m u n i t y . " T h a t s e e m e d d i s h o n e s t , g i v e n t h a t 

t h e c h u r c h e s t h e y h a t e — b i g s u b u r b a n c h u r c h e s — t e n d 

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

c h u r c h e s t h e y a d v o c a t e d — a r c h i t e c t u r a l l y b e a u t i f u l 

m a i n l i n e c h u r c h e s — o f t e n are d y i n g f r o m lack o f a t t e n ­

d a n c e . I n reality, N e w U r b a n i s m is a b o u t i m p o s i n g a 

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

o f a n e l i te g r o u p o f a r ch i t e c t s a n d p l a n n e r s . 

O n e o f t h e b i g c o n c e r n s a m o n g N e w U r b a n i s t s is 

t h a t s u b u r b a n i z a t i o n causes p e o p l e t o b e less w i l l i n g t o 

h a v e t h e i r taxes i n c r e a s e d t o p a y for social p r o g r a m s . T h e 

has t h e r i g h t o r e x c u s e t o b e p r e s e n t , a n d of fenders are b e s t - a t t e n d e d s e m i n a r was t h e o n e o n l igh t rail , i n w h i c h 
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N e w U r b a n i s t s ac t ive ly p u s h e d for mass ive subsidies t o 

b u i l d t h e s e l i t t l e - u s e d t ro l ley sys tems . N o d o u b t , t h e 

N e w U r b a n i s t s h a t e t h e 1 9 6 0 s - e r a u r b a n r e n e w a l p r o j ­

ects t h a t l i be r t a r i ans also h a t e . B u t l i be r t a r i ans u n d e r ­

s t a n d t h a t all c e n t r a l p l a n n i n g is b a d , w h i l e t h e N e w 

U r b a n i s t s s i m p l y w a n t t o r ep l ace t h e o l d c e n t r a l p lans 

w i t h t h e i r n e w a n d i m p r o v e d ve r s ions . It's a b i g differ­

e n c e . 

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

s tyle a n d e n t e r t a i n m e n t o f fe r ings . D i t t o for smal l t o w n s 

a n d e x u r b s . P r o f e s s o r R i c h a r d F l o r i d a a r g u e s t h a t t h e 

k e y t o u r b a n d e v e l o p m e n t is t o l u r e a " c r e a t i v e c lass" 

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

t ies , s u b s i d i z i n g d o w n t o w n lofts, a n d o t h e r m a r k s o f 

u r b a n c u l t u r e . I d o n ' t a g r e e , b u t t h a t a r g u m e n t u n d e r ­

s t a n d a b l y a p p e a l s t o s o m e l ifestyle l i b e r t a r i a n s . 

N i c k Gi l l esp ie , e d i t o r o f t h e l i b e r t a r i a n Reason m a g ­

az ine , e c h o e s t h a t i dea i n his F e b r u a r y 2 0 0 5 c o l u m n , 

" L i v e F r e e a n d D i e o f B o r e d o m . " H e c h i d e s a " U . S . E c o ­

n o m i c F r e e d o m I n d e x " c o m p i l e d b y Forbes m a g a z i n e 

a n d t h e Pacific R e s e a r c h Ins t i t u t e , w h i c h r anks U . S . 

states ba sed o n r e g u l a t o r y issues, t a x a t i o n , legal r isk, a n d 

o t h e r f r e e d o m - r e l a t e d m e a s u r e s . N e w Y o r k was last, 

Kansas first. 

" I f y o u h a d t o c h o o s e s o m e w h e r e t o live, w o u l d y o u 

really m o v e t o J a y h a w k c o u n t r y if y o u c o u l d f igure o u t 

a n y way, s h o r t o f a c t i n g in p o r n , t o stay in N e w Y o r k ? " 

Gi l l esp ie asks. " ' E c o n o m i c f r e e d o m ' . . . is p r e t t y far 

d o w n t h e list o f w h a t d r ives dec i s ions a b o u t l o c a t i o n , 

w h e t h e r for bus inesses o r ind iv idua l s . " A l t h o u g h Gi l l e s ­

p i e d o e s n ' t address t h e N e w U r b a n i s m directly, his c o l ­

u m n reflects w h y t h e N e w U r b a n i s m , i n its p r o m i s e d 

a n t i d o t e t o s u b u r b a n b o r e d o m , has a c e r t a i n appea l , 

especia l ly a m o n g y o u n g e r , e n t e r t a i n m e n t - o r i e n t e d p e o ­

p le . (I w o u l d h a v e h o p e d , h o w e v e r , t ha t t h e e d i t o r o f a 

m a j o r l i b e r t a r i a n m a g a z i n e w o u l d have p u t a h i g h e r p r i ­

o r i t y o n f r e e d o m , b u t I digress!) 

D e v e l o p e r s a n d p l a n n e r s I k n o w a r g u e t h a t N e w 

U r b a n i s m is f ine in r e a c h i n g tha t small d e m o g r a p h i c . B y 

all m e a n s , r egu l a t i ons s h o u l d b e r e d u c e d so tha t d e v e l ­

o p e r s c an r e i n v i g o r a t e o l d e r u r b a n areas w i t h e x c i t i n g 

n e w pro jec t s . B u t it m a k e s n o sense, a n d is an affront t o 

f r e e d o m , t o use S m a r t C o d e s a n d t h e l ike t o i m p o s e this 

n a r r o w p r e f e r e n c e o n t h e en t i r e n a t i o n . 

Deregulation Is the Answer 

In t h e S e p t e m b e r 2 0 0 5 New Urban News, R o b e r t 

S teu tev i l l e a rgues : " G r e e n h u t lives in w h a t is c o m ­

m o n l y cal led s u b u r b a n sprawl , a n d h e likes it. Tha t ' s f ine, 

b u t his n e i g h b o r h o o d is n o t free o f r e g u l a t i o n . E v e r y 

subd iv i s ion , i n c l u d i n g t h o s e in H o u s t o n , t h e ci ty w i t h ­

o u t z o n i n g , has t o s u b m i t t o r egu l a t i ons a n d approvals , 

w h i c h invo lve a d e g r e e o f c o e r c i o n . G r e e n h u t a n d o t h e r 

so -ca l l ed l i be r t a r i ans s u c h as R a n d a l O ' T o o l e n e v e r 

s e e m t o b e o u t r a g e d b y t h e c o e r c i o n o f z o n i n g tha t 

m a n d a t e s l o w - d e n s i t y sprawl ." 

S teu tev i l l e is r i g h t t ha t n o n e i g h b o r h o o d is free f rom 

r e g u l a t i o n , a l t h o u g h h e is w r o n g a b o u t m y s u p p o s e d 

lack o f o u t r a g e a b o u t r e g u l a t i o n t h a t m a n d a t e s l o w - d e n ­

sity sp rawl . M y c o l u m n cr i t ic izes eve ry f o r m o f l a n d - u s e 

r e g u l a t i o n , a n d I have d e f e n d e d t h e r i g h t o f d e v e l o p e r s 

t o b u i l d p ro jec t s t ha t c an b e cal led N e w U r b a n i s t . 

M a y b e w i t h i n his c r i t i c i sm lie t h e seeds o f c o m m o n 

g r o u n d . P e r h a p s w e , as l ibe r t a r i ans , s h o u l d m a k e a n offer 

t o S teu tev i l l e a n d o t h e r N e w U r b a n i s t s : Let 's j o i n in t h e 

f ight t o d e r e g u l a t e all l and u s e . T h e n N e w U r b a n i s t s c an 

b u i l d w h a t t h e y w a n t ; s u b u r b a n d e v e l o p e r s can b u i l d 

w h a t t h e y w a n t ; a n d w e ' l l all let t h e m a r k e t d e c i d e . 

B a s e d o n m y e x p e r i e n c e s w i t h N e w U r b a n i s t s , h o w ­

ever, I d o n ' t t h i n k w e ' l l ge t m a n y takers . ( § | 
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JefFersonians in Space 
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s o m e o f us occas iona l ly h a v e s t u m b l e d o n a t e l e v i ­

s ion s h o w ac tua l ly w o r t h w a t c h i n g , o n l y t o see it 

c a n c e l l e d p e r h a p s after j u s t a s eason o r t w o o n t h e 

air. 
F o r d e f e n d e r s o f f r e e d o m a n d i n d i v i d u a l i s m , it was 

e v e n w o r s e . I n 2 0 0 2 a s c i e n c e - f i c t i o n s h o w w i t h u n m i s ­

t akab le l i b e r t a r i a n l ean ings w o u n d u p las t ing o n l y fou r 

m o n t h s . "F i r e f ly" p r e m i e r e d o n F o x in S e p t e m b e r a n d 

was g o n e b y t h e e n d o f D e c e m b e r . I n fact, t h r e e o f t h e 

14 s h o w s c r e a t e d n e v e r a i red . B u t all was n o t lost t h a n k s 

t o D V D s a n d t h e m o v i e t hea t e r . 

B a c k i n t h e 1960s , G e n e R o d d e n -

b e r r y p i t c h e d a s c i e n c e - f i c t i o n s h o w 

t o N B C as a " W a g o n T r a i n t o t h e 

Stars ." " W a g o n T r a i n " was a t e l ev i s ion 

w e s t e r n , a n d T V execu t ives w e r e far 

m o r e e n a m o r e d w i t h w e s t e r n s t h a n 

w i t h sci-fi at t h e t i m e . N B C s i g n e d 

o n , a n d R o d d e n b e r r y ' s " S t a r T r e k " was 

b o r n , w h i c h t u r n e d o u t t o b e t e l e v i ­

sion's g rea tes t s c i e n c e - f i c t i o n success , 

e n c o m p a s s i n g six t e l ev i s ion ser ies a n d 

t e n m o t i o n p i c t u r e s ove r n e a r l y f o u r 

d e c a d e s . 

B u t " S t a r T r e k " was n o t a w e s t e r n in o u t e r space . F o r 

tha t , v i e w e r s h a d t o w a i t for Joss W h e d o n t o c rea te 

"Firefly." H e r e was a f a sc ina t ing m e r g e r o f t h e O l d W e s t 

w i t h space travel five h u n d r e d years in t h e fu tu re . G u n 

bel ts a n d s i x - s h o o t e r s w e n t a l o n g w i t h lasers. C o w b o y s 

o n h o r s e b a c k r o d e n e x t t o h o v e r cars . C a t t l e w e r e 

m o v e d via spacesh ip . 

"F i r e f ly" also p l a c e d s o m e classic w e s t e r n - t y p e c h a r ­

ac ters i n o u t e r space . T h e spaceship ' s c a p t a i n — M a l c o l m 

R e y n o l d s — w a s a b i t o f t h e r o g u e , p l a g u e d b y his past , 

The film Serenity was 
even more aggressive 
than the television 
show "Firefly" in its 
warnings about the 
ills of unchecked, 
big government. 

b u t w i t h a s t reak o f nobi l i ty . T h e r e ' s also t h e p r o s t i t u t e 

w i t h t h e b i g h e a r t a n d a p r e a c h e r o n b o a r d . 

I n a d d i t i o n , m u c h o f t h e t e l ev i s ion s h o w p layed o u t 

o n a w i l d - w e s t - l i k e f ront ier , s p r i n k l e d w i t h b r o t h e l s , 

dus t , s h o o t o u t s , r o u g h - a n d - t u m b l e sa loons , a n d e v e n a 

t r a in he is t . 

T h e s tor ies nea t ly m e l d e d a c t i o n , i n t e r e s t i n g c h a r a c ­

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

B u t it w a s n ' t j u s t t h e c o n c e p t b e h i n d "F i r e f l y " t h a t was 

t r u l y u n i q u e ; it also was a n u n a b a s h e d a n t i - b i g - g o v e r n -

m e n t a n d p r o - f r e e d o m p h i l o s o p h y . 

Clear ly , t h e b a d guys i n t h e t e l ev i s ion 

ser ies w e r e t h e Al l i ance , t ha t is, t h e 

g o v e r n m e n t t h a t d e f e a t e d t h e I n d e ­

p e n d e n t s — f o r w h o m R e y n o l d s a n d 

his first officer Z o e f o u g h t — i n a w a r 

several years earl ier . 

R e y n o l d s m o s t o f t en c o m m u n i c a t ­

e d hos t i l i ty t o w a r d t h e A l l i a n c e a n d 

g o v e r n m e n t . I n o n e e p i s o d e , h e 

dec lares : " T h a t ' s w h a t g o v e r n m e n t s are 

f o r — t o ge t i n a m a n ' s way." A t a n o t h -

e r p o i n t , h e says: " T h a t s o u n d s l ike t h e 

A l l i a n c e — u n i t e all t h e p l ane t s u n d e r o n e ru l e , so e v e r y ­

b o d y c a n b e i n t e r f e r ed w i t h o r equa l l y i g n o r e d . " 

W h e n R e y n o l d s was b u y i n g his spacesh ip Serenity, h e 

s p o k e poe t i ca l l y a b o u t it r e p r e s e n t i n g " f r e e d o m , " a n d 

said t h a t h e a n d his c r e w " a i n ' t n e v e r have t o b e u n d e r 

t h e h e e l o f n o b o d y eve r aga in . N o m a t t e r h o w l o n g t h e 

a r m o f t h e A l l i a n c e m i g h t ge t , w e ' l l j u s t ge t ourse lves a 

l i t t le fu r the r . " As in m a n y w e s t e r n s , p u s h i n g f u r t h e r o u t 
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o n t h e f ron t i e r in "F i r e f ly" m e a n t g r e a t e r f r e e d o m for 

t h e i n d i v i d u a l . 

E v e n t h e p r e a c h e r — k n o w n as t h e S h e p h e r d — a d d s : 

" A g o v e r n m e n t is a b o d y o f p e o p l e , usual ly n o t a b l y 

u n g o v e r n e d . " I n d e e d , h o w de l i c ious ly l i be r t a r i an . 

F o r t u n a t e l y , fans d i d n o t lose "F i r e f ly" after its c a n ­

ce l l a t ion . T h e ser ies a r r i v e d o n D V D , i n c l u d i n g t h e 

e p i s o d e s t h a t n e v e r m a d e it o n t e lev i s ion , a n d b e c a m e a 

s u r p r i s e b i g seller. 

S o i n S e p t e m b e r 2 0 0 5 , this t ragical ly t r u n c a t e d , c a n ­

ce l l ed t e l ev i s ion ser ies c a m e t o t h e silver s c r een as a fi lm 

t i t l ed Serenity. I t e a r n e d w i d e s p r e a d sol id r ev i ews . I n fact, 

J a n S t u a r t i n Ncwsday p r o c l a i m e d t h a t " G e o r g e Lucas 

c o u l d l e a r n a t h i n g o r t w o f r o m W h e d o n . ' S e r e n i t y ' flies 

w i t h sass a n d spi r i t , qua l i t i es t h a t have 

b e e n in pa lpab ly s h o r t s u p p l y in t h a t 

' S t a r W a r s ' ser ies s ince , w e l l , ' S t a r 

Wars . ' " T h a t ' s h i g h pra ise . 

T h e f i lm was e v e n m o r e aggressive 

i n its w a r n i n g s a b o u t t h e ills o f 

u n c h e c k e d b i g g o v e r n m e n t . A s c e n e at 

t h e s tar t o f t h e m o v i e features a t r a n ­

q u i l s e t t i n g o f c h i l d r e n in class l e a r n ­

i n g a b o u t t h e w a r b e t w e e n t h e 

A l l i a n c e a n d t h e I n d e p e n d e n t s . M o s t 

o f t h e c h i l d r e n w o n d e r w h y a n y o n e 

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

i l ized t h i n g s t h e y en joy u n d e r t h e 

A l l i ance . A girl n a m e d R i v e r r e s p o n d s : " W e m e d d l e . 

P e o p l e d o n ' t l ike t o b e m e d d l e d w i t h . . . . W e ' r e m e d d l e ­

s o m e . " W e e v e n t u a l l y d i scover j u s t h o w m e d d l e s o m e . 

A f e w years la te r a ru th less assassin is d i s p a t c h e d b y 

t h e A l l i a n c e t o kill R i v e r , w h o t u r n s o u t t o b e a m i n d 

r e a d e r a n d is p a r t o f t h e Serenity c rew. T h e m i s s i o n o f t h e 

A l l i a n c e is s u m m e d u p w h e n t h e assassin declares : " W e ' r e 

m a k i n g a b e t t e r w o r l d . " 

As R e y n o l d s a n d his s h i p m a t e s even tua l l y d iscover , 

p a r t o f t h a t effort t o m a k e p e o p l e b e t t e r was a failed 

e x p e r i m e n t o n o n e p l a n e t . T r y i n g " t o k e e p p e o p l e safe," 

In the end, serenity 
comes not from the 
so-called safety of the 
Nanny State, but 
from individual 
freedom—even in 
outer space. 

a d r u g was a d d e d to air p rocessors t o w e e d o u t a g g r e s ­

s ion a n d s top all f igh t ing . T h e resul t was tha t 3 0 m i l l i o n 

p e o p l e gave u p a n d let t hemse lves d ie , w h i l e a small 

share o f t h e p o p u l a t i o n w e n t m a d a n d b e c a m e cann iba l s , 

k n o w n as R e a v e r s , w h o t e r r o r i z e ce r t a in par t s o f space. 

T h e assassin is after R i v e r , o n w h o m , by t h e way, t h e 

g o v e r n m e n t p e r f o r m e d all sorts o f h o r r i b l e e x p e r i m e n t s 

b e c a u s e she was e x p o s e d t o m e m b e r s o f p a r l i a m e n t w h o 

k n e w a b o u t t h e p l a n e t - w i d e e x p e r i m e n t g o i n g awry. 

R e y n o l d s n o t e s tha t t h e g o v e r n m e n t " b u r i e d " this gross 

a t roci ty , is c e r t a i n it w i l l t r y aga in s o m e d a y , a n d 

is d e t e r m i n e d t o ge t t h e w o r d o u t t o all. As h e p u t s it, 

" I a im t o m i s b e h a v e . " 

It's easy t o env i s ion C a p t a i n R e y n o l d s a g r e e i n g w h e n 

T h o m a s Jef ferson said: " A li t t le r e b e l ­

l i on n o w a n d t h e n is a g o o d t h i n g , a n d 

as necessa ry in t h e pol i t i ca l w o r l d as 

s t o r m s in t h e physica l ." I n d e e d , o n e 

m i g h t refer t o t h e c r e w o f Serenity as 

"Jeffersonians in Space . " T h e y c e r t a i n ­

ly p r a c t i c e in t hese tales w h a t Jefferson 

said a b o u t t h e p r i c e o f l ibe r ty : " T h e 

t r ee o f l i be r ty m u s t b e ref reshed f rom 

t i m e t o t i m e w i t h t h e b l o o d o f p a t r i ­

ots a n d ty ran ts . " 

P e r h a p s m o r e app l i cab le t o o u r 

d a y - t o - d a y lives, W h e d o n ' s t e lev i s ion 

s h o w "F i re f ly" a n d m o v i e Serenity b u t ­

tress t h e d o u b t s m a n y o f us have o n h e a r i n g f r o m t h e 

m o u t h o f a po l i t i c i an o r b u r e a u c r a t , " I ' m f r o m t h e g o v ­

e r n m e n t , a n d I ' m h e r e t o he lp . " 

I n t h e e n d , se ren i ty c o m e s n o t f rom t h e so-ca l led 

safety o f t h e N a n n y State , b u t f rom i n d i v i d u a l f ree­

d o m — e v e n in o u t e r space . A n d if n o m o r e space w e s t ­

e r n s are f o r t h c o m i n g f e a t u r i n g t h e c r e w o f Serenity, I 

have b o t h t h e t e l ev i s ion series a n d t h e m o v i e o n D V D 

t o p r o v i d e en joyable r e m i n d e r s t h a t — e v e n t h o u g h 

i m p e r f e c t a n d messy, as e x h i b i t e d in W h e d o n ' s v i s i o n — 

f r e e d o m m u s t b e t r easured . W) 
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Thoughts on Freedom 

So Much to Read! 
B Y D O N A L D i . B O U D R E A U X 

A s t u d e n t r e c e n t l y asked m e t o r e c o m m e n d b o o k s 

t h a t w i l l h e l p h e r t o b e t t e r u n d e r s t a n d t h e 

e c o n o m y a n d society. I love s u c h q u e s t i o n s 

b e c a u s e t h e y g ive m e t h e o p p o r t u n i t y t o recall b o o k s 

t h a t w e r e especia l ly i m p o r t a n t i n m y o w n in t e l l ec tua l 

d e v e l o p m e n t , a n d t o ref lect a n e w o n t h e i r messages . 

S o h e r e I list t h e t e n n o n f i c t i o n b o o k s t h a t w e r e , a n d 

r e m a i n , m o s t i m p o r t a n t t o m e , m o r e o r less i n o r d e r o f 

s igni f icance . 

F. A . H a y e k , Law, Legislation and Liberty, Volume I: Rules 

and Order. H a y e k ' s e x p l a n a t i o n o f t h e d i f fe rence b e t w e e n 

" l a w " a n d " l e g i s l a t i o n " was e y e - o p e n i n g to m e w h e n I 

first r e a d this b o o k as a n u n d e r g r a d u a t e in t h e 1970s . 

U n t i l t h e n I a s s u m e d , as m o s t p e o p l e d o , t h a t l eg i s l a t ion 

is law. It's n o t . I n d e e d , l eg i s l a t ion f r e q u e n t l y is t h e 

an t i thes i s o f law. L ike p r i c e s a n d o t h e r m a r k e t i n s t i t u ­

t i ons , l a w e m e r g e s — " e v o l v e s " — s p o n t a n e o u s l y f r o m t h e 

c h o i c e s a n d ac t ions o f c o u n t l e s s i nd iv idua l s i n t e r a c t i n g 

w i t h e a c h o t h e r . Leg i s l a t ion , i n con t r a s t , typ ica l ly is c r e ­

a t e d d e n o v o b y legis la tors a n d w r i t t e n d o w n i n s t a tu t e 

b o o k s . 

Leg i s l a t i on is w r i t t e n c o m m a n d s e n f o r c e d at g u n ­

p o i n t . L a w is e x p e c t a t i o n s a n d n o r m s t h a t res ide m o s t l y 

i n p e o p l e ' s m i n d s , i n t h e i r cu l t u r a l u n d e r s t a n d i n g s , a n d 

are e n f o r c e d w i t h t oo l s m u c h b r o a d e r t h a n th rea t s o f 

v i o l e n c e . 

B e c a u s e th is d i s t i n c t i o n is so fo re ign t o t h e m o d e r n 

m i n d , it's e x t r a o r d i n a r i l y difficult t o grasp. B u t H a y e k ' s 

p r o f o u n d a n d scho la r ly e x p l a n a t i o n m a k e s g r a s p i n g th is 

d i s t i n c t i o n easy for t h e careful r eader . 

R i c h a r d D a w k i n s , The Blind Watchmaker. W h i l e th is 

b o o k is n o t o n e i n t h e social sc iences , its u n p a r a l l e l e d 

e l u c i d a t i o n o f n a t u r a l s e l ec t i on , a l o n g w i t h D a w k i n s s 

s t u n n i n g c la r i ty at e x p l a i n i n g c o m p l e x scient if ic p r i n c i ­

p les , m a k e s this b o o k a t reasure . R e a d i n g it g rea t ly 

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

s e l ec t i on , o f c o m p e t i t i o n , a n d o f t h e s p o n t a n e o u s o rde r . 

R e a d i n g this b o o k also d r o v e h o m e t o m e t h e c o n v i c ­

t i o n t h a t n o t h i n g is t o o c o m p l i c a t e d t o e x p l a i n c lear ly 

a n d engag ing ly . 

B e c a u s e D a w k i n s is t h e f o r e m o s t l iv ing D a r w i n i a n 

b io log i s t , m a n y r e l ig ious p e o p l e avo id his w o r k s . T h i s 

s t ra tegy is a m i s t a k e . W h i l e I m y s e l f a m n o t r e l i g ious , I ' m 

c o n f i d e n t t h a t e v e n t h e m o s t d e v o u t f u n d a m e n t a l i s t c a n 

l e a r n m u c h o f va lue f r o m D a w k i n s w i t h o u t fee l ing 

o b l i g e d t o a b a n d o n his o r h e r fai th. 

J o s e p h S c h u m p e t e r , Capitalism, Socialism, and Democ­

racy: Actual ly , it's o n l y B o o k 2 o f this v o l u m e t h a t is 

i m p o r t a n t — b u t o h h o w i m p o r t a n t it is! N o e x p l a n a t i o n 

o f m a r k e t c o m p e t i t i o n rivals this o n e . N o t o n l y are t h e s e 

t h e pages o n w h i c h a p p e a r S c h u m p e t e r ' s j u s t l y f a m o u s 

"c rea t ive d e s t r u c t i o n " ins igh t , t h e y are also pages t h a t 

reveal b e t t e r t h a n a n y p l ace else t h a t c o m p e t i t i o n is a 

process. N o o t h e r w o r k so effectively e x p o s e s t e x t b o o k 

m o d e l s o f " c o m p e t i t i o n " t o b e h o g w a s h , m o d e l s t h a t 

con fuse m o r e t h a n t h e y e n l i g h t e n . 

F e r n a n d B r a u d e l , The Structures of Everyday Life: T h i s 

massive w o r k o f h i s t o r y tells h o w o r d i n a r y E u r o p e a n s 

l ived d u r i n g t h e M i d d l e A g e s — w h a t t h e y a te , w h a t t h e y 

w o r e , h o w t h e y w o r k e d , h o w t h e y h o u s e d t h e m s e l v e s , 

h o w t h e y d i e d . S u c h k n o w l e d g e is o n e o f t h e bes t ways 

I k n o w for m o d e r n p e o p l e t o p u t o u r o w n p r o s p e r i t y in 

p e r s p e c t i v e . R e a d i n g B r a u d e l t e aches t h a t t h e r e was n o 

precapi ta l i s t g o l d e n age in w h i c h peasan t s w e r e s i m p l e 

b u t happy , t h e e n v i r o n m e n t u n s p o i l e d , w o r k h a r d b u t 

satisfying, f o o d w h o l e s o m e a n d p len t i fu l , n e i g h b o r s 

k i n d l y a n d w i se , life satisfying a n d secu re . T h e exac t 

o p p o s i t e is t r u e . O u r p r e - i n d u s t r i a l a n c e s t o r s l ived lives 

t h a t w e r e abso lu t e ly p o o r , w r e t c h e d , filthy, i g n o r a n t , a n d 

d a n g e r o u s . C a p i t a l i s m r e s c u e d us f r o m a m i s e r y tha t w e 

t o d a y w o u l d find u n b e a r a b l e . 

Tyler C o w e n , In Praise of Commercial Culture: E s p e ­

cially s ince t h e fall o f Sov ie t c o m m u n i s m , f ewer p e o p l e 
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D o n a l d J . B o u d r e a u x 

a r g u e t h a t t h e m a r k e t d o e s n ' t de l iver t h e m a t e r i a l g o o d s . 

M o r e a n d m o r e , a r g u m e n t s agains t t h e m a r k e t are a l o n g 

t h e l ines of: " T h e p r o b l e m w i t h t h e m a r k e t is t h a t it 

de l ivers t h e g o o d s too wel l ! B y obsess ing o n p r o d u c i n g , 

t h e m a r k e t des t roys n o n m a t e r i a l t h i n g s o f va lue , s u c h as 

c u l t u r e . " C o w e n m i x e s accessible a n d unassai lable e c o ­

n o m i c r e a s o n i n g w i t h m a n y facts a b o u t cu l t u r e s , past 

a n d p r e s e n t , t o s h o w t h a t c o m m e r c i a l cu l tu re s are i n v a r i ­

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

C o m m e r c e a n d c u l t u r e g o h a n d i n h a n d . N o o n e 

exp la ins a n d d o c u m e n t s th is fact m o r e c lear ly t h a n d o e s 

Tyle r C o w e n . 

H a r o l d B e r m a n , Law and Revolution:V7hy is t h e W e s t 

free a n d p r o s p e r o u s ? W h y is e a s t e r n E u r o p e less free 

a n d less p r o s p e r o u s ? T h e r e are n o easy a n s w e r s t o t h e s e 

q u e s t i o n s . B u t n o a n s w e r s s h o u l d e v e n b e a t t e m p t e d 

w i t h o u t t h e i n s igh t s t h a t r u n t h r o u g h this i m p o r t a n t 

b o o k . B e r m a n s h o w s t h a t , u n l i k e i n e a s t e r n E u r o p e , 

s o v e r e i g n t y i n w e s t e r n E u r o p e f o l l o w i n g t h e co l l apse 

o f t h e R o m a n e m p i r e w a s a lways f r ac tu r ed . T h e c r o w n 

c o m p e t e d for p o w e r t h r o u g h o u t w e s t e r n E u r o p e w i t h 

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

w i t h i n d e p e n d e n t c i t i es . ( A n d , o f c o u r s e , af ter M a r t i n 

L u t h e r c a m e a l o n g , r e l i g i o u s a u t h o r i t y i tself spli t i n t o 

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

c o m p e t i t o r s for p o w e r a n d a u t h o r i t y . ) T h i s c o m p e t i ­

t i o n i n t h e W e s t a m o n g d i f fe ren t s o u r c e s o f a u t h o r i t y — 

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

t h a t o r d i n a r y m e n a n d w o m e n w e r e n o t t r a p p e d b y 

r u l e r s w i t h u n c h e c k e d p o w e r . N o t i o n s o f i n d i v i d u a l i s m 

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 a rose f r o m 

th is c o m p e t i t i o n . 

D a v i d F r i e d m a n , The Machinery of Freedom: S h o r t ye t 

c o v e r i n g m u c h t e r r i t o r y , a n d aggressive ye t s o u n d l y r e a ­

s o n e d , this b o o k raises t h e de fense o f f r e e d o m to a n e w 

level . It's d a r i n g , a s k i n g w h y m u s t t h e l ikes o f h i g h w a y s , 

c o u r t s , a n d e v e n de fense f r o m fo re ign aggressors b e s u p ­

p l i e d b y g o v e r n m e n t . W h e t h e r y o u a g r e e o r d i sagree 

w i t h F r i e d m a n ' s case for a stateless society, his e x p l a n a ­

t i o n o f h o w t o t h i n k a b o u t s u c h a s o c i e t y — a n d a b o u t 

h o w s u c h a soc i e ty m i g h t w o r k in p r a c t i c e — e n r i c h e s 

y o u r t h o u g h t a n d d e e p e n s y o u r u n d e r s t a n d i n g . 

Buchanan and Tullock 

Ja m e s M . B u c h a n a n a n d G o r d o n T u l l o c k , The Calculus 

of Consent: T h i s b o o k is a d e e p w o r k in b o t h e c o n o m ­

ics a n d pol i t ica l ph i l o sophy . It r e m a i n s t h e k e y s t o n e o f 

P u b l i c C h o i c e ana lys i s—namely , t h e use o f e c o n o m i c s 

a n d r a t i ona l t h o u g h t t o s t u d y pol i t ics (as o p p o s e d to t h e 

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

is s o m e m a g i c a l , r o m a n t i c force o n a m i s s i o n t o m a k e us 

all heal thy , weal thy , w i se , a n d g r e a t ) . T h i s b o o k s h a r p e n s 

r e a d e r s ' analyt ica l skills so tha t t h e y are b e t t e r e q u i p p e d 

t o m a k e sense o u t o f w h a t ' s h a p p e n i n g polit ically. 

F r e d e r i c Bas t i a t , Economic Sophisms: S e e i n g t h e 

essence o f an issue w i t h crystal c lar i ty is always i m p r e s ­

sive. B u t b e i n g able t o exp l a in w h a t is s een so t h a t t h o s e 

o f us w i t h m o r e c l o u d e d analyt ica l v i s ion can u n d e r ­

s t and t h e issue clearly is a rare a n d w o n d e r f u l ta len t . B a s ­

tiat possessed t r u c k l o a d s o f t ha t ta len t . E x p o s i n g all 

m a n n e r o f e c o n o m i c " r e a s o n i n g " as malarkey, Bast ia t 

t e aches t h e e c o n o m i c w a y o f t h i n k i n g i n a style that 's 

g rea t fun t o r e a d — a n d useful, for t h e s a m e m a l a r k e y tha t 

Bast ia t e x p o s e d in t h e 1840s c o n t i n u e s t o d a y t o spill 

f o r t h f r o m t h e m o u t h s o f po l i t i c ians a n d p u n d i t s . 

Geoff rey B r e n n a n a n d L o r e n Lomasky , Democracy and 

Decision: B y far t h e m o s t a c a d e m i c v o l u m e o n m y list, 

this b o o k n o t i c e a b l y d e e p e n e d m y u n d e r s t a n d i n g o f 

pol i t ics . It r o u n d s o u t P u b l i c C h o i c e e c o n o m i c s b y 

e x p l a i n i n g h o w i d e o l o g y a n d beliefs c an a n d d o play a 

s ignif icant ro le in pol i t ics . A n d it does so w h i l e always 

w o r k i n g w i t h i n t h e t r a d i t i o n o f P u b l i c C h o i c e . 

A n y list o f favor i te b o o k s wi l l b e s o m e w h a t arbi trary. 

A l r e a d y m y m i n d is filled w i t h titles o f o t h e r w o r k s tha t 

t a u g h t m e m u c h — w o r k s such as L u d w i g v o n Mises 's 

Socialism, R o b e r t Higgs ' s Crisis and Leviathan, Hayek ' s 

The Counter-Revolution of Science, B r u c e B e n s o n ' s The 

Enterprise of Law, Pau l H e y n e ' s The Economic Way of 

Thinking, R i c h a r d Posner ' s Economic Analysis of Law, 

Israel K i rzne r ' s Competition and Entrepreneurship, a n d 

L e o n a r d R e a d ' s Anything That's Peaceful. 

B u t r a t h e r t h a n a g o n i z e over w h e t h e r m y list o f t e n 

b o o k s is as a c c u r a t e as it can b e , I r e jo ice tha t w e have 

access t o s u c h a large n u m b e r o f crea t ive a n d br i l l i an t 

scholars w h o wi l l t e a c h us if o n l y w e wi l l l e a r n . ® 
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The Disconnect Between 
Political Promises and Performance 

B Y D W I G H T R. L E E 

Wha t c a n po l i t i c i ans d o t o c r ea t e m o r e h i g h e r 

p a y i n g j o b s ? Po l i t i c ians m u s t t h i n k t h a t m o s t 

o f us be l i eve t h e a n s w e r is: a lo t . O n e o f t h e 

m o s t pe r s i s t en t c a m p a i g n p r o m i s e s is t h e c r e a t i o n o f 

g o o d j o b s at g o o d w a g e s . I shall a r g u e t h a t po l i t i c i ans 

can d o q u i t e a n u m b e r o f t h i n g s t o inc rease h i g h - w a g e 

e m p l o y m e n t . B u t th is d o e s n o t m e a n 

t h a t I favor po l i t i c i ans t r y i n g t o k e e p 

t h e i r h i g h - w a g e p r o m i s e s , b e c a u s e t h e 

t h i n g s po l i t i c i ans can d o t o i m p r o v e 

j o b s are n o t t h e t h i n g s t h e y will d o . 

Po l i t i c ians c a n e n a c t po l i c i es f r o m 

t w o g e n e r a l c a t e g o r i e s t o a c h i e v e 

des i rab le o u t c o m e s , i n c l u d i n g t h e c r e ­

a t i o n o f h i g h - p a i d j o b s : 1) po l i c i e s t h a t 

w o r k , b u t i n ways t h a t d o n o t bene f i t 

po l i t i c i ans , a n d 2) po l i c ies t h a t d o n ' t 

w o r k ( a n d t y p i c a l l y m a k e m a t t e r s 

w o r s e ) , b u t w h i c h c rea t e t h e m i r a g e 

o f w o r k i n g i n ways t h a t d o b e n e f i t 

po l i t i c i ans . 

U n d e r p r e v a i l i n g d e m o c r a t i c 

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

d e m a n d s t h a t po l i t i c i ans a p p e a r t o 

p r o m o t e d e s i r a b l e soc ia l o b j e c t i v e s 

w i t h d i r ec t a n d dec is ive a c t i o n tha t 

ca ters t o o r g a n i z e d in t e res t g r o u p s . E v e n w h e n s u c h s p e ­

c ia l - in te res t po l i c i es are social ly h a r m f u l , as t h e y i n v a r i ­

ably are, t h e y still d o m o r e t o p r o m o t e t h e in te res t s o f 

po l i t i c i ans t h a n po l i c i e s t h a t w o u l d p r o m o t e b r o a d social 

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

can p u r s u e t h e i r v a r i o u s in teres ts t h r o u g h p r o d u c t i v e 

i n t e r a c t i o n . T h e po l i t i ca l p r o b l e m w i t h t h e i n d i r e c t 

a p p r o a c h is t w o f o l d : 1) t h e benef i t s are c r e a t e d so g r a d -

Under prevailing 
democratic arrange­
ments, electoral 
survival demands that 
politicians appear to 
promote desirable 
social objectives with 
direct and decisive 
action that caters to 
organized interest 
groups. 

ual ly a n d sp read so w i d e l y t h a t f e w wi l l n o t i c e t h e m , a n d 

2) e v e n if t h e benef i t s are n o t i c e d , it w i l l b e difficult, if 

n o t imposs ib l e , for po l i t i c i ans t o c l a im c red i t for t h e m . 

As F A . H a y e k p o i n t e d o u t i n v o l u m e t h r e e o f Law, Leg­

islation and Liberty, po l i t i c i ans " w h o h o p e t o b e r e e l e c t ­

e d o n t h e basis o f w h a t t h e i r p a r t y d u r i n g t h e p r e c e d i n g 

t h r e e o r f o u r years has c o n f e r r e d in 

conspicuous specia l benef i t s o n t h e i r 

v o t e r s are n o t i n t h e so r t o f p o s i t i o n 

w h i c h wi l l m a k e t h e m pass t h e k i n d o f 

g e n e r a l laws w h i c h w o u l d real ly b e 

m o s t i n t h e p u b l i c i n t e r e s t " ( emphas i s 

a d d e d ) . 

W h e n w e l o o k at po l i c i es a i m e d at 

c r e a t i n g h i g h - p a y i n g j o b s , w e easily 

find e x a m p l e s w h e r e po l i t i c i ans p r e ­

f e r r e d c o n s p i c u o u s " b e n e f i t s " t h a t 

ac tua l ly h a r m e d t h e p u b l i c t o i n c o n ­

s p i c u o u s benef i t s t h a t really w e r e g o o d 

for t h e p u b l i c . 

M a n y po l i c i e s w o u l d inc rease t h e 

n u m b e r o f h i g h - p a y i n g j o b s indi rec t ly , 

a n d m a n y w o u l d a p p e a r t o inc rease 

t h e n u m b e r d i r e c t l y b u t a c t u a l l y 

r e d u c e t h o s e j o b s a n d l o w e r w a g e s . 

T h e f o r m e r po l ic ies all d o t h e o n e 

t h i n g n e c e s s a r y for h i g h e r w a g e s a n d sa la r ies 

— i n c r e a s e l a b o r p r o d u c t i v i t y — w h i l e t h e l a t t e r po l i c i es 

all r e d u c e , o r re ta rd , l a b o r p r o d u c t i v i t y , a n d so r e d u c e 

w a g e s b e l o w w h a t t h e y w o u l d b e o t h e r w i s e . T h e p o l i t i ­

cal bias agains t effective po l i c ies is read i ly a p p a r e n t f r o m 
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t h e f o l l o w i n g list a n d b r i e f d i scuss ion . C o n s i d e r first 

s o m e po l i c i e s t h a t w o u l d inc rease w a g e s . 

Eliminate restrictions on imports: O n e o f t h e m o s t effec­

t ive t h i n g s t h e federa l g o v e r n m e n t c o u l d d o t o inc rease 

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

o t h e r r e s t r i c t i ons o n i m p o r t s . R e d u c i n g i m p o r t r e s t r i c ­

t i o n s increases real w a g e s i n t w o ways . First , it r e d u c e s 

t h e p r i c e w o r k e r s h a v e t o pay for t h o s e g o o d s a n d s e r v ­

ices t h a t c a n b e p r o d u c e d at less cos t i n o t h e r c o u n t r i e s 

t h a n t h e y can b e domes t ica l ly . S e c o n d , it increases t h e 

c o m p e t i t i o n d o m e s t i c p r o d u c e r s face f r o m fo re ign p r o ­

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

in w h i c h t h e y are m o s t p r o d u c t i v e — i n w h i c h t h e y have 

a c o m p a r a t i v e a d v a n t a g e . 

I n c r e a s e d p r o d u c t i v i t y is b o t h n e c ­

essary a n d suff icient t o i nc rease w a g e s , 

at least i n g e n e r a l . N o s e r i ous p e r s o n 

c a n d e n y tha t t h e r e are costs associa t ­

e d w i t h w o r k e r s m o v i n g t o m o r e p r o ­

d u c t i v e j o b s , o r t h a t a f e w p e o p l e wi l l 

b e u n a b l e t o f ind n e w j o b s t h a t p a y as 

m u c h as t h e o n e s t h e y lost . B u t n o 

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

c o m p e t i t i o n , w h i c h k e e p s all 

r e s o u r c e s , i n c l u d i n g l a b o r , m o v i n g 

f r o m l e s s - v a l u e d t o m o r e - v a l u e d 

e m p l o y m e n t s (in t h e eyes o f c o n ­

s u m e r s ) i n r e s p o n s e t o c o n s t a n t l y 

c h a n g i n g c o n d i t i o n s . A n d e v e n t h o s e 

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

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

r e q u i r e d t o m a k e still e a r n far h i g h e r 

w a g e s t h a n t h e y w o u l d in a n e c o n o m y 

w h e r e they, a n d e v e r y o n e else, are p r o t e c t e d against h a v ­

i n g t o m a k e s u c h a d j u s t m e n t s . 

End corporate welfare: I m p o r t r e s t r i c t ions are a f o r m o f 

c o r p o r a t e wel fa re , b u t u n f o r t u n a t e l y n o t t h e o n l y f o r m . 

Bus inesses h a v e successfully l o b b i e d g o v e r n m e n t for a 

la rge n u m b e r o f subs id ies a n d r e g u l a t i o n s t h a t t ransfer 

w e a l t h t o t h e m b y h a m p e r i n g t h e c o m p e t i t i o n t h e y 

face. E l i m i n a t i n g all f o r m s o f c o r p o r a t e wel fa re w o u l d 

inc rease h i g h - w a g e j o b s b y r e d u c i n g taxes a n d t h e i r d i s ­

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

t ic a n d fo re ign c o m p e t i t i o n t o d i r ec t l a b o r a n d capi ta l 

i n t o t h e i r m o s t p r o d u c t i v e uses , as d e t e r m i n e d by c o n -

But no economy can 
prosper without open 
competition, which 
keeps all resources, 
including labor, 
moving from less-
valued to more-valued 
employments (in the 
eyes of consumers) in 
response to constantly 
changing conditions. 

s u m e r s , n o t b y pol i t ic ians c a t e r i n g t o t h e i r s p e c i a l - i n t e r ­

est c l ients . 

Lower marginal tax rates: N o m a t t e r h o w efficient a 

g o v e r n m e n t is, it has t o raise r e v e n u e t o f inance its ac t iv ­

i t ies, a n d tha t m e a n s i m p o s i n g taxes. U n f o r t u n a t e l y , all 

taxes r e d u c e e c o n o m i c p r o d u c t i v i t y b y 1) p u t t i n g a 

w e d g e b e t w e e n t h e p r i c e suppl ie rs rece ive a n d d e m a n -

ders pay, t h u s p r e v e n t i n g m u t u a l l y benef ic ia l e x c h a n g e s 

f r o m o c c u r r i n g , a n d 2) m o t i v a t i n g p e o p l e t o m a k e d e c i ­

s ions t o avo id taxes r a t h e r t h a n c rea te w e a l t h . T h e s e d i s ­

t o r t i o n s are c o m m o n l y cal led d e a d - w e i g h t losses a n d are 

a n inev i t ab l e cost o f taxes over a n d above t h e o p p o r t u ­

n i t y cost o f t h e m o n e y raised. R e d u c i n g t h e d e a d -

w e i g h t loss f rom t a x a t i o n increases t h e 

effect iveness o f e x c h a n g e s b e t w e e n 

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

w o r k e r s t o w h e r e c o n s u m e r s w o u l d 

va lue t h e m m o s t , a n d increases t h e 

g e n e r a l level o f p roduc t iv i ty , b o t h o f 

w h i c h i n c r e a s e t h e real w a g e s o f 

w o r k e r s . S o a n ef fec t ive w a y o f 

i nc reas ing t h e n u m b e r o f h i g h - p a y i n g 

j o b s is by l o w e r i n g t h e m a r g i n a l t ax 

ra te a n d e x p a n d i n g t h e t ax base b y 

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

t h e d e a d - w e i g h t loss o f taxes for a 

g iven a m o u n t o f r e v e n u e raised. T h e 

l o w e r t h e m a r g i n a l t ax ra te t h e smal ler 

is t h e w e d g e b e t w e e n w h a t sellers 

rece ive a n d b u y e r s pay, a n d t h e fewer 

t h e t ax l o o p h o l e s ( a long w i t h a l o w 

m a r g i n a l t ax ra te ) , t h e less t h e t ax b e n ­

efit f r o m d i v e r t i n g r e s o u r c e s f r o m 

h i g h - v a l u e d p r o d u c t i o n t o l o w - v a l u e d tax avo idance . 

Avoid inflation: T h e federal g o v e r n m e n t can d o a lo t 

t o inc rease h i g h - p a y i n g j o b s b y a v o i d i n g inf la t ion. Infla­

t i o n e r o d e s l a b o r p r o d u c t i v i t y a n d lowers real wages , j u s t 

as sure ly as it e rodes t h e va lue o f t h e dollar . T h e m o s t 

de s t ruc t i ve t h i n g a b o u t inf la t ion is t h a t it d is tor ts t h e 

i n f o r m a t i o n c o m m u n i c a t e d b y m a r k e t p r i ce s , r e d u c i n g 

t h e abi l i ty o f m a r k e t e x c h a n g e to d i rec t r e sources , 

i n c l u d i n g labor , i n t o t h e i r m o s t p r o d u c t i v e uses. Jus t as a 

yards t ick ceases t o b e useful for m e a s u r i n g a n d c o m p a r ­

i n g d i s tances if its l e n g t h is sub jec t t o spo rad ic c h a n g e , 

so m a r k e t p r i ce s are less useful for exp res s ing a n d c o m -
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p a r i n g va lues w h e n t h e v a l u e o f m o n e y is sub jec t t o s p o ­

rad ic c h a n g e s . Also , i n f l a t iona ry d i s t o r t i o n s m a k e it 

a l m o s t i m p o s s i b l e t o k n o w w h a t in te res t r a t e is a p p r o ­

p r i a t e w h e n p e o p l e b o r r o w a n d l e n d m o n e y t o f i nance 

l o n g - t e r m i n v e s t m e n t s . S o in an in f l a t i ona ry e n v i r o n ­

m e n t , m a n y efficient capi ta l i n v e s t m e n t s t h a t w o u l d 

inc rease t h e fu tu re p r o d u c t i v i t y o f l a b o r — a n d inc rease 

fu tu re w a g e s — n e v e r g e t m a d e . 

Avoid the Pork 
T~\ educe pork-barrel spending: T h e r e c a n b e n o d o u b t 

X x ^ t h a t r e d u c i n g p o r k - b a r r e l s p e n d i n g w o u l d inc rease 

real w a g e s b y i n c r e a s i n g t h e p r o d u c t i v i t y o f t h e e c o n o ­

my. A m a j o r p o r t i o n o f federa l s p e n d i n g is m o t i v a t e d b y 

t h e abi l i ty o f p a r t i c u l a r c o n g r e s s i o n a l d is t r ic ts o r o r g a n ­

i z e d in t e res t g r o u p s t o c a p t u r e benef i t s by s p r e a d i n g t h e 

costs o v e r t h e e n t i r e t a x p a y i n g p u b l i c . W i t h t h o s e r e c e i v ­

i n g m o s t o f t h e benef i t s p a y i n g o n l y a 

small p o r t i o n o f t h e cos t , t h e p res su re is 

t o e x p a n d s p e n d i n g w e l l b e y o n d t h e 

social ly efficient level . R e s o u r c e s are 

t r ans f e r r ed f r o m h i g h e r - v a l u e d uses 

t o l o w e r - v a l u e d uses (for c o n s u m e r s ) , 

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

serv ices available, a n d t h e r e b y r e d u c i n g 

t h e real v a l u e o f salaries a n d w a g e s . 

Excess g o v e r n m e n t s p e n d i n g is a n e g a ­

t ive ex te rna l i ty , j u s t l ike excess p o l l u ­

t i o n , a n d t h e f o r m e r is n o less 

d e s t r u c t i v e o f p r o d u c t i v i t y , a n d d o e s n o less t o e r o d e real 

w a g e s , t h a n t h e lat ter . If po l i t i c i ans w o r r i e d a b o u t t h e 

n e g a t i v e ex t e rna l i t i e s o f p o r k - b a r r e l s p e n d i n g as m u c h as 

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

resul t w o u l d b e less was te fu l g o v e r n m e n t s p e n d i n g a n d 

m o r e h i g h - p a y i n g j o b s . 

Eliminate the minimum wage: T h i s w o u l d increase 

w a g e s b y inc reas ing t h e h u m a n capi ta l tha t , for m a n y 

y o u n g p e o p l e , is bes t a c q u i r e d t h r o u g h o n - t h e - j o b t r a i n ­

ing . M i n i m u m - w a g e leg is la t ion clearly creates u n e m ­

p l o y m e n t a m o n g y o u n g p e o p l e w h o , for a va r i e ty o f 

reasons , i n c l u d i n g b e i n g t r a p p e d in dys func t iona l p u b l i c 

schoo ls , d o n ' t have skills w o r t h t h e legally i m p o s e d m i n ­

i m u m w a g e . T h e resul t is n o t j u s t u n e m p l o y m e n t , 

w h i c h m a y b e a s h o r t - t e r m p r o b l e m , b u t a r e d u c t i o n in 

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

Politicians often call 
for higher taxes as the 
best way to promote 
economic growth 
and create more and 
better jobs. 

skills a n d a t t i tudes tha t wi l l m a k e t h e m m o r e p r o d u c t i v e 

over t h e l o n g r u n . E v e n t h o s e w h o d o ge t a j o b at t h e 

m i n i m u m w a g e are less l ikely t o ge t o n e in w h i c h t h e 

e m p l o y e r invests i n t h e m b y p r o v i d i n g t r a i n i n g o p p o r t u ­

ni t ies at t h e cost o f s o m e i m m e d i a t e o u t p u t . T h e m i n i ­

m u m w a g e p reven t s m a n y y o u n g p e o p l e w i t h little 

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

o p t h e skills necessa ry t o e a r n a g o o d i n c o m e in t h e 

fu tu re by w o r k i n g at a l o w w a g e w h e n t h e y have f ew 

financial responsibi l i t ies . E l i m i n a t i n g t h e l aw w o u l d m a k e 

it legal for o u r l e s s -advan taged y o u t h t o have m u c h t h e 

s a m e o p p o r t u n i t y for h i g h e r - p a y i n g fu tu re j o b s as m o r e 

f o r t u n a t e y o u t h ge t t h r o u g h co l l ege subsidies . 

Reduce the power of labor unions: E l i m i n a t i n g s o m e o f 

t h e legislat ive p r iv i l eges t h a t e m p o w e r l a b o r u n i o n s 

w o u l d b e an effective w a y to inc rease w a g e s . L a b o r 

u n i o n s can , a n d d o , inc rease t h e w a g e s o f s o m e w o r k e r s . 

B u t t h e y d o so b y r e d u c i n g t h e w a g e s 

o f o t h e r s b y e n o u g h t o r e d u c e w a g e s 

in g e n e r a l . B e c a u s e o f legal p r iv i l eges 

t h a t u n i o n s rece ive , it is difficult (and 

s o m e t i m e s imposs ib l e ) for w o r k e r s t o 

qual ify for s o m e j o b s w i t h o u t b e i n g 

m e m b e r s o f a u n i o n . T h u s u n i o n s can 

inc rease s o m e w a g e s by r e s t r i c t i ng 

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

d e r i n g t h o s e w o r k e r s less efficient 

w i t h r i g i d w o r k ru les . 

All t h e s e p rac t i ces r e d u c e t h e p r o ­

d u c t i v i t y o f t h e g e n e r a l l a b o r force . R e s t r i c t i n g e n t r y 

i n t o s o m e o c c u p a t i o n s increases t h e w a g e s o f u n i o n 

m e m b e r s w h o w o r k in t h o s e o c c u p a t i o n s , b u t it i n c r e a s ­

es t h e n u m b e r o f w o r k e r s in o t h e r o c c u p a t i o n s w h e r e 

t h e i r skills are less va luab le . T h i s n o t o n l y l o w e r s t h e i r 

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

ers i n g e n e r a l by p r e v e n t i n g t h e m f r o m m o v i n g i n t o 

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

ibi l i ty o f e m p l o y e r s t o shift w o r k e r s f r o m o n e task t o 

a n o t h e r in r e s p o n s e t o c h a n g i n g c o n d i t i o n s , r i g i d w o r k 

ru les also r e d u c e t h e p roduc t i v i t y , a n d w a g e s , o f w o r k e r s . 

I n d u s t r y - w i d e l a b o r u n i o n s have also l o w e r e d g e n e r ­

al e c o n o m i c p r o d u c t i v i t y t h r o u g h c a r t e l i z a t i o n o f w o r k ­

ers . If t h e f i rms i n a n i n d u s t r y exp l ic i t ly a g r e e d t o r e d u c e 

t h e i r o u t p u t t o inc rease t h e i r p r i c e s , t h e y w o u l d b e in 

c lear v i o l a t i o n o f an t i t r u s t l a w ( f rom w h i c h u n i o n s are 
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e x e m p t ) a n d s u b j e c t t o h a r s h p e n a l t i e s — i n c l u d i n g 

p r i s o n t i m e for s e n i o r m a n a g e r s . O n t h e o t h e r h a n d , t h e 

f i rms in a n i n d u s t r y h a v e l i t t le t o w o r r y a b o u t if o u t p u t 

is r e d u c e d b e c a u s e o f a s t r ike by its u n i o n . S o b o t h 

i n d u s t r y profi ts a n d u n i o n w a g e s c a n b e i nc rea sed b y t h e 

inef f ic iencies o f a ca r t e l " a g r e e m e n t " t h a t r e m a i n s w i t h ­

in t h e l a w o n l y b e c a u s e it is b r o k e r e d b y a l a b o r u n i o n . 

(I a m n o t a r g u i n g for an t i t r u s t laws. E v e n if an t i t r u s t laws 

c o u l d b e r e n d e r e d i m m u n e to po l i t i ca l c o n s i d e r a t i o n s , 

w h i c h t h e y h a v e n e v e r b e e n a n d n e v e r wi l l b e , t h e y 

w o u l d still r e d u c e t h e c o m p e t i t i v e n e s s o f t h e e c o n o m y 

b e c a u s e o f t h e stat ic t e x t b o o k n o t i o n o f pe r f ec t c o m p e ­

t i t i o n o n w h i c h t h e y are based . ) 

Al l t h e s e u n i o n - i n d u c e d ineff ic iencies r e d u c e o u t p u t 

b e l o w c o m p e t i t i v e levels a n d t h e r e f o r e r e d u c e real 

w a g e s . T h e s e ineff ic iencies w o u l d b e r e d u c e d a n d t h e 

real w a g e s o f w o r k e r s w o u l d b e i nc rea sed b y r e d u c i n g 

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

As I have n o t e d , all t h e po l ic ies d iscussed have o n e 

t h i n g in c o m m o n — t h e y w o u l d inc rease w a g e s b y 

i n c r e a s i n g e c o n o m i c p roduc t i v i t y . T h e y also have a n o t h ­

er t h i n g i n c o m m o n — t h e y w o u l d inc rease w a g e s b r o a d ­

ly, i n d i r e c t l y , a n d g r a d u a l l y b y e s t a b l i s h i n g a n 

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

w i t h o n e a n o t h e r t h r o u g h m a r k e t s i n ways t h a t bes t 

se rve t h e i r co l l ec t ive in te res t . T h i s m e a n s t h a t t h e b e t t e r 

j o b s a n d h i g h e r w a g e s wi l l n o t b e readi ly n o t i c e d , a n d 

e v e n w h e n t h e y are , t h e y wi l l n o t b e s e e n as t h e resul t o f 

c a n - d o g o v e r n m e n t a c t i ons for w h i c h po l i t i c i ans can 

easily t ake c red i t . S o t h e effect iveness o f t h e s e po l i c ies at 

c r e a t i n g t h e t y p e o f j o b s t h a t po l i t i c i ans are c o n s t a n t l y 

p r o m i s i n g t o p r o v i d e d o e s n o t t rans la te i n t o m u c h p o l i t ­

ical s u p p o r t for t h e m . Pol i t i c ians w o u l d r a t h e r r ece ive 

c r ed i t for a p p e a r i n g t o c r ea t e b e t t e r j o b s w i t h c o u n t e r ­

p r o d u c t i v e po l i c ies t h a n n o t ge t c red i t for po l ic ies t h a t 

ac tua l ly a l l ow b e t t e r j o b s t o b e c r ea t ed . W e n o w c o n s i d ­

e r s o m e po l i c ies t h a t are pol i t ica l ly p o p u l a r b e c a u s e t h e y 

g ive t h e a p p e a r a n c e o f i n c r e a s i n g h i g h - w a g e j o b s w h i l e 

ac tua l ly r e d u c i n g t h e m . 

Policies That Reduce Wages 
T~) estrict imports:When po l i t i c i ans a r g u e for i n c r e a s i n g 

I v a n i m p o r t r e s t r i c t i o n o r agains t r e d u c i n g a r e s t r i c ­

t i o n , t h e y inva r i ab ly c l a i m t h a t t h e y w a n t t o p r o t e c t 

h i g h - p a y i n g j o b s . A n i m p o r t r e s t r i c t i o n d o e s p r o t e c t 

s o m e h i g h - p a y i n g j o b s , b u t at t h e cos t o f r e d u c i n g t h e 

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

t h e g e n e r a l r e d u c t i o n in p r o d u c t i v i t y tha t l ower s average 

real w a g e s . B u t t h e p r o t e c t e d j o b s are c u r r e n t l y h e l d b y 

relat ively few ident i f iab le w o r k e r s w h o are typical ly we l l 

r e p r e s e n t e d pol i t ica l ly a n d are fully aware o f t h e benef i t s 

t h e y rece ive f rom pol i t i c ians w h o v o t e for a t r ade 

r e s t r i c t i o n p r o t e c t i n g t h e m f rom fore ign c o m p e t i t i o n . 

T h e r e su l t i ng loss o f e v e n m o r e p r o d u c t i v e j o b s c a n b e 

safely i g n o r e d b y pol i t i c ians s ince it is w i d e l y d i spersed 

a n d n o t easily n o t i c e d — i t is h a r d t o miss w h a t w e n e v e r 

h a d . A n d e v e n if t h e loss is n o t i c e d , t h e c a u s e — t h e 

i m p o r t r e s t r i c t i o n — i s n o t easily seen . 

Put corporations on the dole: P o l i t i c i a n s osc i l la te 

b e t w e e n a t t a c k i n g bus iness a n d pra i s ing it, d e p e n d i n g o n 

t h e po l i t i ca l issue a n d c l ima te . B u t t h e y are c o n s t a n t i n 

d i s p e n s i n g large quan t i t i e s o f c o r p o r a t e wel fare t h a t t h e 

g e n e r a l p u b l i c pays for t h r o u g h h i g h e r taxes a n d l o w e r 

e c o n o m i c p roduc t iv i ty . T h e m o s t c o m m o n jus t i f i ca t ion 

for this wel fare is t ha t it c reates j o b s . A n d i n d e e d it d o e s , 

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

j o b s t h a t w o u l d have e m e r g e d if c o m p e t i t i o n h a d n o t b e 

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

m o n e y p a i d in taxes t o b u y w h a t t h e y v a l u e d m o s t 

ins tead o f p a y i n g for c o r p o r a t e welfare . U n f o r t u n a t e l y , 

t h e j o b s t h a t are c r ea t ed are visible a n d easily seen t o b e 

t h e resul t o f g o v e r n m e n t pol icy, w h i l e t h e h i g h e r p a y i n g 

j o b s t h a t d o n ' t e m e r g e are i nv i s ib l e—i t is difficult t o miss 

w h a t n e v e r was c r ea t ed . 

Raise taxes: Pol i t ic ians of ten call for h i g h e r taxes as 

t h e bes t w a y t o p r o m o t e e c o n o m i c g r o w t h a n d crea te 

m o r e a n d b e t t e r j o b s . S u p p o s e d l y h i g h e r taxes wi l l 

r e d u c e t h e b u d g e t defici t , w h i c h wi l l r e d u c e in te res t 

rates b y r e d u c i n g g o v e r n m e n t b o r r o w i n g . T h e p o p u l a r ­

ity o f ra is ing taxes t o inc rease g o o d j o b s s e e m s t o c o n ­

t rad ic t t h e thesis o f this ar t ic le . It suggests t ha t po l i t i c ians 

are w i l l i n g t o t ake a n u n p o p u l a r a c t i o n — r a i s i n g t a x e s — 

t o p r o v i d e a g e n e r a l b e n e f i t — w i d e s p r e a d e c o n o m i c 

g r o w t h a n d j o b c r e a t i o n . B u t ra is ing taxes is n o t a n 

effective w a y t o increase e c o n o m i c g r o w t h a n d c rea te 

j o b s . E v e n if ra is ing taxes d i d r e d u c e t h e federal b u d g e t 

defici t , it is n o t l ikely t o have m u c h effect o n in te res t 

ra tes . In te res t rates are d e t e r m i n e d in a w o r l d w i d e c a p i ­

tal m a r k e t , w i t h rates o f t en fall ing w h e n t h e federal 

b u d g e t deficit is i nc reas ing a n d r i s ing w h e n it is d e c r e a s -
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i n g . S e c o n d , i n c r e a s i n g taxes s e l d o m r e d u c e s t h e b u d g e t 

defici t , at least n o t for l o n g . E v e n w h e n h i g h e r taxes raise 

m o r e t ax r e v e n u e , t h e a d d i t i o n a l m o n e y is inva r i ab ly 

u s e d t o e x p a n d g o v e r n m e n t s p e n d i n g a n d p o r k - b a r r e l 

p r o g r a m s , w i t h s p e n d i n g g r o w t h typ ica l ly o u t p a c i n g 

r e v e n u e g r o w t h . T h e effect is t o s u b s t i t u t e p u b l i c s p e n d ­

i n g g u i d e d by po l i t i ca l i n f l uences for p r i v a t e s p e n d i n g 

g u i d e d b y e c o n o m i c c o n s i d e r a t i o n s — a sure p r e s c r i p t i o n 

for r e d u c i n g p r o d u c t i v i t y a n d l o w e r i n g real w a g e s . Also , 

w i t h h i g h e r t ax ra tes , specia l in te res ts are w i l l i n g t o p a y 

po l i t i c i ans m o r e for t ax l o o p h o l e s , w h i c h i n t r o d u c e 

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

o f s p e n d i n g a n d i n v e s t m e n t s . T h e po l i t i ca l cos t o f 

i n c r e a s i n g taxes is m o r e t h a n offset b y t h e po l i t i ca l b e n ­

efits f r o m t h e p laus ib le p r e t e n s e t h a t g o o d j o b s are b e i n g 

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

b u y m o r e e l ec to ra l s u p p o r t . 

Increase government spending: T h e list o f benef i t s f r o m 

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

c a t i o n , a g r i c u l t u r a l subs id ies , pa rk s , a i r p o r t e x p a n s i o n , 

w a t e r - d i v e r s i o n p r o d u c t s , a n d so o n always i n c l u d e s 

a d d i t i o n a l j o b s . B u t t h e j o b s c r e a t e d are a m a j o r cos t o f 

t h e s e s p e n d i n g p ro jec t s , n o t a b e n e f i t . T h e j o b s neces sa ry 

t o b u i l d a r o a d o r r e c y c l e a l u m i n u m cans are filled b y 

w o r k e r s w h o are n o t p r o d u c i n g v a l u e in o t h e r ac t iv i t ies . 

U n l e s s this cos t is c o n s i d e r e d , t h e j o b s c r e a t e d wi l l b e 

d e s t r o y i n g w e a l t h at t h e m a r g i n , s ince t h e va lue c r e a t e d 

b y w o r k e r s o n g o v e r n m e n t - f u n d e d p ro j ec t s w i l l b e less 

t h a n t h e v a l u e (in t e r m s o f c o n s u m e r p re fe rences ) t h e y 

c o u l d b e c r e a t i n g e l s e w h e r e . Pol i t ica l i ncen t i ve s m a k e 

this m i s a l l o c a t i o n o f l a b o r inev i t ab le . 

Regulate labor markets: P o l i t i c i a n s c a n t a k e c r e d i t for 

p r o t e c t i n g a n d c r e a t i n g j o b s b y i m p o s i n g a n u m b e r o f 

p r o d u c t i v i t y - r e d u c i n g r e s t r i c t i o n s o n l a b o r m a r k e t s . T o 

list t w o : a f f i r m a t i v e - a c t i o n e n f o r c e m e n t p r e s s u r e s 

e m p l o y e r s t o h i r e w o r k e r s o n t h e basis o f t h e rac ia l m i x 

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

es t h e d i f f icul ty o f d i s m i s s i n g u n p r o d u c t i v e w o r k e r s ; 

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

f lex ib i l i ty o f e m p l o y e r s t o adjus t c o m p e n s a t i o n in ways 

t h a t a t t r ac t t h e b e s t m i x o f w o r k e r s t o t h e i r firms at t h e 

least cos t . ( W e ' v e a l r e a d y d i s cus sed t h e m i n i m u m 

w a g e . ) 

T h e a d v a n t a g e o f t h e po l i c i e s t h a t w o u l d c rea t e m o r e 

h i g h - p a y i n g j o b s i n d i r e c t l y is t h a t t h e y d o so b y c r e a t i n g 

a p o s i t i v e - s u m se t t i ng in w h i c h p e o p l e i n t e r a c t i n 

i nc reas ing ly p r o d u c t i v e ways . T h e s a m e inc rease in p r o ­

d u c t i v i t y t h a t raises real i n c o m e s also increases t h e g e n ­

eral level o f w e a l t h , e n h a n c i n g o u r lives in a h o s t o f 

ways . F o r e x a m p l e , as w e a l t h increases , in fan t m o r t a l i t y 

decreases , life e x p e c t a n c i e s ( and t h e qua l i ty o f life) 

i nc rease at all age levels, p o v e r t y dec l i ne s , t h e e n v i r o n ­

m e n t b e c o m e s c leaner , access t o t h e arts increases , m o r e 

le i sure t i m e b e c o m e s available, a n d j o b s b e c o m e safer, 

m o r e p leasan t a n d h i g h e r p a y i n g . 

T h e p r o b l e m w i t h po l i c ies t h a t t r y t o c r ea t e m o r e 

h i g h - p a y i n g j o b s d i r ec t ly is t h a t t h e y d o so w i t h g o v ­

e r n m e n t transfers a n d p r o t e c t i o n s t h a t are n e g a t i v e - s u m . 

Yet this n e g a t i v e - s u m a p p r o a c h is po l i t i ca l ly c o m p e l l i n g 

b e c a u s e po l i t i c i ans r ece ive m u c h o f t h e c red i t for t h e 

benef i t s , w h i l e r e c e i v i n g l i t t le o f t h e b l a m e for t h e l a r g ­

e r losses. 
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H o w Public Transit Undermines Safety 

B Y J O H N S E M M E N S 

Ev e r y o n e k n o w s t h a t a u t o m o b i l e travel is d a n g e r ­

o u s . T h i s na tu ra l ly leads t o t h e a s s u m p t i o n t h a t 

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

o f i m p r o v i n g travel safety. H o w e v e r , t h e issue is m o r e 

c o m p l e x t h a n this s i m p l e a s s u m p t i o n a l lows. I n s o m e 

respec t s , i n t r o d u c i n g m o r e t rans i t veh ic les i n t o t h e m i x 

o f u r b a n t r a n s p o r t a t i o n o p t i o n s wi l l i nc rease t h e r isk. 

Trave l as a p a s s e n g e r o n p u b l i c t r a n s p o r t a t i o n is safer 

t h a n t ravel b y p r i v a t e cars . T h e fatality r i sk for a p e r s o n 

t r ave l ing in a car is a l m o s t 1 0 0 t i m e s h i g h e r t h a n t h a t for 

a p e r s o n t r ave l ing in a b u s ( A m e r i c a n P u b l i c T r a n s p o r t a ­

t i o n Assoc ia t ion ' s P u b l i c T r a n s p o r t a t i o n Fac t B o o k ) . P a s ­

senge r s t r ave l ing in ra i l - t rans i t veh ic les p r o b a b l y face a 

s imi lar ly l o w r isk . 

H o w e v e r , t h e o n b o a r d r i sk is n o t t h e o n l y safety issue 

o f c o n c e r n . P e d e s t r i a n s face r isks p r i o r t o b o a r d i n g t r a n ­

sit veh ic l e s . F u r t h e r , ra i l - t rans i t veh ic les o p e r a t i n g o n 

r i g h t s - o f - w a y t h a t i n t e r s e c t s treets m a y co l l ide w i t h p e r ­

sons , veh ic l e s , o r ob jec t s t h a t c o m e i n t o t h e p a t h o f t h e 

t rans i t t ra ins . Fa ta l i ty ra tes b y v e h i c l e t y p e (Table 1 ) w e r e 

c o m p i l e d f r o m t h e N a t i o n a l H i g h w a y Traffic Safety 

A d m i n i s t r a t i o n ' s Traffic Safety Facts 2000, t h e Fede ra l 

H i g h w a y A d m i n i s t r a t i o n ' s Highway Statistics, a n d t h e 

A m e r i c a n P u b l i c T r a n s p o r t a t i o n Assoc ia t ion ' s Public 

Transportation Fact Book. T h e s e statistics are revea l ing . 

As can b e s e e n f rom t h e data , rail t ransi t has severe 

safety def ic ienc ies w h e n c o m p a r e d t o o t h e r m o d e s o f 

u r b a n travel . T h e a g g r e g a t e fatality ra te for a u t o travel is 

a r o u n d 15 p e r s o n s p e r b i l l ion v e h i c l e - m i l e s o f travel . 

H o w e v e r , this i nc ludes ru ra l t ravel , w h e r e t h e fatality 

ra te p e r b i l l ion v e h i c l e - m i l e s is 2 3 . T h e n a t i o n w i d e fatal­

i ty ra te p e r b i l l ion v e h i c l e - m i l e s o f u r b a n a u t o m o b i l e 

t ravel is 1 1 , a n d w h e n passengers are i n c l u d e d , it d rops 

t o 10 . T h u s w e f ind tha t l igh t rail's 14 fatalities p e r b i l ­

l i o n p a s s e n g e r - m i l e s o f t ravel a n d c o m m u t e r rail's 12 

fatalities p e r b i l l i on p a s s e n g e r - m i l e s o f travel are a c t u a l ­

ly h i g h e r t h a n t h e ra te for p r iva te ly o p e r a t e d a u t o m o ­

bi les . 

S i n c e rail t ransi t has a w o r s e safety r e c o r d t h a n a u t o ­

m o b i l e s , t h e n o t i o n tha t safety c an b e i m p r o v e d b y 

s p e n d i n g tax dol lars t o lu re s o m e a u t o m o b i l e users t o 

s w i t c h t o rail t ravel is n o t s u p p o r t e d b y t h e crash data . 

A u t o dr ivers w h o s u p p o r t t a x - s u b s i d i z e d rail o n t h e 

John Semmens (jsemmens@cox.net) is a transportation policy analyst at the 
Laissez Faire Institute in Arizona. 

Table 1: Urban Travel Fatality Rates by Mode, 1991-2001 Averages 

Fatalities/Billion Vehicle-Mi les 55 391 133 359 1 1 

Fatalities/Billion Passenger-Mi les 6 12 6 14 10 

S o u r c e s : Public Transportation Fact Book (American Public Transpor ta t ion Association), Highway Statistics (Federal Highway Adminis t ra t ion) , 
Traffic Safety Fact (Nat ional H i g h w a y Traffic Safety Adminis t ra t ion) 

T H E F R E E M A N : I d e a s o n L i b e r t y 22 

mailto:jsemmens@cox.net


a s s u m p t i o n t h a t t h e i r lives wi l l b e m a d e b e t t e r w h e n 

o t h e r s leave t h e i r cars t o r i d e t ra ins m a y w a n t t o r e c o n ­

s ider t h e i r p o s i t i o n . L i g h t rail's fatality ra te o f 3 5 9 p e r 

b i l l i on v e h i c l e - m i l e s o f t ravel a n d c o m m u t e r rail's 3 9 1 

p e r b i l l i o n v e h i c l e - m i l e s o f t ravel m a k e rail t ra ins 

e x t r a o r d i n a r i l y d a n g e r o u s t o b e near . O c c u p a n t s o f 

a u t o m o b i l e s r o u t i n e l y ge t t h e w o r s t o f it i n any co l l i s ion 

w i t h a t r a in . 

Traffic crashes are n o t t h e o n l y safety issue in p u b l i c 

t r a n s p o r t a t i o n . C r i m e is also a m a t t e r t h a t m u s t b e c o n ­

s ide red in e v a l u a t i n g dec i s ions t o i m p l e m e n t t ransi t sys­

t e m s . M a n y cit ies h a v e b e e n o r are s e e k i n g t o a d d 

l igh t - r a i l l ines t o t h e i r t rans i t m i x . O n e o f t h e a r g u m e n t s 

u s e d for r e p l a c i n g b u s se rv i ce w i t h l i gh t - r a i l s e rv i ce is 

t h e p e r c e i v e d p o t e n t i a l for l igh t - r a i l s ta t ions t o a t t rac t 

r ea l -es ta te d e v e l o p m e n t . T h i s m a y w e l l b e t r u e , b u t it is 

n o t a n u n m i x e d b less ing . L i g h t rail also appea r s t o a t t rac t 

an u n u s u a l l y h i g h n u m b e r o f c r i m i n a l s . 

O f all t h e t rans i t m o d e s , l i gh t rail has t h e w o r s t c r i m e 

ra te (Table 2 ) . L i g h t rail's v i o l e n t - c r i m e s - a g a i n s t - p e r s o n s 

ra te ( m u r d e r , r ape , r o b b e r y , a n d assault) o f 2 8 4 p e r b i l ­

l i o n p a s s e n g e r - m i l e s is a l m o s t 5 0 p e r c e n t h i g h e r t h a n 

h e a v y rail (195) a n d t h r e e t imes h i g h e r t h a n t h e ra te for 

b u s t rans i t (97) . L i g h t rail's c r i m e s - a g a i n s t - p r o p e r t y ra te 

(larceny, thef t , burg la ry , a n d a r son) o f 7 7 9 p e r b i l l i o n p a s ­

s e n g e r - m i l e s is 2 0 p e r c e n t h i g h e r t h a n h e a v y rail (641) 

a n d five t i m e s h i g h e r t h a n t h e ra te for b u s t rans i t (144) . 

C o n s e q u e n t l y , it l o o k s as t h o u g h a d e c i s i o n t o r ep l ace 

H o w P u b l i c T r a n s i t U n d e r m i n e s S a f e t y 

buses w i t h l igh t rail is v e r y l ike ly a d e c i s i o n t h a t wi l l 

b r i n g m o r e c r i m e t o a n area. 

T h e r e is n o t h i n g in t h e p u b l i s h e d l i t e r a tu re t h a t 

a t t e m p t s t o e x p l a i n t h e h i g h e r c r i m e ra te for l igh t rail. 

O n e c a n o n l y specu l a t e as t o t h e poss ib le causes . O n e 

h y p o t h e s i s w o u l d b e t h a t s ince t ra ins m u s t s top at eve ry 

s t a t ion , c r i m i n a l s c a n b e m o r e assured o f access t o 

p o t e n t i a l v i c t i m s . I n con t r a s t , a b u s d r i v e r m a y bypass a 

s top if h e t h i n k s it m a y b e d a n g e r o u s . T r a i n s ta t ions m a y 

b e m o r e i so la ted , p u t t i n g w a i t i n g v i c t i m s in a k n o w n 

l o c a t i o n tha t m a y n o t b e easily vis ible t o p r o s p e c t i v e 

w i tne s se s . R a i l also is m o r e ap t t o invo lve so -ca l l ed 

" p a r k - a n d - r i d e " t r ips . T h e p a r k i n g lots m a y b e c o n v e n ­

i e n t l o c a t i o n s for r o b b e r i e s . C a r s p a r k e d for t h e w h o l e 

day m a y inv i t e b r e a k - i n s . T h e poss ib le reasons for t h e s e 

h i g h c r i m e rates c ry o u t for m o r e s tudy. 

M u c h o f t h e e n e r g y p u t i n t o transit has b e e n t o raise 

taxes in o r d e r t o ob ta in m o r e resources t o i m p l e m e n t m o r e 

transit o p t i o n s . T h e focus has b e e n o n t ry ing to p rov ide t h e 

type o f service that m i g h t attract drivers o u t o f the i r cars 

a n d o n t o transit vehicles. O v e r l o o k e d in this ques t has b e e n 

t h e po ten t i a l negat ive i m p a c t o n publ ic safety. T h e data 

g leaned from pub l i shed sources indica te that t he re are ser i ­

ous safety issues s u r r o u n d i n g t h e o p e r a t i o n o f transit in o u r 

cities. I n a s m u c h as g o v e r n m e n t is general ly e x p e c t e d t o 

p r o m o t e publ ic safety, t h e ex t rac t ion o f m o r e tax dollars to 

bu i ld m o r e rail-transit systems w o u l d appear t o b e u n d e r ­

m i n i n g this key responsibility. (f| 

Table 2: 2001 Public Transit Serious-Crime Statistics 

Bus 2,114 97 3,171 144 5,285 240 

Commuter Rail 260 27 2,508 263 2,768 290 

Demand Response' 13 15 13 15 26 30 

Heavy Rail 2,765 195 9,084 641 11,849 836 

Light Rail 408 284 1,120 779 1,528 1,063 

*per billion passenger miles 

Vans operating on variable routes and times 
S o u r c e s : 2003 Public Transportation Fact Book (Amer ican Public Transpor ta t ion Association),Tables 6 & 45 . 
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Peripatetics 

Full Context 
B Y S H E L D O N R I C H M A N 

I n The Wealth of Nations A d a m S m i t h f a m o u s l y 

w r o t e , " P e o p l e o f t h e s a m e t r a d e s e l d o m m e e t 

t o g e t h e r , e v e n for m e r r i m e n t a n d d ive r s ion , b u t t h e 

c o n v e r s a t i o n e n d s i n a c o n s p i r a c y against t h e p u b l i c k , o r 

i n s o m e c o n t r i v a n c e t o raise p r i ce s . " It m a y s e e m s t r ange 

t h a t h i s to ry ' s b e s t - k n o w n a d v o c a t e o f t h e free m a r k e t 

w o u l d cast s u c h aspe r s ions o n bus iness p e o p l e . B u t t h e r e 

is n o t h i n g s t r a n g e a b o u t it. A de fense o f t h e m a r k e t , a n d 

o f v o l u n t a r i s m in g e n e r a l , s h o u l d n e v e r b e m i s t a k e n for 

a de fense o f p a r t i c u l a r bus iness in te res t s . 

O p p o n e n t s o f t h e free m a r k e t love tha t q u o t e f r o m 

S m i t h . F o r o b v i o u s reasons t h e y rare ly a d d t h e s e n t e n c e s 

t h a t fo l low: " I t is i m p o s s i b l e i n d e e d to p r e v e n t s u c h 

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

w o u l d b e c o n s i s t e n t w i t h l i b e r t y a n d j u s t i c e . B u t t h o u g h 

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

s o m e t i m e s a s s e m b l i n g t o g e t h e r , it ought to do nothing to 

facilitate such assemblies; much less to render them necessary 

( b o o k I, c h a p t e r X , p a r t I I , p a r a g r a p h 2 7 ; e m p h a s i s 

a d d e d ) . 

As S m i t h we l l k n e w , g o v e r n m e n t o f t en facili tates 

s u c h assembl ies . Effect ive "consp i r acy [ i e s ] against t h e 

p u b l i c k " w o u l d b e i m p o s s i b l e w i t h o u t state s u p p o r t . 

A b s e n t po l i t i ca l p r i v i l e g e , " c o n t r i v a n c e [ s ] t o raise p r i c e s " 

w o u l d c r u m b l e u n d e r t h e p res su re o f free c o m p e t i t i o n . 

It takes a s tate t o m a k e a tariff, a p r i c e s u p p o r t , o r a p u n i ­

t ive t ax o r r e g u l a t i o n o n one ' s c o m p e t i t o r s . 

S m i t h ' s b o o k was a b r i e f agains t m e r c a n t i l i s m , t h e 

na t iona l i s t i c s y s t e m o f bus iness p r iv i l ege . B u t w e s o m e ­

t i m e s fo rge t t h a t t h e e c o n o m i c sys t em t h a t s u c c e e d e d 

m e r c a n t i l i s m was n o t free o f all mercan t i l i s t fea tures . 

Espec ia l ly in t h e s e c o n d ha l f o f t h e n i n e t e e n t h c e n t u r y 

a n d at t h e h a n d s o f t h e R e p u b l i c a n Party, m e r c a n t i l i s m 

(in t h e f o r m o f H e n r y Clay 's o l d A m e r i c a n Sys t em) h a d 

w i d e i n f l u e n c e at t h e n a t i o n a l level . ( T h e states h a d t h e i r 

o w n m o d e s t ve r s i ons ear l ie r i n t h e cen tu ry . ) Its p r o g r a m 

c o n s i s t e d o f p r o t e c t i v e tariffs, t a x p a y e r - f i n a n c e d infra­

s t r u c t u r e p ro j ec t s ( " i n t e r n a l i m p r o v e m e n t s " ) , r e g u l a t i o n 

o f p r iva t e in f ras t ruc ture , a n a t i o n a l b a n k for c red i t 

m a n i p u l a t i o n , a n d o t h e r f o r m 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 i n t e n d e d t o g u i d e society 's d e v e l o p m e n t a n d in t h e 

p rocess bene f i t t h e w e l l - c o n n e c t e d bus iness class. A g o o d 

dea l o f l a n d was also p a r c e l e d o u t t o pol i t ica l ly favored 

in teres ts , s u c h as m o s t o f t h e m a j o r ra i l roads. D o m i n a n t 

bus iness figures d i d n o t o p p o s e this p r o g r a m ; o n t h e 

con t r a ry , t h e y c h a m p i o n e d it b e c a u s e t h e y s t o o d t o ga in 

f rom t h e a b o v e - m a r k e t p r i ces , lucra t ive g o v e r n m e n t 

c o n t r a c t s , a n d b u r d e n s o n smal le r c o m p e t i t o r s . 

Later , t h e Progress ive E r a " r e f o r m s " w e r e n o t o n l y 

s u p p o r t e d , b u t w e r e o f t en p r o p o s e d , b y b i g bus iness . 

M e a t i n s p e c t i o n , ra i l road r e g u l a t i o n , d rug - sa fe ty m o n i ­

t o r i n g , a n d p o l i c i n g o f c o m p e t i t i o n w e r e act ivi t ies 

favored b y t h e m a j o r players in t h e re levant i ndus t r i e s . It 

is n o t w i d e l y a p p r e c i a t e d h o w m u c h b ig -bus ines s s u p ­

p o r t t h e N e w D e a l h a d (or h o w t h e N e w D e a l ac tual ly 

b e g a n u n d e r H o o v e r ) . T h e i n d u s t r y c o d e s e n f o r c e d by 

t h e N a t i o n a l R e c o v e r y A d m i n i s t r a t i o n w e r e a g o d s e n d 

t o b u s i n e s s m e n w h o for years h a d s t r iven , unsuccess fu l ­

ly, t o c rea te stable car tels t o assure l o n g - r u n profi ts . G o v ­

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

g i v e n m a n y b u s i n e s s m e n (and bureauc ra t s ) a taste o f 

w h a t it was l ike t o r u n an e c o n o m y . T h e y l iked it 

e n o u g h t o r e t u r n t o W a s h i n g t o n d u r i n g F r a n k l i n R o o ­

sevelt 's t e n u r e in t h e W h i t e H o u s e . 

W h a t t o d a y is cal led r e n t - s e e k i n g , e x p l o i t i n g o t h e r s 

t h r o u g h pol i t i ca l m e a n s , was as c o m m o n in ear l ier t imes 

as it is n o w . It was a rare bus iness p r o p r i e t o r w h o favored 

laissez f a i r e . W h y r isk y o u r m o n e y in t h e u n p r e d i c t a b l e 

m a r k e t p l a c e w h e n y o u c o u l d have stable p r i ce s a n d 

profi ts w i t h g o v e r n m e n t i n t e r v e n t i o n ? E v e n a n i n c o m e 

tax m i g h t b e a small p r i c e t o pay for t ha t safety. M o s t 

bus iness p e o p l e w e r e u n i n t e r e s t e d in m o r a l ph i lo sophy , 

e c o n o m i c t heo ry , a n d ideo logy . T h e shor t e s t r o u t e 

b e t w e e n t h e m a n d a n i c e r e t u r n o n i n v e s t m e n t usual ly 

w e n t t h r o u g h t h e s t a t e h o u s e o r t h e C a p i t o l . 
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N o k n o w l e d g e a b l e c h a m p i o n o f free m a r k e t s w i l l b e 

s u r p r i s e d b y a n y o f th is . T h e p r o b l e m is t h a t w e t o o 

o f t en fo rge t it i n t h e h e a t o f c u r r e n t con t rove r s i e s . B y 

d r o p p i n g t h e h i s to r i ca l c o n t e x t w e w e a k e n o u r case a n d 

s o u n d l ike d e f e n d e r s o f t h e c o r p o r a t e s tate , t h e o p p o s i t e 

o f laissez faire. 

T h i s has b e e n p o i n t e d o u t be fo re . K e v i n C a r s o n , w h o 

calls h i m s e l f a " f ree m a r k e t an t i -cap i ta l i s t , " w r i t e s i n 

Studies in Mutualist Political Economy t h a t m a n y l i b e r t a r i ­

ans " u s e t h e t e r m 'free m a r k e t ' i n a n e q u i v o c a l sense : 

t h e y s e e m t o have t r o u b l e r e m e m b e r i n g , f r o m o n e 

m o m e n t t o t h e n e x t , w h e t h e r t h e y ' r e d e f e n d i n g a c t u a l ­

ly ex i s t i ng cap i t a l i sm o r free m a r k e t p r i n c i p l e s . " 

F o r e x a m p l e , several m o n t h s a g o o p p o r t u n i s t i c m e m ­

be r s o f C o n g r e s s p r o p o s e d a windfa l l -p ro f i t s t ax o n t h e 

oi l c o m p a n i e s b e c a u s e gaso l ine p r i c e s h a d j u m p e d d u r ­

i n g t h e h u r r i c a n e season a n d profi ts h a d r i s en d r a m a t i ­

cally. I n a r g u i n g agains t t h e tax , m a n y l i be r t a r i ans ( and 

conserva t ives ) e x p l a i n e d w h y in a free m a r k e t , p r i c e s a n d 

profi ts w o u l d r ise u n d e r t h e c u r r e n t c i r c u m s t a n c e s . T h u s 

h i g h e r p r i c e s a n d profi ts w a r r a n t e d n o g o v e r n m e n t 

i n t e r v e n t i o n . 

F i n e . T h e e c o n o m i c t h e o r y a n d c o n c l u s i o n w e r e 

i m p e c c a b l e . B u t s o m e t h i n g was mis s ing , a n d this gap 

gave c red ib i l i ty t o t h e free marke t ' s adversa r ies . W h a t 

was miss ing? A n a c k n o w l e d g m e n t o f t h e c o n t e m p o r a r y 

effects o f t h e l o n g p e r i o d o f p r o - b u s i n e s s i n t e r v e n t i o n -

i sm, w h a t C a r s o n calls " t h e subs idy o f h is tory ." F o r m a n y 

years o i l c o m p a n i e s h a v e b e n e f i t e d f r o m a s y s t e m o f f ed ­

eral a n d s tate f avor i t i sm. M u c h U . S . f o r e ign p o l i c y has 

t h e effect o f f o r c i n g t h e t axpayer s t o p i c k u p t h e h u g e 

tab for s tab i l i z ing t h e c o m p a n i e s ' sou rces o f c r u d e oi l . 

Al l o f this has d i s t o r t e d i n v e s t m e n t , p r i c e s , a n d , t h e r e ­

fore, c o n s u m e r b e h a v i o r , a n d it's h a r d t o k n o w w h a t t h e 

oi l i n d u s t r y — o r i n d e e d t h e e n t i r e e c o n o m y — w o u l d 

l o o k l ike w i t h o u t t h e d i s t o r t i o n . T h e r i p p l i n g effects 

have b e e n pe rvas ive a n d subs tan t ia l . 

I n s u m , t h e c o m p a n i e s are n o t c r e a t i o n s o f t h e free 

m a r k e t . A n d if w e d e f e n d t h e m as t h o u g h t h e y are, w e 

wi l l s o u n d n a i v e at bes t a n d l ike apo log i s t s for t h e c o r ­

p o r a t e s tate at w o r s t . T h a t d i m i n i s h e s o u r efforts t o w i n 

F u l l C o n t e x t 

t h e p u b l i c t o o u r p o s i t i o n . Le t us n e v e r b e gu i l t y o f s u p ­

p o r t i n g , e v e n impl ic i t ly , the socialization of costs, for t h e r e 

is n o su re r w a y t o u n d e r c u t t h e case for t h e p r i v a t i z a t i o n 

o f profi ts . 

Labor Legislation 

An o t h e r e x a m p l e : F r e e - m a r k e t advoca t e s f r e q u e n t l y 

c r i t i c i ze u n i o n s a n d t h e i r s u p p o r t i n g laws. A n y 

g o v e r n m e n t i n t e r v e n t i o n dese rves t o b e c r i t i c i zed , b u t 

o n c e aga in t h e c o n t e x t is o f t en d r o p p e d . T h e c o n t e x t 

i n c l u d e s t h e fact t h a t t h e bus iness el i te h i s to r i ca l ly s u p ­

p o r t e d l a b o r laws, e v e n if i n t h e e n d t h e y o b j e c t e d t o t h e 

p rec i se f o r m o f t h e 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 a n d 

o t h e r e n a c t m e n t s . B u s i n e s s - b a c k e d s o c i a l - r e f o r m o r g a n ­

iza t ions , s u c h as t h e N a t i o n a l C i v i c F e d e r a t i o n a n d t h e 

A m e r i c a n A s s o c i a t i o n for L a b o r Leg i s l a t ion , l o n g h a d 

p r o p o s e d l a b o r laws i n t h e be l i e f t h a t t h e y w e r e t h e p a t h 

t o l a b o r p e a c e a n d t h e e n d o f w i l d c a t s t r i k e s . 

" R e s p e c t a b l e " u n i o n l eade r s w o u l d b e b r o u g h t t o t h e 

c o r p o r a t e - s t a t e tab le as r e spons ib l e j u n i o r p a r t n e r s w h o 

w o u l d d i s c ip l i ne t h e i r u n r u l y e l e m e n t s . M o r e o v e r , 

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

ca r t e l i z ing effect o n A m e r i c a n indus t ry , r e d u c i n g t h e 

" c u t t h r o a t c o m p e t i t i o n " t h a t was so u n s e t t l i n g a n d tha t 

w o r k e d t o t h e a d v a n t a g e o f ups t a r t rivals. 

W h i l e w e s h o u l d h i t at g o v e r n m e n t i n t e r v e n t i o n in 

t h e l a b o r m a r k e t , as e v e r y w h e r e else, w e m u s t h o l d t h e 

c o n t e x t a n d n e v e r fail t o p o i n t o u t t h a t s u c h i n t e r v e n ­

t i o n was i n t e g r a l t o t h e sys t em e n a c t e d la rge ly at t h e 

b e h e s t o f t h e d o m i n a n t bus iness in te res t s . It is r e a s o n a b l e 

t o be l i eve t h a t w o r k e r s w o u l d h a v e more b a r g a i n i n g 

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

c o m p e t i t i o n w e r e t r u l y u n f e t t e r e d . If ta lk o f t h e c o r p o ­

ra te state a n d e x p l o i t a t i o n s o u n d s l e f t - w i n g , it's o n l y 

b e c a u s e laissez fairists s e l d o m ta lk a b o u t t h o s e t h i n g s . 

B u t w e s h o u l d . T h e y are our issues. 

C o n t e x t - h o l d i n g is n o t j u s t o f a c a d e m i c in te res t ; it 

has s t ra teg ic i m p l i c a t i o n s . I f w e k e e p i n m i n d t h a t t h e 

c u r r e n t t h r e a t t o l i b e r t y is t h e cen t r i s t c o r p o r a t e state, 

w e wi l l see t h a t a t o p p r i o r i t y is t h e r epea l o f all c o r p o ­

ra te subs id ies , e v e n t h e m o s t sub t l e k i n d s . ( | | 
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Antonio Rosmini : Philosopher of Property 

B Y A L B E R T O M I N G A R D I 

Over t h e past several d e c a d e s The Freeman a n d 

F E E h a v e i n t r o d u c e d t h e l i b e r t y - l o v i n g p u b l i c 

t o m a n y g rea t t h i n k e r s o f t h e past w h o o t h e r ­

w i s e w o u l d h a v e fal len i n t o o b l i v i o n . F r e d e r i c Bast ia t , 

w h o s e m a s t e r p i e c e The Law was r e s c u e d b y D e a n R u s ­

sell's t r ans l a t i on in 1 9 5 0 a n d has s ince b e c o m e a l m o s t 

r e q u i r e d r e a d i n g a m o n g A m e r i c a n l ibe r t a r i ans a n d c o n ­

servat ives , is j u s t t h e first e x a m p l e t h a t c o m e s t o m i n d . 

O n e g rea t c lass ical- l iberal t h i n k e r w h o t o d a y is nea r ly 

f o r g o t t e n e v e n in his o w n c o u n t r y , Italy, is 

A n t o n i o R o s m i n i . T h i s yea r m a r k s t h e 151st 

a n n i v e r s a r y o f his d e a t h . 

A m a n e n d o w e d w i t h m a g n i f i c e n t t a l ­

e n t s — C a t h o l i c p r i e s t , f o u n d e r o f o r d e r s , 

t h e o l o g i a n , a n d s c h o l a r — R o s m i n i left 

b e h i n d a n e n o r m o u s b o d y o f s cho l a r sh ip 

a n d w r i t i n g s . T h e s t i l l - i n c o m p l e t e cr i t ica l 

e d i t i o n o f his w o r k s w i l l c o m p r i s e m o r e 

t h a n 1 0 0 b o o k s . H i s c o n t r i b u t i o n s c o v e r e d a 

w i d e v a r i e t y o f sub jec t s , r a n g i n g f r o m re l i ­

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

e c o n o m i c s . I n th is vast l a n d s c a p e o f i n t e l l e c ­

tua l a c h i e v e m e n t , po l i t i ca l p h i l o s o p h y a n d 

e c o n o m i c s o c c u p y b u t a smal l lo t , b u t R o s -

min i ' s c o n t r i b u t i o n s in t h e s e fields are n o t e w o r t h y a n d 

o f t en i l l u m i n a t i n g . H e h e l d t h e defense o f p r o p e r t y as 

his c e n t r a l c o n c e r n for t h e b u i l d i n g o f a j u s t po l i t i ca l 

o rde r . 

I n a f o o t n o t e i n t h e s e c o n d v o l u m e o f Law, Legislation 

and Liberty, F A . H a y e k n o t e d t h a t R o s m i n i ' s The Consti­

tution Under Social Justice m a d e " m o r e gene ra l l y k n o w n " 

t h e t e r m social justice " i n its m o d e r n sense ." B u t R o s m i ­

ni's u n d e r s t a n d i n g o f t h e s e w o r d s was q u i t e different 

f r o m t h e o n e w i d e l y a c c e p t e d today. H e was p e r h a p s t h e 

s t a u n c h e s t d e f e n d e r o f p r i va t e p r o p e r t y in n i n e t e e n t h -

c e n t u r y Italy. 

R o s m i n i was b o r n M a r c h 2 4 , 1 7 9 7 , i n t o o n e o f t h e 

r i ches t a n d n o b l e s t families i n t h e ci ty o f R o v e r e t o . H a v ­

i n g l e a r n e d t o read at h o m e , m a i n l y f rom t h e Bib le , t h e 

y o u n g A n t o n i o b e g a n s c h o o l at t h e age o f 7, c o m p l e t i n g 

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

as a p o l y m a t h in his unc le ' s l ibrary. T h e y o u n g man ' s 

h i g h e r s tudies w e r e c o m p l e t e d in t h e o l o g y at t h e U n i ­

vers i ty o f P a d u a (a n o t a b l e c e n t e r o f A r i s ­

t o t e l i an p h i l o s o p h y ) . H e g r a d u a t e d in 1 8 2 3 . 

E v e n at this early stage o f his life, R o s ­

m i n i was r e m a r k a b l e n o t o n l y for his s t u -

d iousness b u t also for his sp i r i tua l intensi ty . 

B u t if h e en joyed a restless life o f m e d i t a ­

t i o n , s tudies , a n d pr ies t ly du t i e s , h e d i d n o t 

refuse t o b e e n g a g e d in t h e dai ly pol i t ica l 

affairs o f his t i m e . 

H i s po l i t i ca l p h i l o s o p h y d e v e l o p e d a n d 

a s s u m e d prec i se f o r m b e t w e e n t h e 1820s 

a n d t h e 1840s . R o s m i n i b e g a n his l i fe long 

j o u r n e y in pol i t ica l t h i n k i n g as a cr i t ic o f 

t h e F r e n c h R e v o l u t i o n : as a C a t h o l i c h e 

u n d e r s t o o d its l imits a n d d a n g e r s , a n d was 

s t rong ly i n f l u e n c e d by t h e w r i t i n g s o f res tora t ion is t 

t h i n k e r s s u c h as F ranco i s R e n e d e C h a t e a u b r i a n d , Luis 

d e B o n a l d , J o s e p h d e M a i s t r e a n d , especially, Kar l L u d -

w i g Hal le r . 

It was p e r h a p s b e c a u s e o f t h e 1 8 2 1 upr i s ings in Italy 

t h a t R o s m i n i s ta r ted w o r k i n g o n a m a j o r w o r k o n p o l ­

itics in 1 8 2 2 — h i s Politica prima. T h o u g h it c o n s u m e d 
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m u c h o f his t i m e d u r i n g 1 8 2 2 - 1 8 2 6 , it was n e v e r p u b ­

l i shed in his l i fe t ime . B u t it s e r v e d as a p r e p a r a t o r y w o r k 

for o t h e r m o r e a m b i t i o u s w r i t i n g i n t h e s a m e field. I n 

pa r t i cu la r , b y 1 8 3 9 R o s m i n i c o m p l e t e d his Political Phi­

losophy a n d b y 1 8 4 5 his i m m e n s e m a s t e r p i e c e Philosophy 

of Law a n d Theodicy. T h e s e w o r k s , w i t h t h e s u b s e q u e n t 

The Constitution Under Social Justice ( 1 8 4 8 ) , a b l u e p r i n t 

for a l ibera l c o n s t i t u t i o n for t h e y e t - d i v i d e d Italy, f o r m 

t h e c o n s i s t e n t b o d y o f his po l i t i ca l t h o u g h t . 

I n 1 8 4 8 R o s m i n i j o i n e d P i u s I X i n R o m e , w h e r e t h e 

p o p e ini t ia l ly w e l c o m e d h i m a n d (after t h e assassinat ion 

o f P e l l e g r i n o R o s s i ) m a d e h i m a ca rd ina l a n d p r i m e 

m i n i s t e r o f t h e Papa l states. H o w e v e r , as s o o n as t h e 

R o m a n R e p u b l i c was es tab l i shed a n d t h e p o p e was 

fo rced t o flee t o G a e t a , th is r e l a t i o n s h i p a p p a r e n t l y b r o k e 

d o w n . R o s m i n i ' s Delle cinque piaghe della santa Chiesa, 

w h e r e h e p r e a c h e s r e n o v a t i o n w i t h i n t h e b o r d e r s o f t h e 

C h u r c h , a n d La Costituzione secondo la giustizia sociale 

w e r e l is ted in t h e I n d e x o f F o r b i d d e n B o o k s . T h i s 

c a u s e d h i m i m m e n s e p a i n . 

D i s m i s s e d b y t h e p o p e , R o s m i n i r e t u r n e d t o his 

h o u s e in Stresa ( o n L a g o M a g g i o r e ) w h e r e h e p e a c e f u l ­

ly s p e n t t h e rest o f his life. B u t t h e p o l e m i c s o n his w r i t ­

ings d i d n o t e n d w i t h his d e a t h in 1 8 5 5 . T h e Jesu i t s w e r e 

pa r t i cu l a r ly f ierce i n a t t a c k i n g his w o r k . In 1 8 8 7 t h e 

San t 'Uf f i z io ( H o l y O f f i c e — k n o w n n o w as t h e C o n g r e ­

g a t i o n for t h e D o c t r i n e o f t h e Fai th) p r o m u l g a t e d a 

d e c r e e , Post Obitum, w h i c h s ta ted t h a t 4 0 p r o p o s i t i o n s 

e x t r a c t e d f r o m R o s m i n i ' s w o r k s h a d n o t " c o n f o r m e d t o 

t h e C a t h o l i c t r u t h . " 

T h i s c o n d e m n a t i o n las ted u n t i l t h e p o n t i f i c a t e o f 

K a r o l Woj ty l a . J o h n P a u l II o p e n e d t h e cause o f bea t i f i ­

c a t i o n o f R o s m i n i , a n d i n his encyc l i ca l Fides et Ratio 

m e n t i o n e d h i m a m o n g " s ign i f i can t e x a m p l e s o f a 

p rocess o f p h i l o s o p h i c a l e n q u i r y t h a t was e n r i c h e d b y 

e n g a g i n g t h e da ta o f fai th ." Finally, o n J u l y 1, 2 0 0 1 , t h e 

C o n g r e g a t i o n for t h e D o c t r i n e o f t h e Fa i th , i n a Nota 

s i g n e d b y t h e n - C a r d i n a l J o s e p h R a t z i n g e r ( the fu tu re 

P o p e B e n e d i c t X V I ) a n d t h e n - A r c h b i s h o p Tarc is io 

B e r t o n e , r e p e a l e d t h e Post Obitum. E v e r s ince , R o s m i n i ' s 

w o r k s h a v e a t t r a c t e d g r o w i n g in t e res t i n C a t h o l i c circles . 

Thinking Matured Early 

Rosmin i ' s t h o u g h t o n po l i t i ca l a n d social issues, s u c h 

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

A n t o n i o R o s m i n i : P h i l o s o p h e r o f P r o p e r t y 

F r e n c h R e v o l u t i o n , a n d social j u s t i c e , m a t u r e d at a n 

ear ly s tage o f his life. S o n o f a loyal s e rvan t o f t h e H a b s ­

b u r g E m p i r e , t h e y o u n g A n t o n i o d i s t inc t ive ly a b s o r b e d 

a n d d e v e l o p e d a las t ing d is t rus t t o w a r d t h e ideals a n d 

m e a n s o f t h e F r e n c h J a c o b i n s . C o m m e n t a t o r s a r g u e d 

t h a t R o s m i n i was v e r y m u c h in t u n e w i t h t h e w a v e o f 

a n t i - r e v o l u t i o n t h i n k e r s in his first yea r s ' m e d i t a t i n g o n 

po l i t i ca l q u e s t i o n s , t u r n i n g t o classical l ibe ra l i sm la ter 

o n . 

H o w e v e r , t h e c o n c e r n for p r i v a t e p r o p e r t y s tands as a 

l a n d m a r k in t h e d e v e l o p m e n t o f his t h i n k i n g . In his 

e u l o g y for P i u s V I I , w h i c h e m b o d i e d t h e essence o f his 

po l i t i ca l t h o u g h t , R o s m i n i dea l t t o a c e r t a i n e x t e n t w i t h 

t h e q u e s t i o n o f p r o p e r t y r i gh t s , m a k i n g t h e i r p r o t e c t i o n 

t h e d i f fe rence b e t w e e n " a s y s t e m based u p o n j u s t i c e " 

a n d o n e g r o u n d e d o n " u n i v e r s a l uti l i ty." 

T h e first (justice) is t h e t r a d i t i o n o f t h o u g h t e n d o r s e d 

b y P i u s V I I : " I t dec r ee s : Consecrate property! E v e r y b o d y ' s 

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

m a y o r m a y n o t r e t a in b u t b e c a u s e o f his o w n d ign i ty : 

T h i s is t h e o n l y poss ib le equa l i t y a m o n g m e n . D o n o t let 

char i ty , n o r its n a m e , b e assoc ia ted w i t h c r i m e s : It m u s t 

n o t i n f r inge t h o s e seals p o s e d b y G o d o n eve ryone ' s 

p r o p e r t y . " R o s m i n i o p e n l y c r i t i c i z ed r ed i s t r i bu t i ve p o l i ­

cies, w h i c h l i m i t a n d seize p r i v a t e p r o p e r t y in t h e n a m e 

o f c o m p u l s o r y b e n e v o l e n c e . 

T h e s e c o n d s y s t e m (universa l u t i l i ty ) , w h i c h was 

p r o p a g a t e d b y t h e N a p o l e o n i c a r m i e s all ove r E u r o p e , 

was i n s t ead " n o t g e n e r a t e d b y t h e e x p e r i e n c e o f c e n ­

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

s t u d y o f t h e e t e r n a l t r u t h ; it is r a t h e r t h e p r o d u c t o f t h e 

fancies o f t h o s e w h o n o w a d a y s call t h e m s e l v e s p h i l o s o ­

p h e r s . " T h e o u t p u t o f s u c h a sy s t em is t h e a t t e m p t t o 

"sacr i f ice a n y p r o p e r t y t o a n i l lus ion o f p u b l i c g o o d . " 

I n essays c o m p o s e d b e t w e e n 1 8 2 2 a n d 1 8 2 5 , R o s m i ­

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

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

m a i n s t a y o f his po l i t i ca l t h o u g h t for t h e rest o f his life: 

" E v e r y o n e ' s p r o p e r t y m u s t b e so sacred as t o n o t b e v i o ­

l a t ed for a n y r e a s o n " a n d " O r i g i n a l a p p r o p r i a t i o n has t o 

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

l o n g as t h e a p p r o p r i a t e d t h i n g was n o t ye t s o m e o n e 

else's p r o p e r t y . " 

I n t h e s a m e w o r k R o s m i n i c lose ly l i n k e d t h e defense 

o f p r o p e r t y w i t h t h e p r o b l e m o f g u a r a n t e e i n g eve ryone ' s 
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r i g h t t o life. W h e n all p r o p e r t y is safe, life wi l l n e v e r b e 

in d a n g e r . T h e s c o p e o f soc i e ty is t h u s t h e p r o t e c t i o n o f 

p r o p e r t y , b e c a u s e o n c e p r o p e r t y r i gh t s are g u a r a n t e e d 

e v e r y t h i n g fo l lows , a n d p e r s o n a l s e c u r i t y c o m e s as a 

c o n s e q u e n c e o f t h e de fense o f t h e r i gh t s o f o w n e r s h i p . 

H o w e v e r , R o s m i n i ' s s y s t e m was t o f ind its final fo r ­

m u l a t i o n la ter o n . B e t w e e n 1 8 3 7 a n d 1 8 4 4 h e p u b l i s h e d 

t h e t w o v o l u m e s o f his Political Philosophy ( " T h e S u m ­

m a r y C a u s e for t h e Stabi l i ty o r D o w n f a l l o f H u m a n 

S o c i e t i e s " a n d " S o c i e t y a n d Its P u r p o s e " ) , f o l l o w e d b y 

his m a g n u m o p u s , Philosophy of Law. 

Perfectism and Socialism 

Political Philosophy is c lear ly i n d e b t e d t o t h e s tudies o f 

a n t h r o p o l o g y a n d m o r a l s c i e n c e t h a t R o s m i n i c o n ­

d u c t e d in t h o s e v e r y years . H i s a n t h r o p o l o g i c a l rea l i sm 

a p p l i e d t o t h e facts o f po l i t i c s b r o u g h t R o s m i n i t o re jec t 

b o l d l y a n y i d e o l o g i c a l " i d e a l i z a t i o n " o f social affairs, 

w h i c h h e saw as i n h e r e n t i n s o m e o f t h e l e a d i n g d o c ­

t r i n e s o f his t i m e . R o s m i n i c h a r a c t e r i z e d " p e r f e c t i s m " as 

a " s y s t e m t h a t be l ieves p e r f e c t i o n t o b e poss ib le in 

h u m a n t h i n g s , a n d w h i c h sacrifices today 's g o o d s t o a n 

i m a g i n a r y fu tu re p e r f e c t i o n . . . . [I]t consis ts o f a r r o g a n t 

p r e j u d i c e , for w h i c h h u m a n n a t u r e is j u d g e d t o o favor ­

ably." 

J u d g i n g po l i t i ca l o p t i o n s f r o m " p u r e h y p o t h e s i s , " t h e 

r i sk is t o e l a b o r a t e t h e o r i e s t h a t d o n o t rest o n a p r o p e r 

c o n s i d e r a t i o n o f t h e " n a t u r a l l imi ts o f t h ings . " R o s m i n i ' s 

t a rge t is r e p r e s e n t e d m a i n l y b y t h e u t o p i a n i s m o f soc ia l ­

ists, w h o d r e a m o f a p r o p e r t y - l e s s society. H u m a n s o c i ­

e ty w i t h o u t p r o p e r t y , h o w e v e r , is i m p o s s i b l e b e c a u s e t h e 

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

na t ive , e i t h e r t o a c c e p t it, o r t o eat t h e m s e l v e s o n e e a c h 

o t h e r . " T h e a b s e n c e o f p r o p e r t y wi l l p r o d u c e m i s e r y a n d 

n e e d , w h i c h in t u r n wi l l p r o v o k e c r i m e a n d w i d e s p r e a d 

aggres s ion , w h i c h is t h e c o n t r a r y o f soc i e ty itself. I d e o l ­

ogy, for R o s m i n i , can " b l i n d " m e n to t h e e x t e n t o f n o t 

r e c o g n i z i n g t h e i m p o r t a n c e o f th is i n s t i t u t i o n . 

T h i s realist ic v i s i o n o f h u m a n b e i n g s a n d h u m a n 

soc ie t ies is at t h e c o r e o f R o s m i n i ' s feel ings t o w a r d t h e 

s ta te : " G o v e r n m e n t is m a d e o f p e r s o n s w h o , b e i n g m e n , 

are fallible." Today ' s r eade r s wi l l find his p o l e m i c s agains t 

p e r f e c t i s m s imi lar t o Hayek ' s against cen t r a l p l a n n i n g ; 

l ike H a y e k , R o s m i n i e m p h a s i z e d t h a t legis la tors c a n n o t 

b e p r e s u m e d o m n i s c i e n t , a n d h e also p u t t h e r e s p o n s i ­

b i l i ty for m a k i n g m e a n i n g f u l dec i s ions in t h e h a n d s o f 

ind iv idua l s . 

I n d e e d , i n t h e essay " O n C o m m u n i s m a n d Soc i a l ­

i sm," w r i t t e n in 1847 after P ius IX's encyc l ica l Qui 

Pluribus, R o s m i n i cal led U t o p i a n s "false sages" a n d v i n d i ­

c a t e d i n d i v i d u a l i s m b y saying tha t " a m a n is n o t a 

m a c h i n e , " m e a n i n g tha t h e is n o t as m e c h a n i c a l l y p r e ­

d ic tab le as p r o p h e t s o f p l a n n i n g w o u l d l ike h i m t o b e . 

T h e s e " m o n s t r o u s U t o p i a s , " h e w r o t e , are " t h e grave o f 

l ibe ra l i sm a n d o f any des ide rab le p r o g r e s s " : c o m m u n i s m 

a n d socia l i sm, "far f rom g r o w i n g t h e l i be r ty o f m e n a n d 

society, p r o v i d e for t h e m t h e m o s t u n h e a r d a n d abso lu t e 

slavery, o p p r e s s i n g t h e m u n d e r t h e heav ies t , m o s t 

de spo t i c , m o s t p icky, i m m o r a l a n d i m p i o u s o f all g o v ­

e r n m e n t s . " 

It is i n Philosophy of Law t ha t R o s m i n i e x p l a i n e d in 

full de ta i l his a c c o u n t o f n a t u r a l law. F o r h i m , t h e f u n d a ­

m e n t a l goa l t o b e a c h i e v e d is t h e p r o t e c t i o n o f t h e 

h u m a n p e r s o n — " t h e first seat o f f r e e d o m . " In his sy s t em 

" j u r i d i c a l f r e e d o m m e a n s n o t h i n g b u t t h e p o w e r tha t 

t h e p e r s o n - p r o p r i e t o r has over his o w n t h i n g , w i t h 

w h i c h h e can m o r a l l y d o w h a t h e pleases ." 

B o u n d a r i e s for e a c h ind iv idua l ' s legal ac t ions are t o 

b e f o u n d in t h e e q u a l g u a r a n t e e o f e v e r y b o d y else's f ree­

d o m . Ins t ead o f f o r m u l a t i n g a " l a w o f e q u a l f r e e d o m , " 

w h i c h h e f o u n d p r o b l e m a t i c insofar as this m u t u a l 

r e spec t o f i nd iv idua l r igh t s was n o t r o o t e d in reality, 

R o s m i n i r e s o r t e d t o p r o p e r t y as a m e a s u r e o f f r e e d o m . 

F o r h i m " p r o p e r t y cons t i t u t e s a sphere a r o u n d t h e p e r s o n 

in w h i c h t h e p e r s o n is t h e center. N o o n e else can e n t e r 

this s p h e r e , a n d n o o n e can separa te f rom t h e p e r s o n tha t 

w h i c h is i n h e r e n t i n h i m as a resul t o f t h e c o n n e c t i o n 

b e t w e e n h i m a n d w h a t is his o w n . T h i s k i n d o f sepa ra ­

t i o n w o u l d cause suffering t o t h e p e r s o n . B u t suffer ing 

( c o n s i d e r e d in itself), w h e n i m p o s e d u p o n a p e r s o n , is 

f o r b i d d e n as evil by t h e m o r a l law." A c c o r d i n g to R o s ­

m i n i , t h e " c o n c e p t o f f r e e d o m d o e s n o t exist if c o m ­

p le te ly d e p r i v e d o f p rope r ty . " 

T h i s a r g u m e n t was n o t t e m p e r e d b y t h e ex i s t ence o f 

social i nequa l i t i e s . P r o p e r t y is a p r o j e c t i o n o f t h e p r o ­

f o u n d ind iv idua l i t y o f t h e i nd iv idua l , a "socia l r e p r e s e n ­

t a t i o n " o f h i m . " C o n c e i v i n g equa l i t y in p r o p e r t i e s is 

l ike c o n c e i v i n g t h e i n c o n c e i v a b l e ex i s t ence o f i den t i ca l 

i nd iv idua l s , t h a t is, o f n o n - i n d i v i d u a l ind iv idua l s , " R o s ­

m i n i w r o t e . R e s p e c t i n g p r o p e r t y is t h u s r e s p e c t i n g t h e 
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o t h e r as a h u m a n p e r s o n : " p r o p e r t i e s h a v e t o b e r e c i p r o ­

cally r e s p e c t e d b e c a u s e the thing o f t h e o t h e r is the other 

[h imself ] ." 

A Constitution Under Social Justice 

In his exerc i se i n a p p l i e d c o n s t i t u t i o n a l i s m , t h e 1 8 4 8 

Constitution Under Social Justice, R o s m i n i h e l d d e a r all 

t h e s e p r i n c i p l e s . As a c r i t i c o f t h e F r e n c h R e v o l u t i o n , 

h o w e v e r , h e c o u l d n o t c o n c u r w i t h t h o s e w h o w a n t e d 

t o establ ish a l ibera l soc i e ty in I ta ly b y f o l l o w i n g t h e w a y 

o p e n e d b y t h e F r e n c h in 1 7 8 9 . 

In pa r t i cu la r , h e i den t i f i ed a m a j o r p r o b l e m : t h e b a l ­

a n c e b e t w e e n d e m o c r a c y a n d f r e e d o m . T h e c o n s t i t u ­

t i ons w r i t t e n u n d e r F r e n c h i n f l u e n c e all t e n d e d t o 

" p r o m o t e in all c i t i zens a n i n o r d i n a t e a m b i t i o n t o c o n ­

q u e r a n always h i g h e r g r a d e in p u b l i c society," " o p e n t h e 

d o o r t o c o r r u p t i o n , " a n d " n o t g u a r a n t e e e n o u g h a n d in 

t h e fullest e x t e n t t h e f r e e d o m o f c i t i zens . " To c o r r e c t 

t h e s e i n n e r defects , R o s m i n i p r o p o s e d t w o dev ices : " t h e 

i n s t i t u t i o n o f t h e t r i b u n a l o f po l i t i ca l j u s t i c e " a n d " t h e 

f ranchise p r o p o r t i o n e d t o t h e d i r ec t t ax a c i t i zen pays t o 

t h e s tate ." 

T h e t r i b u n a l o f po l i t i ca l j u s t i c e w a s , i n R o s m i n i ' s 

v iew, a d e v i c e b y w h i c h a j u r y ( e l ec t ed b y e v e r y c i t izen) 

w o u l d have t h e o p p o r t u n i t y t o set t le i n f r i n g e m e n t s o f 

i n d i v i d u a l r i gh t s . T h i s i n s t i t u t i o n o r i g i n a t e d f r o m R o s ­

min i ' s p r o f o u n d c o n v i c t i o n t h a t "al l r i gh t s c a n n o t b e 

r e p r e s e n t e d t h r o u g h a m a j o r i t y v o t e . A major i ty , b y its 

n a t u r e , r ep re sen t s o n l y t h e g r e a t e r p a r t o f t h e vo t e r s , n o t 

all. T h e n a t u r e o f law, h o w e v e r , is s u c h t h a t it m u s t b e 

fully r e s p e c t e d in all m e m b e r s ind iv idua l ly , n o t s i m p l y in 

t h e m a j o r i t y : N i n e t y - n i n e agains t o n e w o u l d b e n o 

m o r e j u s t t h a n o n e agains t n i n e t y - n i n e . R e s p e c t for a 

r i g h t d o e s n o t d e p e n d o n t h e n u m b e r o f p e r s o n s w h o 

possess it o r d e f e n d it, b u t r a the r , r equ i r e s e q u a l r e spec t 

i n a n y sub jec t w h o m s o e v e r . " 

T h e po l i t i ca l t r i b u n a l was t o b e a n i n s t i t u t i o n r e g a r d ­

e d as t h e g u a r d i a n o f e v e r y o n e ' s r i gh t s , i n spi te o f t h e fact 

t h a t m a j o r i t i e s c o m e a n d g o . It was c o n c e i v e d as a n 

i n s t r u m e n t t o s c r u t i n i z e pos i t ive l a w s — a custos o f p e o ­

ple 's r i gh t s v i s -a -v i s t h e g o v e r n m e n t . 

T h e idea o f f ranchise p r o p o r t i o n e d t o t h e a m o u n t o f 

taxes pa id , a n d t h u s t o t h e p r o p e r t y o w n e d b y e a c h 

A n t o n i o R o s m i n i : P h i l o s o p h e r o f P r o p e r t y 

m e m b e r o f a society, was p r o m p t e d b y s imi lar c o n s i d e r ­

a t i ons . H a v i n g carefully o b s e r v e d t h e m a r c h t o w a r d d e s ­

p o t i s m o f t h o s e states c o n c e i v e d in a w a y c o n s i s t e n t w i t h 

t h e ideals o f t h e F r e n c h R e v o l u t i o n , R o s m i n i a r g u e d 

t h a t a n u n q u a l i f i e d f ranchise "v io l a t e s t h e r i g h t o f p r o p ­

erty," " r a p e s t h e p r o p e r t y itself," a n d " o p e n s t h e d o o r t o 

c o r n laws a n d c o m m u n i s m . " H e n c e , R o s m i n i d e s i g n e d 

a s y s t e m in w h i c h o w n e r s o f l a rge estates w o u l d e lec t 

t h e first c h a m b e r , o w n e r s o f smal l estates w o u l d e lec t t h e 

s e c o n d , t h e f ranchise w o u l d b e p r o p o r t i o n e d t o t h e 

i n c o m e tax pa id , a n d n o n p r o p e r t y h o l d e r s w o u l d n o t 

h a v e a n y r i g h t t o v o t e . A c o n s t i t u t i o n , a c c o r d i n g t o R o s ­

m i n i , has t o state t h e j u r i d i c a l e q u a l i t y b e t w e e n c i t izens , 

b u t n e v e r a subs tan t ia l equa l i t y t o b e a c h i e v e d via r e d i s ­

t r i b u t i o n , w h i c h " w o u l d des t roy a n y j u s t i c e . " 

R o s m i n i ' s p o i n t h e r e is t h a t a n u n q u a l i f i e d f ranchise 

o p e n s t h e d o o r t o r e d i s t r i b u t i o n , p u t t i n g p r o p e r t y at t h e 

m e r c y o f a n e l e c t e d major i ty . " S o c i a l i s m a n d c o m m u ­

n i s m are b u t t h e log ica l c o n s e q u e n c e o f un ive r sa l f ran­

ch ise in t h e e l e c t i o n o f t h e d e p u t i e s . I f this e l ec to ra l 

un ive r sa l r i g h t t o v o t e is j u s t , t h e n w e m u s t say t h a t it is 

j u s t t h a t h e w h o d o e s n o t have a n y t h i n g p u t s his h a n d in 

t h e p o c k e t o f o n e w h o possesses s o m e t h i n g a n d steals 

w h a t h e w a n t s . " 

It s h o u l d b e o b s e r v e d tha t R o s m i n i ' s f o u n d a t i o n o f 

f ranchise o n p r o p e r t y s e rved also t h e p u r p o s e o f l e g i t ­

i m i z i n g t a x a t i o n itself. " T a x a t i o n " a n d " r e p r e s e n t a t i o n " 

s h o u l d b e m a r r i e d , b e c a u s e t h o s e w h o are h a r m e d b y 

t a x a t i o n h a v e t o b e at t h e s a m e t i m e t h o s e w h o can 

d e c i d e t h e size a n d t h e s c o p e o f t a x a t i o n — t h a t is, t o 

w h a t e x t e n t t h e y are t o b e h a r m e d . I f t h o s e w h o pay 

taxes d o n o t d i r ec t ly c o n s e n t t o t h a t p a y m e n t , " h o w can 

w e say t h a t a g i v e n n a t i o n is f r e e ? " T h i s is t h e r ea son h e 

m a i n t a i n e d t h a t t h e progress iveness o f t a x a t i o n was 

n o t h i n g b u t a f o r m o f " m a s k e d thef t ." 

A t h i n k e r o f g rea t clarity, t h o u g h n o t e n d o w e d w i t h 

a c lear w r i t i n g style, R o s m i n i b e l o n g s t o t h e p a n t h e o n 

o f t h e g rea t classical l iberals o f t h e n i n e t e e n t h c e n t u r y . 

A n a d m i r e r o f Alex i s d e T o c q u e v i l l e , A d a m S m i t h , a n d 

J e a n Bap t i s t e Say, this C a t h o l i c p r i e s t u n d e r s t o o d b e t t e r 

t h a n m a n y l iberals t h e m o s t i m p o r t a n t p r o b l e m t h a t 

e n d a n g e r s t h e surv iva l o f l i b e r t y i n m o d e r n socie t ies : t h e 

u n e a s y m a r r i a g e b e t w e e n p r o p e r t y a n d d e m o c r a c y . (f?j) 
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T h e Government Licensing Scam 

B Y P. G A R D N E R G O L D S M I T H 

L 
law. 

ast M a y a m a n n a m e d M i k e Fisher , f r o m t h e t o w n 

o f N e w m a r k e t , N e w H a m p s h i r e , p e r f o r m e d a n 

ac t for w h i c h h e wi l l pay dea r ly u n d e r p e n a l t y o f 

H e e n g a g e d in a c o n s e n s u a l c o m m e r c i a l t r a n s a c t i o n 

w i t h a n o t h e r w i l l i n g i n d i v i d u a l . 

H e p e r f o r m e d a m a n i c u r e . 

M i k e Fisher , ou t l aw, e n e m y o f t h e 

r e a l m , p l a n t e d h i m s e l f o u t s i d e t h e state 

B o a r d o f C o s m e t o l o g y , i n v i t e d his c u s ­

t o m e r t o j o i n h i m , a n d c o m m i t t e d t h e 

u n p a r d o n a b l e s in o f p e r f o r m i n g a 

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

t h e v e r y agen t s w h o w o r k ins ide . 

T h e agen t s d i d n ' t r e m a i n ins ide for 

l o n g . 

As M i k e l if ted his s ter i le too l s t o 

w o r k o n his c l i en t ( ce r t a in n a m e s have 

b e e n w i t h h e l d t o p r o t e c t t h e i n n o ­

c e n t ) , a b u r e a u c r a t f r o m t h e a l l - p o w e r ­

ful B o a r d o f C o s m e t o l o g y e m e r g e d t o 

h a n d h i m a s h e e t o f pape r . O n t h e 

shee t was i n f o r m a t i o n e x p l a i n i n g w h y 

h e w a s in v i o l a t i o n o f s tate law, a fact 

o f w h i c h M i k e was a l r eady aware , 

s ince h e i n t e n d e d t o b r e a k t h e law. H e 

h a d a l r eady b e e n " s p o k e n t o " b y s tate 

A t t o r n e y G e n e r a l Ke l l ey A y o t t e t h e 

w e e k be fo re . 

W h e n M s . A y o t t e asked h i m n o t t o p e r f o r m his 

" s t u n t , " M i k e n i c e l y said h e fully i n t e n d e d t o p r o v i d e 

t h e s e rv i ce t o a n y o n e w h o was i n t e r e s t e d in h i r i n g h i m . 

W h e n h e k e p t his w o r d , h e was p r o m p t l y a r r e s t ed b y t h e 

C o n c o r d , N e w H a m p s h i r e , p o l i c e . 

The absurdity of 
arresting a man for 
fixing a client s 
fingernails is obvious. 
But there are less 
obvious, though just 
as important, lessons 
to be learned about 
licensing, lessons that 
can be applied to 
many other fields of 
human endeavor. 

M i k e s p e n t t h e n i g h t i n ja i l , b e c a u s e h e was u n w i l l ­

i n g t o pay for e i t h e r t h e l icense o r t h e m a n d a t o r y " t r a i n ­

i n g " r e q u i r e d t o ge t it. Ins tead , h e s t u d i e d a n d t r a i n e d 

himself , adve r t i s ed t o o t h e r s t h a t h e was g o i n g to offer 

his services at a l o w p r i c e , a n d wi l l i ng ly a c c e p t e d a c u s ­

t o m e r , u n d e r t h e wa tch fu l eyes o f agen ts o f t h e G r a n i t e 

Sta te . 

Ca l l this crazy, b u t w h e n was a g o v ­

e r n m e n t es tab l i shed to s top us f rom 

e n t e r i n g i n t o a peacefu l , n o n c o e r c i v e 

a r r a n g e m e n t w i t h s o m e o n e else? 

C e r t a i n p e o p l e w a t c h i n g w h a t 

h a p p e n e d t o M i k e F i sher recal led tha t 

w e s u p p o s e d l y f o r m e d g o v e r n m e n t s 

t o s top aggressive b e h a v i o r d i r e c t e d at 

o t h e r s . Was M i k e F i sher o n t h e at tack? 

" L o o k ou t ! Ser ia l m a n i c u r i s t o n t h e 

l o o s e ! " W e r e t h o s e t h e cr ies o f t h e 

p e o p l e a r o u n d h i m ? 

N o t at all. T h e y s u p p o r t e d his 

effort t o w o r k free o f state i n t e r f e r e n c e 

a n d t o inv i te o t h e r s t o a c c e p t his s e r v ­

ices for a fee if t ha t was t h e i r w i s h . 

M i k e F i s h e r was e n g a g e d in free 

e n t e r p r i s e ; b u t e v i d e n t l y tha t t y p e o f 

ac t iv i ty is u n a c c e p t a b l e n o w a d a y s . 

T h e absurd i ty o f a r r e s t ing a m a n 

for f ix ing a cl ient 's f ingernai ls is o b v i ­

o u s . B u t t h e r e are less o b v i o u s , t h o u g h j u s t as i m p o r t a n t , 

lessons t o b e l e a r n e d a b o u t l i cens ing , lessons tha t c an b e 

a p p l i e d t o m a n y o t h e r fields o f h u m a n endeavo r . 

Gardner Goldsmith (elggrandc@yahoo.com) is a writer and radio talk-show 
host in New Hampshire. 
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T h e G o v e r n m e n t L i c e n s i n g S c a m 

L i c e n s i n g is a n ac t o f aggressive e x c l u s i o n . S u c h p o l i ­

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

p o p u l a c e . B y c r e a t i n g a g o v e r n m e n t - e n f o r c e d " p e r m i s ­

s ion agency ," t h e state p r o t e c t s us , t h e i n n o c e n t a n d 

u n i n f o r m e d c u s t o m e r s , f r o m reckless , m o n e y - h u n g r y , 

f l y - b y - n i g h t char la tans w h o w o u l d b i lk us o f o u r h a r d -

e a r n e d d o u g h w h i l e poss ib ly p u t t i n g o u r h e a l t h o r p r o p ­

e r t y at r isk. 

T h e t r o u b l e , o r o n e o f t h e m a n y t r oub l e s , w i t h this 

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

ally d o w h a t it is os t ens ib ly s u p p o s e d t o d o . G o v e r n m e n t 

agen t s c a n n o t b e e v e r y w h e r e t o w a t c h e v e r y o n e all t h e 

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

m e a n i n g l e s s w h e n a l i c e n s e - h o l d e r 

rare ly sees a s tate f u n c t i o n a r y a p p e a r t o 

c h e c k o n his s t andards a n d c reden t i a l s . 

In s t ead , it is t h e c o m b i n a t i o n o f 

m a r k e t i n c e n t i v e s a n d p u n i s h m e n t s 

t h a t dr ives e n t r e p r e n e u r s t o p e r f o r m 

t o t h e bes t o f t h e i r abi l i t ies . It is t h e 

e n t i c e m e n t o f m o r e prof i t w h e n o n e 

d o e s a g o o d j o b a n d t h e t h r e a t o f loss ­

es w h e n o n e d o e s n o t t h a t k e e p b u s i ­

nesses p e r f o r m i n g at t h e i r h i g h e s t 

level . C u s t o m e r s e n t e r s h o p s e v e r y day 

a n d r e w a r d b u s i n e s s m e n for e x e m p l a r y 

p e r f o r m a n c e . A g e n t s o f t h e g o v e r n ­

m e n t d o n o t , a n d c a n n o t . T h u s w h e n it 

c o m e s t o n o t o n l y k e e p i n g a b u s i n e s s ­

m a n o n his bes t b e h a v i o r , b u t also 

o f fe r ing h i m incen t i ve s t o exce l , g o v ­

e r n m e n t c o e r c i o n is n o m a t c h for 

m a r k e t c o m p e t i t i o n . 

T h e s e c o n d r e a s o n g o v e r n m e n t l i c e n s i n g d o e s n o t 

ac tua l ly d o w h a t w e are t o l d it is d e s i g n e d t o d o is t h a t 

w e are n o t t o l d t h e t r u t h . 

W h a t l i c e n s i n g is ac tua l ly d e s i g n e d t o d o is t o 

e x c l u d e l o w e r - p r i c e d c o m p e t i t i o n , p u m p i n g u p t h e 

i n c o m e s o f t h e specia l ly p r i v i l e g e d , w h i l e p r o v i d i n g 

m o r e m o n e y t o t h e s tate i n l i c e n s i n g fees. T h e e x c l u s i o n 

o f l o w e r - p r i c e d c o m p e t i t i o n is a d e s t r u c t i v e force all its 

o w n . It n o t o n l y r ep re sen t s t h e s u p p r e s s i o n o f i n d i v i d u a l 

c h o i c e b y t h e g o v e r n m e n t , a n d t h o s e u s i n g it t o ga in a 

c o m p e t i t i v e a d v a n t a g e ; b u t it also d iver ts capi ta l f r o m 

w h e r e c o n s u m e r s w o u l d have d i r e c t e d it. T h u s e v e n if a 

h a n d f u l o f i n c o m p e t e n t s are s t o p p e d b y l i c e n s i n g laws 

e a c h year , t h e vast m a j o r i t y o f c o n s u m e r s , i n b e i n g p r e ­

v e n t e d f r o m s h o p p i n g a m o n g all p o t e n t i a l m a r k e t p a r ­

t i c ipan t s , lose far m o r e i n o p p o r t u n i t y costs t h a n t h e y 

ga in i n s u p p o s e d secur i ty . 

As M e l v i n D . B a r g e r n o t e d in The Freeman o f A p r i l 

1 9 7 5 : " U n d e r today ' s l i c e n s i n g r e q u i r e m e n t s , T h o m a s 

E d i s o n w o u l d n o t have b e e n cer t i f i ed as a n e n g i n e e r , 

A b r a h a m L i n c o l n w o u l d h a v e b e e n b a r r e d f r o m t h e 

p r a c t i c e o f law, a n d A l b e r t E i n s t e i n c o u l d n o t have b e e n 

e v e n a h i g h s c h o o l s c i e n c e t e ache r . " 

What licensing is 
actually designed to 
do is to exclude 
lower-priced 
competition, 
pumping up the 
incomes of the 
specially privileged, 
while providing more 
money to the state in 
licensing fees. 

T! 
Products and Services 
Never Appear 

h r o u g h l i cens ing , c u s t o m e r s lose 

m o r e t h a n t h e o p p o r t u n i t y t o 

b u y serv ices at l o w e r p r i c e s , a l l o w i n g 

t h e m t o have m o n e y for o t h e r k n o w n 

p r o d u c t s a n d se rv ices , a n d e x p a n d i n g 

a n a l r eady v i b r a n t e c o n o m y . T h e y 

also lose t h e o p p o r t u n i t y t o d i scover 

t h e m y r i a d p r o d u c t s a n d serv ices t h a t 

w o u l d a p p e a r if u n l i c e n s e d b u s i n e s s ­

m e n w e r e a l l o w e d t o e n t e r t h e m a r ­

ke t . 

W h e n M i k e F i she r c o m m i t t e d his 

t e r r i b l e c r i m e in f ront o f t h e N e w 

H a m p s h i r e B o a r d o f C o s m e t o l o g y , h e 

n o t o n l y r e p r e s e n t e d h i m s e l f a n d his 

o w n in te res t s ; h e also r e p r e s e n t e d all 

t h e abs t rac t benef i t s c o n s u m e r s have 

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

t h e a b s u r d n o t i o n t h a t t h e s tate m u s t g ive p e r m i s s i o n for 

i nd iv idua l s t o e n g a g e in peace fu l c o m m e r c e . S i n c e t h e r e 

has n e v e r b e e n a g o v e r n m e n t a n y w h e r e t h a t p r o d u c e d a 

p r o d u c t o r p r o v i d e d a s e rv i ce w i t h o u t first t a k i n g f r o m 

s o m e o n e agains t his wi l l , t h e n o t i o n o f b u r e a u c r a t s 

i n c r e a s i n g o u r capac i ty t o o p e r a t e a n e c o n o m y is t r u l y 

l a u g h a b l e . 

It was n o t r e p o r t e d if M i k e F i she r l a u g h e d as t h e y 

t o o k h i m away i n handcuf f s . @ 
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Arthur Seldon's Contribution to Freedom 

B Y N O R M A N B A R R Y 

So m e po l i t i c i ans , so i m p o r t a n t today, are f o r g o t t e n 

b y n e x t year . E v e n t s t h a t s e e m so ca tac lysmic in 

o u r o w n t i m e s are s o o n b u t d i s tan t m e m o r i e s . B u t 

t h e g r e a t ideas live o n l o n g after t h e i r a u t h o r s ' d e a t h . W e 

m u s t p u t i n t o t h a t c a t e g o r y t h e w o r k o f A r t h u r S e l -

d o n — c o f o u n d e r , w i t h L o r d H a r r i s o f H i g h Cros s , o f t h e 

I n s t i t u t e o f E c o n o m i c Affairs ( IEA) , L o n ­

d o n — w h o s e d e a t h last O c t o b e r 1 1 , at age 

8 9 , w e m o u r n . 

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

t u a l u n f a s h i o n a b i l i t y t h r o u g h o u t t h e 

1950s a n d 1960s , S e l d o n a n d a d i s t i n ­

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

i n f l u e n c e a w h o l e g e n e r a t i o n o f e c o n o ­

mis ts a n d w r i t e r s o n t h e m a r k e t a n d l i m ­

i t ed g o v e r n m e n t . A t a t i m e w h e n t h e 

i n t e l l ec tua l w o r l d was d o m i n a t e d b y t h e 

K e y n e s i a n - c o l l e c t i v i s t c o n s e n s u s , S e l d o n 

successfully e d u c a t e d a n e w g e n e r a t i o n 

i n t o a fresh w a y o f t h i n k i n g a n d i n t r o ­

d u c e d t o a B r i t i s h a u d i e n c e s u c h " f o r ­

e i g n " e c o n o m i s t s as M i l t o n F r i e d m a n a n d 

F. A . H a y e k . A n d t h o u g h n o t na tu ra l l y a c o n s e r v a t i v e — 

h e always ca l led h i m s e l f a n O l d L i b e r a l — h e was a g rea t 

i n f l u e n c e o n M a r g a r e t T h a t c h e r , a n d i n d e e d m a n y o f h e r 

po l i c ies o r i g i n a t e d i n L o r d N o r t h S t ree t , W e s t m i n s t e r , 

L o n d o n , h o m e o f t h e I E A . 

B o r n i n 1 9 1 6 i n t o relat ive p o v e r t y t o J e w i s h i m m i ­

g r a n t p a r e n t s i n t h e Eas t E n d o f L o n d o n , S e l d o n w o r k e d 

his w a y i n t o 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 (LSE) , 

w h e r e h e c a m e u n d e r t h e i n f l u e n c e o f H a y e k , a r e c e n t ­

ly a p p o i n t e d professor . It was a n i n f l u e n c e t h a t was n e v e r 

t o d e s e r t h i m . H e q u i c k l y l e a r n e d t h a t a l m o s t e v e r y t h i n g 

t h e g o v e r n m e n t d o e s t h e m a r k e t a n d t h e p r i va t e s e c t o r 

Arthur Seldon (1916-

c o u l d d o be t t e r . M o s t i m p o r t a n t , h e rea l ized tha t if y o u 

w a n t t o a d v a n c e t h e in teres ts o f t h e w o r k i n g class, f ree-

m a r k e t cap i ta l i sm always bea t s t h e g o v e r n m e n t . T h i s was 

t h e b e g i n n i n g o f a l i fe long c a m p a i g n against state w e l ­

fare. F r o m his earl iest days h e u n d e r s t o o d tha t s p o n t a ­

n e o u s w o r k i n g - c l a s s o r g a n i z a t i o n s l ike t h e f r i end ly 

socie t ies p r o v i d e d b e t t e r h e a l t h care, o l d -

age p e n s i o n s , a n d u n e m p l o y m e n t benef i t s 

t h a n t h e vast s tate b u r e a u c r a c i e s t h a t 

r ep l aced t h e m . 

T h e I E A was set u p in 1 9 5 7 , w i t h t h e 

b a c k i n g o f a p r o s p e r o u s c h i c k e n f a rmer , 

A n t o n y Fisher . Fisher , a c o n v i n c e d f ree-

m a r k e t e r , h a d l e a r n e d f r o m H a y e k tha t t o 

i n f l u e n c e events , it is b e t t e r n o t t o g o i n t o 

pol i t ics , b u t r a t h e r t o p r o d u c e ideas . T h a t 

is w h y h e f i n a n c e d t h e I E A a n d m a n y 

o t h e r f r e e - m a r k e t t h i n k t anks t h r o u g h o u t 

t h e w o r l d . 

As ed i to r i a l d i rec to r , S e l d o n q u i c k l y set 

a b o u t r e c r u i t i n g s o m e o f t h e bes t n a m e s 

in f r e e - m a r k e t ideas . H e c r ea t ed a " h o u s e 

s ty l e " t h a t was r e m a r k a b l e : h e m a n a g e d to p e r s u a d e 

w r i t e r s t o c o m m u n i c a t e in s i m p l e , c o n c i s e p r o s e 

w i t h o u t i n any w a y sacr i f ic ing t h e r i g o r o f t h e i r a r g u ­

m e n t s . As o n e w h o was a l i t t le f rus t ra ted at s ee ing his 

v i rg ina l t e x t a l m o s t v i o l a t e d by t h e r e d p e n o f A r t h u r 

S e l d o n , I q u i c k l y c a m e t o real ize tha t h e was r i g h t all 

a l o n g a n d t h a t h e h a d t r a n s f o r m e d ye t a n o t h e r d r e a r y 

a c a d e m i c p a p e r i n t o s o m e t h i n g tha t m i g h t e v e n a t t rac t 
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A r t h u r S e l d o n ' s C o n t r i b u t i o n t o F r e e d o m 

t h e a t t e n t i o n o f t h e c o n v e n t i o n a l l e f t w i n g press . 

S o m e o n e v e r y r e c e p t i v e t o Se ldon ' s a p p r o a c h was 

M i l t o n F r i e d m a n , w h o always h a d a g e n i u s for c o n v e y ­

i n g c o m p l e x ideas i n l u c i d p rose . F r i e d m a n l ed t h e IEA's 

o n s l a u g h t o n K e y n e s i a n i s m f r o m t h e ear ly 1960s . O n e o f 

t h e m a n y reasons for t h e " N e w R i g h t ' s " e v e n t u a l t r i ­

u m p h ove r t h e O l d Left was t h e clarity, as w e l l as t h e 

persp icac i ty , o f its a r g u m e n t s . C o m p a r e d t o t h e t u r g i d 

a n d i n c o m p r e h e n s i b l e style o f t h e typ ica l u n r e a d a b l e 

O x b r i d g e a c a d e m i c p u b l i c a t i o n , a p i e c e f r o m t h e I E A 

was always in t e l l ec tua l ly e x c i t i n g a n d e x t r a o r d i n a r i l y 

w e l l - w r i t t e n . 

E v e r a n x i o u s t o k e e p his r eade r s u p 

t o d a t e w i t h n e w t h i n k i n g , S e l d o n 

q u i c k l y s aw t h e s ign i f icance o f P u b l i c 

C h o i c e t h e o r y , w h i c h was e m e r g i n g in 

t h e 1960s . Dis t rus t fu l o f po l i t i c i ans , h e 

n e v e r b e l i e v e d t h a t t h e y w e r e d i s i n t e r ­

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

r a t h e r w e r e se l f - in te res t ed u t i l i ty m a x i -

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

m a d e t h e i r ca reers poss ib le . So na tu ra l l y 

h e was a t t r a c t e d t o A m e r i c a n t h e o r i s t s 

l ike J a m e s B u c h a n a n (a N o b e l P r i z e 

w i n n e r in 1986) a n d G o r d o n T u l l o c k . 

I n fact, s o m e o f t h e i r b o o k - l e n g t h 

w o r k s w e r e p u b l i s h e d i n easily access i ­

b l e f o r m b y t h e I E A . 

S e l d o n was a n a t u r a l ana rch i s t w h o 

d e l i g h t e d in o f f e n d i n g t h e statist e s t a b ­

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

1 9 6 8 w i t h t h e p u b l i c a t i o n o f M i k e 

C o o p e r a n d T o n y C u l y e r s The Price of ~ ~ 

Blood. T h i s p r e s e n t e d t h e q u i t e s h o c k i n g idea t h a t s h o r t ­

ages in hosp i ta l s w o u l d b e so lved if t h a t p r e c i o u s h u m a n 

c o m m o d i t y w e r e b o u g h t a n d so ld l ike any o t h e r g o o d . 

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

From obscurity and 
complete intellectual 
unfashionability 
throughout the 1950s 
and 1960s, Seldon 
and a distinguished 
cadre of writers 
managed to influence 
a whole generation 
of economists and 
writers on the mar­
ket and limited 
government. 

w a i t i n g t o b e t a p p e d , a n d t h e wel fa re e s t a b l i s h m e n t , 

w h i c h d i d n o t w a n t t h e i n t e r v e n t i o n o f t h e tasteless a n d 

u n r u l y m a r k e t i n t o a n area t h a t was t h e exc lus ive p r e ­

serve o f t h e w e l l - m e a n i n g state. 

S e l d o n h i m s e l f was a prol if ic w r i t e r . H i s bes t w o r k 

was p r o b a b l y o n wel fa re pol icy , i n w h i c h h e re lent less ly 

e x p o s e d t h e den i a l o f c h o i c e a n d t h e du l l inef f ic iency 

t h a t t h e s tate p r o d u c e d i n h e a l t h a n d p e n s i o n s . H i s first 

p a p e r for t h e I E A was a s t u n n i n g p i e c e o n t h e i n e q u i t i e s 

a n d ineff ic iencies o f t h e s tate p e n s i o n sys t em, a sub jec t 

t h a t was t o b o t h e r h i m all his life. I n t h e 1980s h e p u b ­

l i s h e d s o m e r e m a r k a b l e r e s e a r c h 

w h i c h i n d i c a t e d t h a t t h e B r i t i s h p u b ­

lic p r e f e r r e d m o r e c h o i c e a n d p r i v a t e 

p r o v i s i o n i n we l fa re a n d was p r e p a r e d 

t o p a y for it. Al l th is is c o n c e a l e d in 

t h e v o t e - m a x i m i z i n g p rac t i ce s t h a t 

g o o n in r egu la r e l e c t i o n s . H e was an 

i n d e f a t i g a b l e p r o p o n e n t , w i t h h is 

wi fe , M a r j o r i e , o f F r i e d m a n ' s idea o f 

v o u c h e r s in e d u c a t i o n . A g a i n , this 

i l lus t ra ted his des i re t h a t s tate b u r e a u ­

cracies a n d t r a d e u n i o n s s h o u l d b e 

r e m o v e d f r o m dec i s ions t h a t affect 

o r d i n a r y p e o p l e a n d t h e i r famil ies . 

B u t p e r h a p s his finest w o r k was t h e 

sad ly n e g l e c t e d b o o k Capitalism 

( 1 9 9 0 ) . H e r e h e c e l e b r a t e d n o t o n l y 

t h e m a r k e t system's efficiency, b u t 

also its c o n t r i b u t i o n t o h u m a n f ree ­

d o m . H e was w o r k i n g t o t h e e n d 

agains t t h e state. H i s s e v e n - v o l u m e 

w o r k s are b e i n g c o m p l e t e d by t h e 

I E A , a n d o n l y t h e n wi l l a full e v a l u a t i o n b e poss ib le . 

S e l d o n was a p r o m i n e n t m e m b e r o f t h e M o n t 

P e l e r i n S o c i e t y a n d a n h o n o r a r y fe l low o f t h e L S E a n d 

t h e p r i v a t e U n i v e r s i t y o f B u c k i n g h a m , w h i c h was 

b e l i e v e d t h a t a n i n e x h a u s t i b l e s u p p l y o f a l t r u i s m was j u s t f a t h e r e d b y t h e I E A . H e wi l l b e sadly mis sed . 
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Our Economic Past 

The Origin of American Farm Subsidies 
B Y B U R T O N F O L S O M , J R 

I n t h e U n i t e d States h o w d i d w e g o f r o m h a v i n g n o 

ro le for t h e federal g o v e r n m e n t in f a r m i n g t o h a v ­

i n g g o v e r n m e n t i n t e r t w i n e d in all aspects o f f a r m ­

i n g f r o m p l a n t i n g t o h a r v e s t i n g t o se l l ing crops? 

T h e C o n s t i t u t i o n is c lear o n t h e sub jec t . A r t i c l e 1, 

S e c t i o n 8, p r o v i d e s n o ro le for t h e federa l g o v e r n m e n t 

in r e g u l a t i n g A m e r i c a n f a r m e r s . A n d t h a t is t h e w a y it 

was ( w i t h rare e x c e p t i o n s ) u n t i l a b o u t 1 9 3 0 . 

A m e r i c a n f a r m e r s d o m i n a t e d w o r l d m a r k e t s u n d e r 

t h e f r e e - e n t e r p r i s e sys t em. T h e y w e r e ever c rea t ive in 

f i g u r i n g o u t h o w t o ga in l a rge r y ie lds o f c rops t h r o u g h 

m e c h a n i z a t i o n o r t h r o u g h i m p r o v i n g c r o p strains, such 

as h y b r i d c o r n . A m e r i c a n s have b e e n 

t h e b e s t - f e d p e o p l e in t h e w o r l d . 

E v e n d u r i n g t i m e s o f e c o n o m i c 

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

la rge ly s tayed o u t o f t h e f a r m bus iness . 

F o r e x a m p l e , d u r i n g t h e m i d - 1 8 9 0 s , 

w h e n w e h a d a r eces s ion a n d 18 p e r ­

c e n t u n e m p l o y m e n t , t h e s e c r e t a r y 

o f a g r i c u l t u r e , J. S t e r l i n g M o r t o n , 

f o c u s e d o n c u t t i n g b u d g e t s , n o t p u s h ­

i n g subs id ies . H e c h o p p e d a l m o s t 2 0 

p e r c e n t off his d e p a r t m e n t ' s b u d g e t , 

w h i c h a l l o w e d t axpayer s t o k e e p a n d s p e n d m o r e o f 

t h e i r cash , r a t h e r t h a n s e n d i n g it t o W a s h i n g t o n . M o r t o n 

fired u n p r o d u c t i v e b u r e a u c r a t s , s t a r t i ng w i t h a m a n w h o 

h e l d t h e j o b o f federa l r a i n m a k e r . H e also s lashed t h e 

travel b u d g e t s as we l l . 

F u r t h e r m o r e , w h e n b e e t - s u g a r p r o d u c e r s c a m e t o 

W a s h i n g t o n e a g e r for s o m e k i n d o f special he lp , M o r t o n 

said, " T h o s e w h o raise c o r n s h o u l d n o t b e t a x e d t o 

e n c o u r a g e t h o s e w h o des i re t o raise bee t s . T h e p o w e r t o 

t ax was n e v e r ve s t ed in a G o v e r n m e n t for t h e p u r p o s e 

o f b u i l d i n g u p o n e class at t h e e x p e n s e o f o t h e r classes." 

T h a t p h i l o s o p h y , w r i t t e n i n t h e C o n s t i t u t i o n b y m e n 

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

e r n e d A m e r i c a n f a r m i n g for a b o u t 1 4 0 years . E v e n after 

Even during times 
of economic hardship, 
the federal 
government largely 
stayed out of the 
farm business. 

W o r l d W a r I, w h e n m a n y f a rmer s h a d t o readjust f rom 

t h e h i g h p r i ce s c o m m a n d e d d u r i n g t h e war , A m e r i c a n s 

w e r e still d e t e r m i n e d n o t t o t ax o n e e c o n o m i c g r o u p to 

s u p p o r t a n o t h e r . 

O n e p r o p o s a l d u r i n g t h e 1920s , t h e M c N a r y - H a u -

g e n bill , w o u l d have fixed p r i ce s o f s o m e c rops by a 

c o m p l i c a t e d b u r e a u c r a t i c sys t em a n d passed t h e costs o n 

t o A m e r i c a n c o n s u m e r s . W h e n C o n g r e s s , u n d e r p ressure 

f rom s o m e f a r m e r s , passed t h e bill , C o o l i d g e v e t o e d it. 

In his v e t o message , C o o l i d g e e c h o e d m a j o r t h e m e s 

o f l i m i t e d g o v e r n m e n t . " I d o n o t be l ieve ," C o o l i d g e said, 

" t h a t u p o n se r ious c o n s i d e r a t i o n t h e f a rmer s o f A m e r i -

ca w o u l d to l e ra t e t h e p r e c e d e n t o f a 

b o d y o f m e n c h o s e n solely by o n e 

i n d u s t r y w h o , a c t i ng in t h e n a m e o f 

t h e G o v e r n m e n t , shall a r r a n g e for 

c o n t r a c t s w h i c h d e t e r m i n e p r i ce s , 

s ecu re t h e b u y i n g a n d sel l ing o f c o m ­

m o d i t i e s , t h e l e v y i n g o f taxes o n tha t 

indus t ry , a n d pay losses o n fo re ign 

d u m p i n g o f any surp lus . " 

C o o l i d g e t h e n a d d e d , " T h e r e is 

n o r eason w h y o t h e r i n d u s t r i e s — 

c o p p e r , coa l , l u m b e r , tex t i les , a n d 

o t h e r s — i n eve ry occas iona l difficulty s h o u l d n o t rece ive 

t h e s a m e t r e a t m e n t by t h e G o v e r n m e n t . " H e c o n c l u d e d , 

" S u c h a c t i o n w o u l d establish b u r e a u c r a c y o n such a 

scale as t o d o m i n a t e n o t o n l y t h e e c o n o m i c life b u t t h e 

m o r a l , social , a n d pol i t ica l fu tu re o f o u r p e o p l e . " 

T h e n e x t t w o p re s iden t s , H o o v e r a n d R o o s e v e l t , 

b r o k e t h e p r e c e d e n t s set by M o r t o n , C o o l i d g e , a n d 140 

years o f A m e r i c a n his tory. T h e G r e a t D e p r e s s i o n h i t 

t h e U n i t e d States , a n d b o t h m e n a r g u e d tha t o t h e r s m u s t 

b e t axed so t h a t s o m e f a rmer s c o u l d b e subs id ized . 
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H o o v e r ' s p r o g r a m was t h e F a r m B o a r d , w h i c h f ixed 

p r i c e f loors for w h e a t a n d c o t t o n only. If m a r k e t p r i c e s 

w e n t b e l o w 8 0 c e n t s a b u s h e l for w h e a t a n d 2 0 cen t s a 

p o u n d for c o t t o n , t h e federa l g o v e r n m e n t w o u l d s tep in 

t o b u y t h e c rop , pay t o s to re it, a n d h o p e t o resell it la ter 

for a d e c e n t p r i c e . 

T h e F a r m B o a r d h a d disas t rous u n i n t e n d e d c o n s e ­

q u e n c e s for a l m o s t e v e r y o n e . F o r e x a m p l e , m a n y f a r m ­

ers w h o typica l ly g r e w o t h e r c rops shif ted t o w h e a t o r 

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

s ecu re i n c o m e . T h e r e s u l t i n g o v e r p r o d u c t i o n f o r c e d 

d o w n t h e p r i c e s o f b o t h c rops b e l o w t h e p r i c e f loors , so 

t h e g o v e r n m e n t h a d t o b u y ove r 2 5 0 m i l l i o n bushe l s o f 

w h e a t a n d 10 m i l l i o n bales o f c o t t o n . T h e costs o f b u y ­

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

g ram ' s a l l o t t ed $ 5 0 0 m i l l i o n . Af te r a b o u t t w o years o f 

b u y i n g su rp luses , t h e g o v e r n m e n t finally j u s t gave t h e m 

away o r so ld t h e m o n t h e w o r l d m a r k e t at h u g e losses. 

W h e n R o o s e v e l t b e c a m e p r e s i d e n t , h e also i n t e r ­

v e n e d in t h e f a r m bus iness , b u t i n a different way. H e 

s u p p o r t e d t h e A g r i c u l t u r a l A d j u s t m e n t A c t ( A A A ) , 

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

f a r m e r s n o t t o p r o d u c e . As for f a r m p r i c e s , t h e y w o u l d 

b e p e g g e d t o t h e p u r c h a s i n g p o w e r o f f a r m p r i c e s in 

1 9 1 0 ; mi l le r s a n d p roces so r s w o u l d pay for m u c h o f t h e 

cos t o f t h e p r o g r a m , w h i c h o f c o u r s e m e a n t a n inc rease 

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

shir ts . 

T w o c o n c e p t s i n t h e A A A are fasc ina t ing . Firs t is 

t h e i dea t h a t b e c a u s e f a r m e r s o v e r p r o d u c e s o m e c r o p s 

t h e g o v e r n m e n t o u g h t t o p a y t h e m n o t t o g r o w o n p a r t 

o f t h e i r l a n d . S e c o n d is t h e i dea o f "pa r i ty , " t h a t f a r m ­

ers o u g h t t o b e p r o t e c t e d f r o m fal l ing p r i c e s b y f ix ing 

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

p o w e r o f t h e i r c r o p i n t h e e x c e l l e n t years 1909—14. 

Let 's t ack le b o t h o f t h e s e c o n c e p t s o n e at a t i m e . 

First , S u p r e m e C o u r t J u s t i c e O w e n R o b e r t s v o t e d w i t h 

m o s t o f t h e rest o f t h e C o u r t t o s t r ike d o w n t h e A A A as 

u n c o n s t i t u t i o n a l . I n d o i n g so, h e p o s e d t h e f o l l o w i n g 

ana logy : 

A s s u m e t h a t t o o m a n y shoes are b e i n g m a n u f a c t u r e d 

t h r o u g h o u t t h e n a t i o n ; t h a t t h e m a r k e t is s a tu ra t ed , 

t h e p r i c e dep re s sed , t h e fac to r ies r u n n i n g h a l f - t i m e , 

T h e O r i g i n o f A m e r i c a n F a r m S u b s i d i e s 

t h e e m p l o y e e s suffer ing. U p o n t h e p r i n c i p l e o f t h e 

s t a tu t e in q u e s t i o n C o n g r e s s m i g h t a u t h o r i z e t h e S e c ­

r e t a r y o f C o m m e r c e t o e n t e r i n t o c o n t r a c t s w i t h s h o e 

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

o u t p u t a n d t h a t t h e U n i t e d States wi l l pay h i m a f ixed 

s u m p r o p o r t i o n e d t o s u c h r e d u c t i o n , t h e m o n e y to 

m a k e t h e p a y m e n t s t o b e ra ised b y a t ax o n all retai l 

s h o e dea le rs o r t h e i r c u s t o m e r s . 

H i s c o n c l u s i o n e c h o e d t h a t o f C o o l i d g e ' s a l m o s t t e n 

years ear l ie r : " A poss ib le resu l t o f s u s t a i n i n g t h e c l a i m e d 

federa l p o w e r w o u l d b e t h a t e v e r y bus iness g r o u p 

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

t h a t a t a x b e la id o n its v e n d o r s o r v e n d e e s , t h e p r o c e e d s 

t o b e a p p r o p r i a t e d t o t h e redress o f its d e f i c i e n c y o f 

i n c o m e . " 

Parity for Everyone? 

In a s imi lar v e i n , e c o n o m i s t H e n r y H a z l i t t c h a l l e n g e d 

t h e c o n c e p t o f p a r i t y b y n o t i n g t h a t if w e gave p a r i t y 

t o f a r m e r s , w h y n o t t o o t h e r g r o u p s ? G e n e r a l M o t o r s , 

for e x a m p l e , was in a d e e p s l u m p d u r i n g t h e G r e a t 

D e p r e s s i o n . W h y n o t a p a r i t y p r i c e for cars? " A C h e v r o ­

let s i x - c y l i n d e r t o u r i n g car cos t $ 2 , 1 5 0 in 1 9 1 2 , " H a z l i t t 

o b s e r v e d , " a n i n c o m p a r a b l y i m p r o v e d s i x - c y l i n d e r 

C h e v r o l e t s e d a n cos t $ 9 0 7 in 1 9 4 2 ; ad jus t ed for ' p a r i t y ' 

o n t h e s a m e basis as f a r m p r o d u c t s , h o w e v e r , it w o u l d 

h a v e cos t $ 3 , 2 7 0 in 1 9 4 2 . " 

D e s p i t e t e m p o r a r y res is tance f r o m t h e S u p r e m e 

C o u r t a n d A m e r i c a n c o n s u m e r s , t h e f a r m i n g indus t ry , 

e v e n after t h e G r e a t D e p r e s s i o n h a d l o n g v a n i s h e d , was 

a n d is d o m i n a t e d b y t h e ideas o f p a y m e n t s t o r e d u c e 

c rops a n d f ix ing p r i c e s at h i g h e r - t h a n - m a r k e t levels. 

A m e r i c a n po l i t i c i ans , u n d e r p res su re d u r i n g h a r d t i m e s , 

sacr i f iced t h e C o n s t i t u t i o n a n d e c o n o m i c sense for vo te s 

at t h e ba l lo t b o x . 

O n c e s o m e f a r m e r s h a d t h e i r subs id ies , t h e y w e r e 

v i e w e d as e n t i t l e m e n t s a n d w e r e h a r d t o t ake away, e v e n 

w h e n t h e f a r m crisis was over . P e r h a p s t h e n e w Jus t i ce 

R o b e r t s wi l l m a r k a r e t u r n t o t h e ear l ie r J u s t i c e 

R o b e r t s , a n d t h e S u p r e m e C o u r t wi l l l im i t t h e g o v e r n ­

m e n t t o its h i s to r i ca l ro le as a n e n f o r c e r o f c o n t r a c t s a n d 

a p r o t e c t o r o f p r i v a t e p r o p e r t y . @ 
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Na t iona l e m e r g e n c i e s , wa r s , n a t u r a l d i s a s t e r s — 

all t h e s e t h i n g s t e n d t o b r i n g a b o u t e x p a n d e d 

g o v e r n m e n t p o w e r . 1 H u r r i c a n e K a t r i n a was 

n o e x c e p t i o n . In a d d i t i o n t o p r o m i s i n g t o s p e n d b i l l ions 

o f do l la rs o f o t h e r p e o p l e ' s m o n e y a l legedly t o " r e b u i l d " 

N e w O r l e a n s a n d o t h e r s t r i c k e n areas, 

po l i t i c i ans h a v e b e e n equa l ly g e n e r o u s 

w i t h o t h e r p e o p l e ' s gaso l ine suppl ies . 

I n m a n y states, a n y o n e a t t e m p t i n g t o 

sell ga so l ine at p r i c e s d e e m e d social ly 

" u n c o n s c i o n a b l e " r isks h e a v y fines.2 

G o v e r n m e n t officials all across t h e 

c o u n t r y j o i n e d t h e e x p a n d i n g c h o r u s . 

P r e s i d e n t B u s h l ed t h e w a y ear ly i n 

t h e disaster 's a f t e r m a t h ca l l ing for 

" z e r o t o l e r a n c e " for l o o t e r s , s c a m -

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

l ine p u m p . " 3 O t h e r po l i t i c i ans e c h o e d 

his message . 

N o n e o f this is s u r p r i s i n g . E v e n 

b e f o r e K a t r i n a k n o c k e d o u t ha l f t h e 

G u l f o f M e x i c o ' s o i l p r o d u c t i o n 

( s e n d i n g gas p r i c e s s o a r i n g t o o v e r $ 3 

p e r g a l l o n L a b o r D a y w e e k e n d ) , 

po l i t i c i ans a n d " c o n s u m e r a d v o c a t e s " 

w e r e ca l l ing for inves t iga t ions i n t o 

gaso l ine p r i c e s , w h i c h h a d b e e n r i s i ng 

for a b o u t t w o years , r e a c h i n g $ 2 . 6 4 

cen t s p e r ga l l on b y last A u g u s t 3 0 . 4 I n d e e d , this has 

b e c o m e c o m m o n p l a c e ; s ince 1 9 7 3 t h e g o v e r n m e n t has 

i nves t i ga t ed t h e o i l i n d u s t r y a b o u t o n c e eve ry t w o 

yea r s . 5 A 2 0 0 2 S e n a t e i nves t i ga t i on i n t o t h e oi l i n d u s t r y 

p u r p o r t e d t o h a v e d i s cove red oi l c o m p a n i e s " m a n i p u l a t ­

i n g t h e m a r k e t . " H o w e v e r , t h e r e p o r t , s p o n s o r e d b y 

Much of the support 
for price controls 
stems from a lack of 
understanding of 
where prices come 
from. Many politi­
cians and other critics 
of markets believe 
that market prices 
(or at least "fair" 
market prices) can be 
calculated using 
production costs. 

S e n a t o r C a r l L e v i n o f M i c h i g a n , was in t h e w o r d s o f 

e c o n o m i s t W i l l i a m A n d e r s o n " a n exercise in e c o n o m i c 

i l l i teracy." 6 

T h e r e is n o m y s t e r y a b o u t r e c e n t r i s ing gas p r i ces . 

S t r o n g e c o n o m i c g r o w t h in C h i n a , a l o n g w i t h i m p r o v e d 

g r o w t h in t h e U n i t e d States , has b e e n 

p u s h i n g o n t h e d e m a n d s ide o f t h e 

gaso l ine m a r k e t for s o m e t i m e . M e a n ­

w h i l e , po l i t i ca l u n r e s t i n V e n e z u e l a a n d 

I raq a l o n g w i t h s t r ic t e n v i r o n m e n t a l 

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

U n i t e d States have h e l p e d k e e p t h e 

s u p p l y side a n e m i c a n d u n c e r t a i n . T h e 

r e su l t is u n s u r p r i s i n g — s t r o n g n e w 

d e m a n d w i t h insuff icient n e w supp ly 

( c o u p l e d w i t h u n c e r t a i n t y ) m e a n s 

h i g h e r p r i ces at t h e p u m p . 

E n v i r o n m e n t a l r egu l a t i ons are of ten 

b l a m e d for t h e fact t h a t n o n e w 

ref iner ies have b e e n bu i l t i n t h e U n i t ­

ed States s ince 1 9 7 6 ; h o w e v e r , t h e 

C a t o Ins t i tu te ' s J e r r y Tay lo r a n d P e t e r 

Van D o r e n p o i n t t o o t h e r reasons . 

T h e y w r i t e t h a t " m e a g e r " profits in t h e 

re f in ing bus iness over t h e past 3 0 years , 

c h e a p e r i m p o r t s , a n d t h e fact t ha t it is 

less e x p e n s i v e t o a d d capac i ty t o a n 

ex i s t ing re f inery t h a n t o b u i l d a b r a n d -

n e w o n e have all k e p t t h e n u m b e r o f ref iner ies f rom r i s ­

ing . T h e y n o t e f u r t h e r tha t w h i l e t h e r e are fewer 

ref iner ies t h a n 3 0 years ago , " [ d ] r a m a t i c i m p r o v e m e n t s 
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T h e H i g h C o s t o f M i s u n d e r s t a n d i n g G a s o l i n e E c o n o m i c s 

i n t h e o p e r a t i o n a l eff ic iency o f oi l r e f i n e r i e s " h a v e a c t u ­

ally p e r m i t t e d d o m e s t i c gaso l ine p r o d u c t i o n t o inc rease 

" b y 2 0 p e r c e n t s ince t h e last o i l r e f ine ry was bu i l t . " 7 

H u r r i c a n e K a t r i n a m e r e l y m a d e t h e p reva i l i ng s i t ua ­

t i o n w o r s e . O i l p r i c e s p e a k e d at o v e r $ 7 0 dol lars p e r b a r ­

rel s h o r t l y after t h e s t o r m , w h i l e average U . S . gaso l ine 

p r i c e s p e a k e d at $ 3 . 0 7 i n ear ly S e p t e m b e r , " jus t a n i c k e l 

shy o f t h e i n f l a t i o n - a d j u s t e d r e c o r d o f $ 3 . 1 2 a v e r a g e d 

o v e r M a r c h 1 9 8 1 . " 8 P r i c e s fell s igni f icant ly after tha t , 

b e f o r e c r e e p i n g u p aga in as t h e w i n t e r c a m e o n . T h e 

p u b l i c was n e r v o u s a n d a n g r y ; po l i t i c i ans w e r e q u i c k t o 

r e s p o n d . 

N o o n e likes p a y i n g m o r e for gaso l ine ( e x c e p t m a y b e 

folks w h o h a v e always r e s e n t e d A m e r i c a ' s re la t ively 

c h e a p gaso l ine , its S U V s , a n d o t h e r signs o f b o u r g e o i s 

o p u l e n c e ) , b u t g o v e r n m e n t - i m p o s e d p r i c e r e s t r i c t ions 

w o u l d o n l y m a k e m a t t e r s w o r s e . B y i n t e r f e r i n g in t h e 

marke t ' s p r i c i n g m e c h a n i s m , p r i c e c o n t r o l s s imp ly h i n ­

d e r t h e abi l i ty o f e n t r e p r e n e u r s a n d inves to rs t o p r o v i d e 

t h e g o o d s a n d serv ices c o n s u m e r s des i re m o s t . 

M u c h o f t h e s u p p o r t for p r i c e c o n t r o l s s t ems f r o m a 

lack o f u n d e r s t a n d i n g o f w h e r e p r i c e s c o m e f rom. M a n y 

po l i t i c i ans a n d o t h e r cr i t ics o f m a r k e t s be l i eve t h a t m a r ­

ke t p r i c e s (or at least " f a i r " m a r k e t p r ices ) c an b e c a l c u ­

l a t ed u s i n g p r o d u c t i o n costs . F o r e x a m p l e , t h e y be l i eve it 

is e v i d e n c e o f g o u g i n g if a gas s t a t i on raises its p u m p 

p r i c e o n n e w s o f h i g h e r oi l p r i c e s — e v e n if t h e gas si t­

t i n g i n t h e s ta t ion 's fuel t anks was p u r c h a s e d days o r 

w e e k s ear l ie r at a l o w e r p r i c e . T h i s t h i n k i n g is m i s t a k e n 

o n at least t w o c o u n t s . 

First , " p r o d u c t i o n c o s t s " ( themse lves ac tua l ly i m p o s ­

sible t o ca lcu la te s ince t h e y are, i n reality, sub jec t ive 

o p p o r t u n i t y costs) d o n ' t d e t e r m i n e a g o o d ' s c u r r e n t 

m a r k e t p r i c e . W h i l e it is t r u e a n e n t r e p r e n e u r wi l l use his 

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

w h e t h e r t o p r o d u c e a g o o d o r se rv ice , t h e ac tua l m a r k e t 

p r i c e o f t h e finished g o o d is a resul t o f c o n s u m e r des i re 

t o o b t a i n t h e p a r t i c u l a r g o o d as w e l l as t h e abi l i ty a n d 

wi l l i ngnes s o f sellers t o p r o v i d e it. I n o t h e r w o r d s , p r i c e 

is a f u n c t i o n o f s u p p l y a n d d e m a n d . 

S e c o n d (and a l o n g t h e s a m e l ines) , p r i c e s for final 

g o o d s d o n o t have t o w a i t for i m m e d i a t e i n p u t p r i c e s t o 

r ise b e f o r e t h e y c a n c h a n g e . T h e fact t h a t re tai l gas p r i c e s 

s k y r o c k e t e d o n t h e n e w s o f Ka t r ina ' s d e v a s t a t i o n t o t h e 

Gul f ' s oi l p r o d u c t i o n — l o n g b e f o r e n e w , m o r e e x p e n s i v e 

gaso l ine f r o m t h e G u l f r e a c h e d t h o s e s t a t i ons—is n o 

p r o o f o f a n y w r o n g d o i n g . O n t h e con t r a ry , it is a b less ­

i n g t h a t t h e p r i c e s y s t e m c a n w o r k so quickly . 

N e w s o f i n c r e a s e d d e m a n d for h o u s i n g in a c o m m u ­

n i t y (say, a n e w f a c t o r y is c o m i n g t o t o w n w i t h 1 0 , 0 0 0 

e m p l o y e e s ) w o u l d i m m e d i a t e l y d r i v e u p t h e p r i c e o f 

h o u s i n g t h e r e . H o u s i n g p r i c e s m i g h t d o u b l e o r t r i p l e in 

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

h o u s e s . I n a free m a r k e t t h e s e h i g h e r p r i c e s w o u l d r a p ­

id ly s ignal p r o d u c e r s t o r ed i r ec t scarce r e s o u r c e s — l u m ­

ber , l abor , c e m e n t m i x e r s , a n d so o n — f r o m places w h e r e 

t h e y are less u r g e n t l y s o u g h t t o w h e r e h o u s i n g p r i c e s are 

r i s ing . L ikewise , i f a p l a n t c lo s ing i n a c o m m u n i t y m e a n t 

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

i m m e d i a t e l y fall, d i s c o u r a g i n g t h e i n v e s t m e n t ( and 

was te ) o f scarce r e sou rces . B e c a u s e t h e s e p r i c e s c h a n g e 

quick ly , regardless o f p r o d u c t i o n costs , r e sou rce s are 

r e d i r e c t e d t o m o r e u r g e n t l y des i r ed areas m o r e q u i c k l y 

t h a n w o u l d o t h e r w i s e b e t h e case. T h u s r ap id ly c h a n g ­

i n g gaso l ine p r i c e s are a b less ing b e c a u s e t h e y s e n d a 

c lear s ignal ear ly in a s u p p l y d i s r u p t i o n , b e f o r e t h i n g s 

b e c o m e m u c h w o r s e . 

Emergent Phenomena 

Pol i t ic ians a n d o t h e r s are u n d o u b t e d l y f rus t ra ted b y 

t h e t e a c h i n g s o f e c o n o m i c s b e c a u s e t h e y m o r e o f t en 

t h a n n o t tel l po l i t i ca l l eaders w h a t t h e y c a n n o t o r s h o u l d 

n o t d o , n o t w h a t t h e y c a n d o t o c h a n g e reality. I n a 

r e c e n t essay Freeman c o l u m n i s t R u s s e l l R o b e r t s w r o t e o f 

t h e h u m a n des i re t o c o n t r o l w h a t h e calls " e m e r g e n t 

p h e n o m e n a , " w h i c h h e def ines as t h i n g s t h a t are t h e 

resul t o f h u m a n a c t i o n b u t not subject to human design or 

control. S u c h p h e n o m e n a i n c l u d e l a n g u a g e a n d m a r k e t 

p r i c e s . Efforts t o c o n t r o l e m e r g e n t p h e n o m e n a , R o b e r t s 

w r i t e s , con fuse e n g i n e e r i n g p r o b l e m s ( w h i c h are sub jec t 

t o h u m a n des ign) w i t h e c o n o m i c p r o b l e m s ( w h i c h are 

n o t ) . " [ T ] h e e n g i n e e r i n g w a y o f t h i n k i n g d o e s n ' t w o r k 

w i t h e m e r g e n t p h e n o m e n a . T r y i n g t o c h a n g e e m e r g e n t 

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

b r i d g e o r e x p a n d i n g y o u r k i t c h e n o r e v e n p u t t i n g a m a n 

o n t h e m o o n . U n d e r s t a n d i n g t h e c h a l l e n g e i n v o l v e d is 

t o b e g i n t o a n s w e r t h e o l d q u e s t i o n t h a t asks w h y w e 

c a n p u t a m a n o n t h e m o o n b u t w e can ' t e l i m i n a t e 

pove r ty . " 9 

D e s p i t e ta lk o f inelas t ic m a r k e t s for re tai l gaso l ine , 
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A r t h u r E . F o u i k e s 

h i g h e r fuel p r i c e s o v e r t h e past t w o years have s t a r t ed t o 

h a v e t h e i r a n t i c i p a t e d effect o n b o t h s u p p l y a n d 

d e m a n d . T h e w o r l d ' s largest oil p r o d u c e r s have r e c e n t l y 

a n d s igni f icant ly i n c r e a s e d t h e i r s p e n d i n g o n oi l e x p l o ­

r a t i o n in r e s p o n s e t o h i g h e r p r i c e s , w h i l e c o n s u m e r s 

have s t a r t ed t o m o v e away f r o m S U V s a n d large t r u c k s 

t o m o r e fuel -ef f ic ient au tos . ' " 

Left u n r e g u l a t e d a n d u n s u b s i d i z e d , m a r k e t s w o u l d 

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

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

officials a n d po l i t i c i ans . A n d p r i c e s play a cen t ra l ro le , 

a c t i n g as signals t h a t h e l p d i r ec t d iverse a n d d i s c o n n e c t ­

e d p e o p l e i n t o act ivi t ies t ha t se rve o t h e r peop le ' s m o s t 

u r g e n t l y felt w a n t s a n d n e e d s . E n t r e p r e n e u r s also play a 

c r i t ica l ro l e b y d i r e c t i n g scarce r e sou rces t o w a r d e n d s 

m o s t v a l u e d b y c o n s u m e r s . If a n e n d e a v o r p roves m i s ­

t a k e n , a n e n t r e p r e n e u r fails a n d t r ies s o m e t h i n g else. All 

t h e w h i l e , c o n s u m e r s are l i kewise s e e k i n g o u t t h e m o s t 

" p r o f i t a b l e " (in a p s y c h i c sense) g o o d s a n d serv ices t h e y 

c a n f ind. T h u s a free m a r k e t is i n a n e v e r - e n d i n g flux, 

c o n s t a n t l y shi f t ing r e sou rce s f rom less -va lued t o m o r e 

h i g h l y v a l u e d uses . T h i s is n o t a p rocess t h a t c an b e 

i m p r o v e d o n b y po l i t i ca l m e a n s . 

G o v e r n m e n t officials m a y w i s h t o mag i ca l l y o r l ega l ­

ly m a k e gaso l ine m o r e p len t i fu l o r less e x p e n s i v e , b u t 

t h e y c a n n o t c h a n g e t h e forces o f s u p p l y a n d d e m a n d . 

I n d e e d , t h e i r t a m p e r i n g o n l y m a k e s m a t t e r s w o r s e . T h e 

gas l ines , s h o r t a g e s , a n d occas iona l v i o l e n c e t h a t a c c o m ­

p a n i e d gaso l ine p r i c e caps in t h e 1970s s h o u l d serve as 

an effective r e m i n d e r . Pol i t ic ians s h o u l d h e e d t h e lessons 

o f h i s t o r y a n d s o u n d e c o n o m i c s . To b e sure , e n d all 

p r iv i l eges for t h e oil c o m p a n i e s , b u t leave gaso l ine p r i ces 

a l o n e . (§) 
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FEE TIMELY CLASSIC 

As Frank Chodorov Sees It 

B Y F R A N K CHODOROV 

J o h n S t u a r t M i l l , says Professor R u s s e l l K i r k i n a 

r e c e n t a r t ic le i n t h e c o n s e r v a t i v e National Review, is 

" d a t e d . " H e was r e f e r r i n g t o t h e f a m o u s t reat ise On 

Liberty. T h e o c c a s i o n for this d i c t u m is t h e revival o f 

in t e res t i n t h e t reat ise , b y w a y o f a c o u p l e o f r e - p u b l i c a ­

t ions a n d t h e c o n s e q u e n t a p p e a r a n c e o f c r i t ica l ar t ic les . 

W h e n y o u say a l i t e ra ry w o r k is " d a t e d " y o u m e a n 

t h a t e i t h e r its ideas o r t h e m a n n e r o f t h e i r p r e s e n t a t i o n 

are o u t m o d e d . I n this case, t h e p rofessor was r e f e r r i n g t o 

Mil l ' s ideas , n o t his style, ins i s t ing t h a t i n t h e l igh t o f 

m o d e r n t h o u g h t t h e s e w e r e o f l i t t le fo rce o r va lue . S i n c e 

I was b r o u g h t u p o n M i l l , a n d always h e l d t h a t M i l l was 

a p r e t t y g o o d t h i n k e r , I p u l l e d d o w n m y c o p y o f On Lib­

erty a n d r e r e a d it, j u s t t o see w h e t h e r I t o o a m " d a t e d . " 

Briefly, M i l l h e l d t h a t a v i g o r o u s a n d h e a l t h y social 

o r d e r is o n e i n w h i c h t h e i n d i v i d u a l is p e r m i t t e d t o 

w o r k o u t his des t i ny a c c o r d i n g t o his capaci ty. . . . P o l i t ­

ical a n d social res t ra in ts o n t h e i n d i v i d u a l , said M i l l , t e n d 

t o r e t a rd his d e v e l o p m e n t , a n d if c a r r i e d far e n o u g h wi l l 

i n d u c e a n i n c l i n a t i o n t o w a r d s e r v i t u d e . Socie ty , w h i c h is 

a co l lec t ive o f i nd iv idua l s a n d takes its c h a r a c t e r f r o m 

t h e m , wi l l d e t e r i o r a t e accord ing ly . 

T h i s l i ne o f t h o u g h t still t o u c h e s a r e spons ive c h o r d 

in m e a n d , t he r e fo r e , I p r e s u m e I a m " d a t e d . " A n d so is 

e v e r y b o d y else w h o is c o n v i n c e d t h a t a g o o d soc i e ty 

wi l l b e a c h i e v e d w h e n p e o p l e are free t o d o p r e t t y m u c h 

as t h e y p lease , p r o v i d e d t h e y d o n o t p lease t o s tep o n 

o n e a n o t h e r ' s t oes . I f y o u call y o u r s e l f a l i b e r t a r i a n o r a n 

ind iv idua l i s t , w h e t h e r y o u ever r e a d On Liberty o r n o t , 

y o u are in Mil l ' s c a m p . 

T h e de f i c i ency o f b e i n g " d a t e d " is sha red b y m a n y 

ideas t h a t are r o o t e d in t h e past a n d , if m o d e r n i t y is t h e 

test o f va lue , o u g h t t o b e d i sca rded . F o r i n s t ance , t h e r e is 

t h e D e c a l o g u e , a u t h o r e d s o m e six t h o u s a n d years a g o 

a c c o r d i n g t o t h e J e w i s h ca lendar . T h i s is def in i te ly o u t o f 

l i ne w i t h t h e " la tes t t h i n g " in po l i t i ca l s c i ence , w h i c h 

insists t h a t it is q u i t e p r o p e r a n d benef ic ia l t o steal f r o m 

P e t e r a n d g ive t o Pau l . V e r y f ew u p - t o - t h e - m i n u t e p r o ­

fessors m a i n t a i n , w i t h t h e C o m m a n d m e n t , t h a t p r i v a t e 

p r o p e r t y enjoys d i v i n e s a n c t i o n . 

F o r a n o t h e r e x a m p l e o f " d a t e d " t h o u g h t , I offer 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 . T h e r e m a y b e a f ew 

p h i l o s o p h e r s i n t hese n u c l e a r t i m e s w h o a c c e p t t h e d o c ­

t r i n e o f i na l i enab l e r i gh t s , b u t t h e m o s t f o r w a r d - l o o k i n g 

o n e s wi l l tell y o u " t h e r e a in ' t n o sech a n i m u l e " ; a n d if 

y o u call u p o n t h e C r e a t o r t o b e a r w i t n e s s for t h e d o c ­

t r i n e , t h e y wi l l tell y o u c o n d e s c e n d i n g l y t h a t y o u are 

w o e f u l l y " d a t e d . " 

So, t h e q u e s t i o n w h e t h e r M i l l is " d a t e d " resolves itself 

i n t o a n o t h e r q u e s t i o n : w h e t h e r a n idea has d e t e r i o r a t e d 

in v a l u e s imp ly b e c a u s e it c o n t r a d i c t s " t h e latest t h i n g . " 

T h e n e w m i g h t b e sh in ier , b u t is it in t r ins ica l ly b e t t e r ? 

As I said, t h e a r t ic le a p p e a r e d i n a c o n s e r v a t i v e j o u r ­

n a l — w h i c h b r i n g s u p t h e q u e s t i o n , j u s t w h a t is a c o n ­

servat ive? I i m a g i n e t h a t a c o n s e r v a t i v e is o n e w h o w a n t s 

t o c o n s e r v e s o m e t h i n g — m a y b e s o m e t h i n g t h a t is 

" d a t e d . " A t t h e t i m e o f T h o m a s H o b b e s , in t h e s e v e n ­

t e e n t h c e n t u r y , a c o n s e r v a t i v e was o n e w h o d i d n o t w a n t 

t h e " d i v i n e r i g h t " o f k ings t o g o o u t o f fash ion ; in t h e 

n i n e t e e n t h c e n t u r y , w h e n C o b d e n a n d B r i g h t w e r e 

p l u g g i n g for free t r ade , a c o n s e r v a t i v e was for p r o t e c ­

t i o n i s m , a n d P r i n c e M e t t e r n i c h was a c o n s e r v a t i v e 

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

l i can i sm t h e n c o m i n g i n t o v o g u e . B u t , w h a t is a m o d e r n 

conse rva t ive? S o m e p e o p l e w h o fo l l ow t h e l i b e r t a r i a n 

Frank Chodorov (1887-1966) was the editor of T h e Freeman in 1955 
and wrote a column when the magazine became the flagship oj FEE. This 
article appeared in the April 1956 issue. 
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F r a n k C h o d o r o v 

l i ne o f t h o u g h t are p l ea sed t o use it t o d e s c r i b e t h e m ­

selves. B u t , n o w w e f ind a c o n s e r v a t i v e p a p e r g i v i n g its 

b less ing t o a r e p u d i a t i o n o f J o h n S t u a r t M i l l , f r o m 

w h o m l i b e r t a r i a n i s m der ives m u c h o f its t h i n k i n g . 

International Wheat 

Am e r i c a has n o m o n o p o l y o f t h e f a r m p r o b l e m . . . . 

E v e r y n a t i o n w h o s e g o v e r n m e n t u n d e r t a k e s t o 

" h e l p t h e f a r m e r " is p l a g u e d w i t h this p r o b l e m . " E n l i g h t ­

e n e d " g o v e r n m e n t s e v e r y w h e r e are k n e e - d e e p in t h e 

bus iness o f s u c c o r i n g t h e " p o o r agr icu l tu r i s t , " t h e r e b y 

m a k i n g t h i n g s w o r s e for h i m a n d e v e r y b o d y else. 

As th is is w r i t t e n ( o n t h e b i r t h d a y o f G e o r g e W a s h ­

i n g t o n w h o adv i sed his fe l low c i t izens agains t fo re ign 

e n t a n g l e m e n t s ) r e p r e s e n t a t i v e s o f v a r i o u s n a t i o n s , 

i n c l u d i n g o u r o w n , are a s s e m b l e d in G e n e v a d e b a t i n g 

w h e t h e r o r n o t t o c o n c l u d e a n e w I n t e r n a t i o n a l W h e a t 

A g r e e m e n t . T h e y c o u l d read i ly solve this m a t t e r by 

d r o p p i n g t h e i r r e spec t ive i n t e r v e n t i o n s a n d a l l o w i n g 

c o m p e t i t i o n in t h e m a r k e t t o f u n c t i o n as t h e e q u a l i z e r 

o f s u p p l y a n d d e m a n d . B u t t h e v e r y fact t h a t g o v e r n ­

m e n t s are a s s e m b l e d is e v i d e n c e e n o u g h t h a t c o n t r o l s 

w i l l n o t b e a b a n d o n e d — n o t at t h e i n s t i ga t i on o f t hese 

c o n t r o l l e r s . 

M e a n w h i l e a g r o u p o f a t o m i c scient is ts , w o r k i n g 

u n d e r a g r a n t f r o m t h e g o v e r n m e n t o f t h e U n i t e d Sta tes , 

are l o o k i n g i n t o t h e poss ib i l i ty o f a p p l y i n g t h e i r d i s c o v ­

er ies t o t h e i m p r o v e m e n t o f a g r i c u l t u r a l p r o d u c t i o n . 

E v e r y a g r i c u l t u r a l s c h o o l i n t h e c o u n t r y , w i t h subsidies 

f r o m t h e g o v e r n m e n t , is s t r i v ing t o inc rease t h e q u a n t i ­

ty a n d qua l i t y o f t h e v e r y c o m m o d i t i e s , t h e a b u n d a n c e 

o f w h i c h — a t f ixed p r i c e s — c o n s t i t u t e s a n i n t e r n a t i o n a l 

h e a d a c h e . 

All o f this u n d e r l i n e s t h e fact tha t w h e n e v e r g o v e r n ­

m e n t u n d e r t a k e s t o solve an e c o n o m i c p r o b l e m , it s imply 

creates o t h e r p r o b l e m s . T h i s is b e c a u s e t h e laws o f e c o ­

n o m i c s o p e r a t e w i t h o u t regard t o pol i t ica l " e x p e d i e n c y . " 

As [Albe r t Jay] N o c k o b s e r v e d in Our Enemy the 

State: " E v e r y i n t e r v e n t i o n b y t h e S ta te enab les a n o t h e r , 

a n d this i n t u r n a n o t h e r , a n d so o n indef in i t e ly ; a n d t h e 

S ta te s tands ever r e a d y a n d e a g e r t o m a k e t h e m , o f t en o n 

its o w n m o t i o n . . . ." 

On Automobiles and Houses 

Th e e c o n o m i c yea r 1 9 5 6 was u s h e r e d in o n t w o s o u r 

n o t e s : t h e b u i l d i n g b o o m is s h o w i n g signs o f l e a k ­

age , t h e sales o f a u t o m o b i l e s are d r o p p i n g . T h e p u n d i t s 

have c o m e u p w i t h t h e ve rd ic t t ha t t h e c o u n t r y is " s a t ­

u r a t e d " w i t h h o u s e s a n d a u t o m o b i l e s ; t h e c o n s u m e r s o f 

t hese p r o d u c t s are surfe i ted , a n d p r o d u c t i o n has t o b e 

s l o w e d d o w n accord ing ly . 

P e r h a p s t h e i r analysis is c o r r e c t . B u t o n e c a n n o t b e 

sure t h a t " o v e r p r o d u c t i o n " has set i n u n t i l o n e r u n s a 

b a r g a i n sale. A n d t h e n o n e finds tha t w h a t is cal led o v e r ­

p r o d u c t i o n is really o v e r - p r i c i n g . For , i f t h e g lu t o n t h e 

m a r k e t d i sappears w h e n p r i ce s are l o w e r e d y o u have 

p r o o f e n o u g h tha t t h e desi re for t hese c o m m o d i t i e s has 

n o t ye t b e e n sat ia ted, t h a t at t h e h i g h e r p r i ce s s o m e p e o ­

p le h a d t o g o w i t h o u t . So, b e f o r e w e can say for a c e r ­

t a in ty t h a t e v e r y b o d y has m o r e h o u s i n g space o r m o r e 

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

b i l i ty a n d t h e c o n s e q u e n c e o f a d r o p in p r i ce s . 

To a buye r , o f c o u r s e , t h e p r i c e o f an i t e m m e a n s its 

cos t t o h i m . A seller also t h i n k s o f t h e p r i c e in t e r m s o f 

w h a t it costs h i m to p r o d u c e t h e i t e m . A n d o n e o f his 

largest i t e m s o f cost is w a g e s , t h e p r i c e tha t l a b o r asks for 

its c o n t r i b u t i o n . A d e c i s i o n t h a t t o o m a n y h o u s e s a n d 

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

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

w o r k e r s have e x c e e d e d w h a t t h e c o n s u m e r is w i l l i n g t o 

pay-

Taxes are t h e s e c o n d largest cost o f p r o d u c t i o n . T h e 

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

a n d l o c a l — o n t h e b u i l d e r a n d his suppl ie r s m u s t b e 

passed o n t o t h e w o u l d - b e h o m e o w n e r o r user. L i k e ­

w i s e w i t h t h e a u t o m o b i l e . So a dec i s i on t h a t t h e r e are 

t o o m a n y b u i l d i n g s a n d t o o m a n y a u t o m o b i l e s m a y b e 

o n l y t h e re f lec t ion tha t taxes are t o o h i g h o n t h o s e p a r ­

t i cu la r i t e m s . . . . 

W h a t e v e r t h e cause, . . . all t hese are areas o f g o v e r n ­

m e n t i n t e r f e r ence w i t h a free m a r k e t . A n d if a s l u m p 

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

b e a r t h e responsibi l i ty. Pol i t ical leaders m a y wel l b e c o n ­

c e r n e d tha t these ch i ckens o f t he i r m e d d l i n g s e e m a b o u t 

t o c o m e h o m e to roost . W) 

T H E F R E E M A N : I d e a s o n L i b e r t y 40 



B o o k R e v i e w s 

Book Reviews 
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Rev iewed by Richard M . Ebel ing 

W! "hen I was a y o u n g e c o n o m ­

ics m a j o r b a c k in t h e 1970s , 

o n e o f t h e s tandard a r g u m e n t s tha t 

m a n y o f m y professors w o u l d h u r l at 

m e was : " Y o u r ideal o f f r e e - m a r k e t 

capi ta l i sm m a y have b e e n all r i g h t 

2 0 0 years ago, w h e n soc ie ty was a lo t 

s impler , b u t i n a soc ie ty as c o m p l e x 

as o u r s is today, s u c h a po l i cy o f lais­

sez faire j u s t w o n ' t w o r k . T h e c o m p l e x i t y o f m o d e r n life 

requi res t h e g o v e r n m e n t t o in ter fere a n d regu la te t o see 

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

w o u l d b e chaos . " A n y re fe rence I m a d e to A d a m Smith ' s 

" invis ible h a n d " in The Wealth of Nations b r o u g h t fo r th 

m o c k e r y a n d sn ide r e m a r k s . 

T h e idea t h a t a c o m p l e x social o r d e r c a n ar ise a n d 

f u n c t i o n w i t h o u t a h u m a n c r e a t o r w h o des igns a n d 

g u i d e s it o f t en s e e m s c o u n t e r i n t u i t i v e t o o u r e v e r y d a y 

e x p e r i e n c e . All t h a t w e c o n s u m e s h o w s signs o f h u m a n 

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

a n d b r i n g t h e m t o ha rves t . T h e m a n u f a c t u r e r s d e s i g n 

a n d ove r see t h e p r o d u c t i o n p rocesses t h a t b r i n g all 

des i r ed g o o d s a n d serv ices t o m a r k e t . All w o r k s o f ar t 

a n d l i t e r a tu re are t h e resul t o f c rea t ive m i n d s t h a t p u t 

p a i n t o n canvas o r w o r d s o n a p a g e . 

Surely, it is said, t h e r e m u s t a n o v e r a r c h i n g des ign t o fit 

all t h o s e ind iv idua l p lans i n t o a s o c i e t y - w i d e c o o r d i n a t e d 

p a t t e r n , j u s t as t h e p ieces o f a j i g saw p u z z l e fit p r o p e r l y 

toge the r . I n t h e h i s to ry o f ideas, t h e r e have b e e n t w o 

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

s u m p t i o n , b u t w h o also s h o w e d h o w social o r d e r evolves 

a n d c o o r d i n a t e s t h e ac t ions o f m u l t i t u d e s o f p e o p l e , w i t h ­

o u t a p l a n n e r i m p o s i n g a des ign o n e v e r y o n e : t h e Sco t t i sh 

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

R o n a l d H a m o w y offers a fairly de t a i l ed e x p o s i t i o n o f 

m a n y o f t h e i r ideas in The Political Sociology of Freedom. 

I n this ser ies o f essays H a m o w y t races t h e d e v e l o p m e n t 

o f a t h e o r y o f s p o n t a n e o u s socia l o r d e r i n t h e w o r k s o f 

B e r n a r d M a n d e v i l l e , D a v i d H u m e , A d a m S m i t h , A d a m 

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

t e e n t h c e n t u r y . T h e i r p r e m i s e was t h a t i f m a n a n d s o c i ­

e ty are t o b e p r o p e r l y s t u d i e d a n d u n d e r s t o o d , w e m u s t 

use o u r r e a s o n a n d t h e h i s to r i ca l r e c o r d t o f ind o u t w h a t 

is t h e ac tua l n a t u r e o f m a n a n d h o w socie ty ' s i n s t i t u t i o n s 

ac tua l ly c o m e i n t o e x i s t e n c e . 

T h e i r c o n c l u s i o n was t h a t m a n is a frail a n d i m p e r ­

fect c r e a t u r e , w h o appl ies his r e a s o n i n g t o solve p r o b ­

l e m s , b u t w h o is also i n f l u e n c e d b y his pass ions . M a n ' s 

k n o w l e d g e is far f r o m pe r fec t a b o u t his pas t a n d c u r r e n t 

c i r c u m s t a n c e s , a n d especia l ly w e a k a b o u t w h a t t h e 

fu tu re m i g h t h o l d . W h i l e capab l e o f c r u e l a n d v i o l e n t 

acts , m a n ' s n a t u r e also c o n t a i n s a spi r i t o f b e n e v o l e n c e 

b a s e d o n his des i re a n d n e e d for t h e c o m p a n y o f o t h e r s . 

H e is far f r o m t h e h y p e r - r a t i o n a l i s t i c " e c o n o m i c m a n " 

t h a t cr i t ics o f t h e m a r k e t l a te r t r i e d t o p o r t r a y h i m as. 

W h a t t h e i r s t u d y o f h i s t o r y d e m o n s t r a t e d was t h a t 

n o n e o f t h e i n s t i t u t i ons a n d social n o r m s o f i n t e r p e r ­

sona l c o n d u c t a n d c o m m e r c e h a d b e e n i n t r o d u c e d b y 

s o m e g rea t a n d a l l - k n o w i n g p h i l o s o p h e r k i n g ; n o r h a d 

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

a n t i c i p a t e d o r e v e n t h o u g h t a b o u t b y t h o s e w h o s e 

ac t i ons b r o u g h t t h e m i n t o ex i s t ence . (As t h e A u s t r i a n 

e c o n o m i s t L u d w i g v o n M i s e s o n c e exp re s sed it, " H i s t o ­

r y is m a d e by m e n . . . . B u t t h e h i s to r i ca l p rocess is n o t 

d e s i g n e d b y ind iv idua l s . . . . T h e P i l g r i m F a t h e r s d i d n o t 

p l a n t o f o u n d t h e U n i t e d States.") 

Ins tead , t h e Sco t t i sh t h i n k e r s a r g u e d t h a t l a n g u a g e , 

c u s t o m , t r a d i t i o n , law, m a r k e t ru les o f c o n d u c t a n d a s so ­

c i a t i o n , a n d t h e m o r a l c o d e s o f soc i e ty are t h e c u m u l a ­

t ive o u t c o m e s o f m u l t i t u d e s o f p e o p l e a c t i n g a n d 

i n t e r a c t i n g ove r m a n y g e n e r a t i o n s , r e s u l t i n g i n t h e i n s t i ­

t u t i o n a l i z e d p a t t e r n s a n d s t r uc tu r e s w i t h i n w h i c h m e n 

live. Soc ie ty ' s i n s t i t u t i o n s c h a n g e (usual ly s lowly) ove r 

t i m e , as m e n d i scover ways t o i m p r o v e t h e i r c i r c u m ­

s tances . 

T h e s e ideas w e r e c a p t u r e d in w h a t are s o m e o f t h e 

m o s t f a m o u s passages in t h e w o r k s o f t h e Sco t t i sh 

t h i n k e r s . F o r e x a m p l e , A d a m F e r g u s o n : " E v e r y s tep a n d 

e v e r y m o v e m e n t o f t h e m u l t i t u d e , e v e n in w h a t are 

t e r m e d e n l i g h t e n e d ages , are m a d e w i t h e q u a l b l i ndnes s 

t o t h e fu tu re ; a n d n a t i o n s s t u m b l e u p o n e s t ab l i shmen t s 
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[ in s t i t u t ions ] , w h i c h are i n d e e d t h e resul t o f h u m a n 

a c t i o n , b u t n o t t h e e x e c u t i o n o f any h u m a n des ign . " 

O r A d a m S m i t h : I n t h e m a r k e t e c o n o m y , t h e i n d i ­

v i d u a l " n e i t h e r i n t e n d s t o p r o m o t e t h e p u b l i c in te res t , 

n o r k n o w s h o w m u c h h e is p r o m o t i n g it. . . . H e is in 

th is , as i n m a n y o t h e r cases, l ed b y a n invis ible h a n d t o 

p r o m o t e an e n d w h i c h was n o p a r t o f his i n t e n t i o n . N o r 

is it always t h e w o r s e for t h e soc ie ty t h a t it was n o t p a r t 

o f i t ." 

H a m o w y s h o w s tha t t h o s e ideas w e r e a l i be r a t i ng 

force t h a t f reed m e n f r o m t h e n o t i o n t h a t o n l y t h e k i n g 

o r a s t r o n g po l i t i ca l a u t h o r i t y c o u l d assure o r d e r i n s o c i ­

ety. B u t h e also s h o w s t h a t this t h e o r y c o u l d easily b e 

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

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

i c an t c h a n g e t o t h e ex i s t i ng o rde r . 

T h e A u s t r i a n e c o n o m i s t s , b e g i n n i n g w i t h t h e 

school ' s f o u n d e r , C a r l M e n g e r , h a v e also e m p h a s i z e d t h e 

n a t u r e a n d s u p e r i o r i t y o f s p o n t a n e o u s social o r d e r s ove r 

v a r i o u s sys tems o f g o v e r n m e n t p l a n n i n g a n d c o n t r o l . 

T h a t was especia l ly t h e case w i t h F.A. H a y e k , w h o d e v e l ­

o p e d this t h e m e i n The Constitution of Liberty a n d Law, 

Legislation and Liberty. 

R o n a l d H a m o w y s t u d i e d u n d e r H a y e k in t h e 1960s 

at t h e U n i v e r s i t y o f C h i c a g o . I n t h e essays d e v o t e d t o 

H a y e k h e c o m b i n e s a s ince re a p p r e c i a t i o n a n d r e spec t 

for H a y e k ' s i m p o r t a n t c o n t r i b u t i o n s t o t h e t h e o r y o f 

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

ter 's t h i n k i n g , pa r t i cu l a r ly o n t h e m e a n i n g o f " t h e r u l e 

o f l a w " a n d t h e n a t u r e o f " c o e r c i o n . " H e de fends H a y e k 

aga ins t t h e to ta l ly m i s p l a c e d c h a r g e o f a n t i - S e m i t i s m , 

m a d e a f e w years a g o b y M e l v i n R e d e r in t h e pages o f 

t h e History of Political Economy. H e also discusses t h e 

l imi t s o f H a y e k ' s o w n c o n c e p t i o n o f a po l i t i ca l o r d e r for 

a free society. 

H a m o w y d r a w s a h i g h l y c o m p l i m e n t a r y a n d m o v i n g 

p o r t r a i t o f H a y e k , as a scholar , t e ache r , a n d m e n t o r . I n 

t h e 1970s , w h e n I was in m y t w e n t i e s a n d sho r t l y after 

h e h a d w o n t h e N o b e l P r i z e i n e c o n o m i c s , I h a d t h e 

g o o d f o r t u n e t o s p e n d m o s t o f t w o s u m m e r s in 

H a y e k ' s c o m p a n y as a r e sea rch fe l low at t h e In s t i t u t e 

for H u m a n e S tud ie s . H e e x e m p l i f i e d in all ways t h e 

h i g h e s t l e a r n i n g , k i n d n e s s , a n d p a t i e n c e — e v e n w h e n 

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

m y s e l f w h o was d e t e r m i n e d t o " se t H a y e k r i gh t . " H e 

r e p r e s e n t e d t h e finest ideal o f w h a t o n e t h i n k s a N o b e l 

l au rea t e s h o u l d be . (f| 
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o f t h e m a r k e t have n o w b e c o m e 

"an t i -g loba l i s t s . " To t h e m , " g l o b a l ­

iza t ion"—spec i f ica l ly , i n t e r n a t i o n a l 

t r a d e a n d i n v e s t m e n t — i s r e s p o n s i ­

ble for p o v e r t y a n d d e t e r i o r a t i n g 

l iv ing c o n d i t i o n s , especial ly in u n d e r d e v e l o p e d c o u n ­

t r ies . 

P r o m p t e d by a pro tes te r ' s asser t ion a b o u t t h e squal id 

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

G e o r g e t o w n U n i v e r s i t y bus iness professor P i e t r a R i v o l i 

set o u t t o find t h e t r u t h . T h e resul t is The Travels of a 

T-Shirt in the Global Economy, in w h i c h she t races t h e 

p r o v e n a n c e o f a s ingle c o m m o d i t y : a s ix -do l l a r T-shi r t . 

F r o m a Texas c o t t o n field t o a tex t i le f ac to ry in C h i n a , 

t h r o u g h t h e ne t s o f W a s h i n g t o n b u r e a u c r a t s t o a F lo r ida 

m a n u f a c t u r e r , she fol lows t h e p r o d u c t ' s life cycle , c o n ­

c l u d i n g w i t h its p r o b a b l e fate in an Af r i can u s e d - c l o t h ­

i n g m a r k e t . I n t h e p rocess , she exp lo re s t h e h i s t o ry o f 

t r a d e in text i les a n d c l o t h i n g f rom t h e Indus t r i a l R e v o ­

l u t i o n t o today. 

B y p r o v i d i n g a p r o p e r h i s to r ica l pe r spec t ive , R i v o l i 

u n d e r l i n e s t h e benef i t s o f t r ade for even t h e p o o r e s t p a r ­

t i c ipan ts . H o w e v e r u n p l e a s a n t c o n d i t i o n s in tex t i le fac ­

to r i e s have b e e n t h r o u g h o u t t h e ages, w o r k e r s have 

wi l l i ng ly s o u g h t e m p l o y m e n t t h e r e as an escape f rom 

d e s p e r a t e ru ra l pover ty . In c o u n t r y after c o u n t r y , t h e 

t ex t i l e i n d u s t r y has p r o v i d e d b e t t e r m e n t for w o r k e r s a n d 

t h e i r d e s c e n d a n t s . Espec ia l ly p o i g n a n t is R ivo l i ' s l i tany 

o f f o r m e r mi l l t o w n s across t h e g l o b e tha t have p r o -

T H E F R E E M A N : I d e a s o n L i b e r t y 42 

mailto:rebeling@fee.org


B o o k R e v i e w s 

gressed t o t h e fore f ron t o f m o r e m o d e r n i n d u s t r i e s . 

S i n c e a l a rge p o r t i o n o f t h e w o r k f o r c e in t h e i n d u s t r y 

has h i s to r i ca l ly b e e n female , t ex t i l e m a n u f a c t u r i n g has 

also b e e n a d r i v i n g force in t h e i n c r e a s i n g a u t o n o m y o f 

w o m e n in m a n y soc ie t ies . As s u c h , R i v o l i calls " n o n s e n ­

s ical" t h e an t i -g loba l i s t s ' efforts t o s top t h e so -ca l l ed 

" r a c e t o t h e b o t t o m . " S h e p o i n t e d l y asks t h e p ro t e s t e r s 

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

ru ra l pove r ty . 

A n o t h e r t h e m e o f R ivo l i ' s w o r k is t h a t t h e r e is l i t t le 

t r ade t h a t is t r u l y free. H e r n a r r a t i v e is filled w i t h s tor ies 

o f a t t e m p t s t o m a n i p u l a t e t h e m a r k e t t h r o u g h t h e p o w e r 

o f g o v e r n m e n t . F r o m n i n e t e e n t h - c e n t u r y slavery t o 

today ' s t axpaye r subs id ies a n d c r o p i n s u r a n c e , A m e r i c a n 

c o t t o n g r o w e r s have e m p l o y e d a v a r i e t y o f m e a n s t o 

escape t h e vagar ies o f t h e l a b o r m a r k e t . C h i n a uses a sys­

t e m o f i n t e r n a l r e s t r i c t i ons o n f r e e d o m o f m o v e m e n t t o 

ach i eve a s imi lar e n d in t h e m o d e r n t ex t i l e indus t ry . 

Pe rhaps t h e m o s t b la tan t e x a m p l e o f p r o t e c t i o n i s m 

R i v o l i e n c o u n t e r s is t h e d e c a d e s - o l d , e v e r - c h a n g i n g , a n d 

b y z a n t i n e r e g i m e o f text i le i m p o r t q u o t a s i m p o s e d b y t h e 

U n i t e d States at t h e u r g i n g o f a voca l l o b b y o f m a n u f a c ­

turers a n d l abo r u n i o n s . W h i l e t h e r e g i m e m e r e l y delays 

d o m e s t i c text i le j o b losses, it does c rea te e m p l o y m e n t for 

a rmie s o f bu reauc ra t s w o r l d w i d e w h o a d m i n i s t e r t h e 

quo ta s . M e a n w h i l e , it m a k e s c l o t h i n g m o r e expens ive for 

c o n s u m e r s , stifles i n n o v a t i o n in A m e r i c a n text i le m a n u ­

fac tu r ing , increases costs for d o w n s t r e a m indus t r i e s , a n d 

e n r i c h e s fore ign investors w h o t rade in quo ta s as d e r i v a ­

tive i n s t r u m e n t s . It also taints U . S . d i p l o m a t i c efforts for 

freer t r ade w i t h hypocr isy . R i v o l i co r r ec t l y identif ies t h e 

m e c h a n i s m b e h i n d t h e p e r p e t u a t i o n o f such ineff ic ien­

cies: t h e costs, t h o u g h in t h e bi l l ions o f dollars , are w i d e ­

ly spread, w h i l e t h e benefi ts are c o n c e n t r a t e d . 

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

v e l o p e d c o u n t r i e s is p r i m a r i l y a po l i t i ca l issue, n o t a 

resul t o f t h e " c r u e l t y o f m a r k e t forces ." I n d e e d , t h e 

l i t t l e - p u b l i c i z e d t r a d e in u s e d c l o t h i n g has g i v e n o r d i ­

n a r y p e o p l e a s h o t at i m p r o v i n g t h e i r s i t ua t i on , n o t a b l y 

in c o u n t r i e s t h a t h a v e l o n g suffered f r o m t h e effects o f 

statist e c o n o m i e s . Sadly, R i v o l i o n l y t o u c h e s br ie f ly o n 

t h e c r u x o f t h e po l i t i ca l issue: insuff ic ient r u l e o f l a w a n d 

p r o t e c t i o n o f p r o p e r t y r i gh t s i n m a n y c o u n t r i e s . 

E v e n t h o u g h R i v o l i d r a w s t h e c o n c l u s i o n t h a t t h e 

" m o r a l case for t r a d e . . . is e v e n m o r e c o m p e l l i n g . . . 

t h a n t h e e c o n o m i c case," she d o e s n o t a d v o c a t e laissez 

faire. In fact, she c la ims t o have b e c o m e m o r e s y m p a ­

t h e t i c t o t h e an t i -g loba l i s t s ove r t h e c o u r s e o f h e r study. 

T h e efforts o f r e f o r m e r s t h r o u g h o u t h is tory , she says, 

h a v e i m p r o v e d t h e h e a l t h a n d safety o f i n d u s t r i a l w o r k ­

ers , o f t en t h r o u g h g o v e r n m e n t fiat. S h e gives o n l y p a r ­

tial c red i t t o t h e p r o s p e r i t y c a u s e d b y i n d u s t r i a l i z a t i o n 

itself, c l a i m i n g t h a t t h e " m a r k e t a l o n e " c o u l d n o t p r o ­

d u c e s u c h resul ts . D e s p i t e h e r e c o n o m i c expe r t i s e , she 

d o e s n o t discuss t h e c o n t r i b u t i o n m i n i m u m - w a g e laws 

a n d t h e l ike m a k e t o u n e m p l o y m e n t . N o r d o e s she 

a c k n o w l e d g e t h a t w h i l e ch i ld l a b o r w o u l d b e c r u e l a n d 

u n n e c e s s a r y in today ' s c o t t o n a n d t ex t i l e i n d u s t r i e s , it 

c o u l d m e a n t h e d i f fe rence b e t w e e n life a n d d e a t h — o r a 

life o f p r o s t i t u t i o n — i n l e s s - d e v e l o p e d c o u n t r i e s , as it d i d 

in t h e W e s t g e n e r a t i o n s ago . 

R i v o l i a d m i t s t h a t h e r w o r k is a n e c d o t a l a n d u n s c i ­

ent if ic . T h a t aspec t c o u l d h a v e b e e n o n e o f t h e n a r r a ­

tive's s t r eng ths : it is free o f j a r g o n , a l t h o u g h it s o m e t i m e s 

b o g s d o w n i n m i n u t i a e . A d d t o t h a t its " h o o k " — m o s t 

e v e r y o n e c a n iden t i fy w i t h T - s h i r t s — a n d it is a p p e a l i n g 

a n d accessible t o t h o s e u n f a m i l i a r w i t h basic e c o n o m i c s . 

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

t o c h a n g e a n y m i n d s . (f| 

Tom Welch is a freelance writer in Atlanta. 
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WELFARE for 
POLITICIANS? 

i; ' m a g i n e a g o v e r n m e n t p o l i c y t h a t 

. funds a n i m p o r t a n t c ivic f u n c ­

t i o n , b u t is n o t m a n d a t o r y ; w h i c h is 

p a i d for n o t t h r o u g h taxes , b u t 

t h r o u g h v o l u n t a r y c o n t r i b u t i o n s ; 

a n d w h i c h adds n o t h i n g t o t h e g o v ­

e r n m e n t d e b t . S o u n d g o o d ? T h i s is 

a d e s c r i p t i o n o f t h e U n i t e d Sta tes ' 

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

e d po l i t i ca l c a m p a i g n s . A n d t h e bes t is ye t t o c o m e : t h e 
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cos t falls a l m o s t en t i r e ly o n t h e w e a l t h i e s t A m e r i c a n s . 

O d d l y e n o u g h , it is p rec i se ly th is last f a c t o r — t h e fact 

t h a t t h e d i s s e m i n a t i o n o f po l i t i ca l i n f o r m a t i o n in p o l i t i ­

cal c a m p a i g n s is p a i d a l m o s t en t i r e ly b y v o l u n t a r y c o n ­

t r i b u t i o n s f r o m t h e w e a l t h i e s t A m e r i c a n s — t h a t spurs 

c o n s t a n t calls for " p u b l i c " f i n a n c i n g o f po l i t i ca l c a m ­

p a i g n s . A c c o r d i n g t o t h e " r e f o r m e r s " w h o p r o m o t e w h a t 

are m o r e p r o p e r l y ca l led " g o v e r n m e n t - f u n d e d " o r " t a x -

f u n d e d " c a m p a i g n s , t h e sys t em o f v o l u n t a r y c a m p a i g n 

f u n d i n g resul ts i n b o t h po l i t i ca l i n e q u a l i t y a n d g o v e r n ­

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

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

t r i b u t o r s exerc i se u n e q u a l — o r " u n d u e " — i n f l u e n c e ove r 

p u b l i c pol icy . 

N e v e r t h e l e s s , w h e n g i v e n a c h o i c e , A m e r i c a n s have 

s h o w n l i t t le des i re t o have t a x p a y e r m o n e y g i v e n t o c a n ­

d ida te s . T h o u g h it d o e s n o t raise t ax liability, ba re ly o n e 

i n t e n A m e r i c a n s c h o o s e s t o d i r ec t $ 3 o f his federa l 

i n c o m e t ax t o t h e P re s iden t i a l C a m p a i g n F u n d , t h e 

c o u n t r y ' s l o n g e s t - r u n n i n g e x p e r i m e n t w i t h t a x - f u n d e d 

c a m p a i g n s . I n 2 0 0 2 t h e M a s s a c h u s e t t s l eg is la ture p l a c e d 

a n in i t ia t ive b e f o r e v o t e r s t o have t h e g o v e r n m e n t f u n d 

c a m p a i g n s . Vo te r s i n t h a t " l i b e r a l " state de f ea t ed t h e 

m e a s u r e b y t h e largest m a r g i n o f any ba l lo t in i t ia t ive in 

its h i s tory . 

S u p p o r t e r s o f t a x - f u n d e d c a m p a i g n s , h o w e v e r , are 

w e l l - f i n a n c e d — b y s o m e es t ima tes , ove r $ 2 0 0 m i l l i o n has 

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

p a i g n f i n a n c e r e f o r m " s ince 1 9 9 5 — a n d pe r s i s t en t . B y 

p r o m o t i n g s u c h ba l lo t ini t ia t ives as " c l e a n e l e c t i o n " laws, 

t h e y h a v e s u c c e e d e d i n pass ing g o v e r n m e n t - f i n a n c i n g 

p lans i n A r i z o n a , V e r m o n t , a n d M a i n e , a n d h o p e t o t ake 

t h e i r p roposa l s n a t i o n w i d e . W i t h rare e x c e p t i o n s , t h e r e 

has b e e n n o o r g a n i z e d res i s tance t o t h e s e efforts, a n d so 

p r o - r e f o r m a r g u m e n t s t e n d t o d o m i n a t e t h e d e b a t e . 

Welfare for Politicians? is a smal l b u t s ignif icant effort 

t o redress t h a t i m b a l a n c e . E d i t o r J o h n S a m p l e s , d i r e c t o r 

o f t h e C e n t e r for R e p r e s e n t a t i v e G o v e r n m e n t at t h e 

C a t o In s t i t u t e , a n d 12 o t h e r c o n t r i b u t o r s t ake apa r t t h e 

a r g u m e n t s for t a x p a y e r - f i n a n c e d c a m p a i g n s . O r p e r h a p s 

I s h o u l d say t e n o t h e r c o n t r i b u t o r s — t w o a u t h o r s , P a u l 

Tay lo r a n d M i c h a e l J. M a l b i n — a r g u e , respect ively, i n 

favor o f " f r e e " t e l ev i s ion b r o a d c a s t t i m e a n d h i g h e r g o v ­

e r n m e n t subs id ies t o c a m p a i g n s . I n o t h e r w o r d s , this 

s e l e c t i o n o f essays is b y n o m e a n s b a l a n c e d . B u t it is 

always fair, a n d it m a k e s for a devas ta t ing c r i t i q u e o f 

" r e f o r m . " 

F o r many , it s e e m s in tu i t ive ly o b v i o u s tha t p r iva te ly 

f u n d e d c a m p a i g n s lead t o i n e q u a l i t y a n d c o r r u p t i o n . B u t 

t h e e v i d e n c e t e n d s t o s h o w t h a t t h e o p p o s i t e is t r u e : a 

sys t em w i t h o u t l imi ts o n p r i va t e c o n t r i b u t i o n s a n d 

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

ideas , m o r e respons ive t o vo te r s , a n d less o p e n t o p o l i t i ­

cal m a n i p u l a t i o n . T h u s t h e m o s t p o w e r f u l essays in this 

c o l l e c t i o n are t w o tha t succ inc t ly m a r s h a l t h e g r o w i n g 

b o d y o f e v i d e n c e s u p p o r t i n g p r iva te ly f u n d e d c a m ­

pa igns as t h e fairest, m o s t o p e n sys t em o f f u n d i n g . " W h y 

Subs id i ze t h e S o a p b o x ? " b y S a m p l e s a n d A d a m T h i e r e r , 

d e m o l i s h e s t h e "false a s s u m p t i o n s b e h i n d free [ te levi­

s ion] t i m e . " " R e f o r m w i t h o u t R e a s o n : T h e Scientif ic 

M e t h o d a n d C a m p a i g n F i n a n c e , " b y pol i t ica l scientists 

Jeffrey M i l y o a n d D a v i d P r i m o , b e g i n s b y n o t i n g tha t 

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

r a r e l y — i f e v e r — m a k e s u s e o f s e r i o u s s c h o l a r l y 

research ," a n d after s u m m a r i z i n g tha t research , c o n c l u d e s 

t h a t " c o n v e n t i o n a l w i s d o m grea t ly exaggera te s t h e ro le 

o f m o n e y in A m e r i c a n pol i t ics . " 

O t h e r essays s imilar ly d e m o n s t r a t e t h e failure o f g o v ­

e r n m e n t - f u n d e d c a m p a i g n sys tems. C h i p M e l l o r o f t h e 

In s t i t u t e for Ju s t i ce a n d R o b e r t F ranc ios i o f t h e G o l d -

w a t e r In s t i t u t e d e m o n s t r a t e t h e fai lure o f " c l e a n e l e c ­

t i o n " laws t o ach ieve t h e i r ob jec t ives i n A r i z o n a a n d 

s h o w h o w t h e l aw t e n d s t o bias e l ec t ions in favor o f s u p ­

p o r t e r s o f b i g g o v e r n m e n t . P a t r i c k B a s h a m a n d M a r t i n 

Z e l d e r r e a c h s imilar c o n c l u s i o n s after r e v i e w i n g t h e 

results o f M a i n e ' s " c l e a n e l e c t i o n s " e x p e r i m e n t . A n d 

S a m p l e s d e m o n s t r a t e s h o w taxpayer f u n d i n g o f p r e s i ­

den t i a l e l ec t ions has also failed t o m e e t its s ta ted goals . 

W h a t m a k e s these essays impress ive is t h e i r c u m u l a ­

t ive p o w e r . T h e a u t h o r s avo id h o t r h e t o r i c i n favor o f an 

accessible b u t relent less reci ta l o f ac tua l data . T h e y d o 

n o t a r g u e t h a t t h e goals o f t a x - f i n a n c e d c a m p a i g n s are 

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

a ch i eve t h o s e goals a n d in t h e p rocess d a m a g e o u r 

d e m o c r a c y . A n d t h e y c o n c l u d e tha t b e c a u s e t a x - f u n d i n g 

p roposa l s are ba sed o n a faul ty u n d e r s t a n d i n g o f h o w 

d e m o c r a c y w o r k s a n d t h e ro le m o n e y plays in d e m o c r a ­

cy, t h e y are d e s t i n e d t o fail. | | ) 
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A m e r i c a n co l leges a n d u n i v e r ­

si t ies a re h o t h o u s e s o f 

hypocr i sy , a n d t h e p r i n c i p a l e x h i b ­

it is t h a t w h i l e t h e i r s p o k e s m e n ta lk 

endless ly a b o u t t h e i r c o m m i t m e n t 

t o o p e n n e s s , t o l e r a n c e , c r i t i c a l 

t h i n k i n g , diversity, a n d so o n , m a n y 

o f t h e m h a v e a d o p t e d p o l i c i e s 

d e s i g n e d t o stifle t h e e x p r e s s i o n o f 

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

p u n i s h o t h e r s for h a v i n g t h e t e m e r i t y t o speak t h e i r 

m i n d s . 

I n Restoring Free Speech and Liberty on Campus, D o n ­

ald D o w n s , p ro fessor o f po l i t i ca l s c i e n c e at t h e U n i v e r ­

sity o f W i s c o n s i n , gives us a h i s t o r y o f t h e r ise a n d 

d e c l i n e (fall w o u l d b e p u t t i n g it t o o s t rongly) o f t h e 

m o v e m e n t aga ins t free s p e e c h o n A m e r i c a n c a m p u s e s . 

It's m o r e t h a n j u s t a h i s tory , t h o u g h . D o w n s also m a k e s 

a s t r o n g p h i l o s o p h i c a l case agains t r e s t r i c t ions o n free 

s p e e c h . I n b o t h efforts, h e s u c c e e d s w o n d e r f u l l y — t h e 

h i s t o r y o f s p e e c h c o d e s is careful ly c h r o n i c l e d , a n d t h e 

r e a d e r is left w i t h n o d o u b t t h a t t h e i r i n s t i t u t i o n was a 

s t u p e n d o u s folly. 

W h a t m a k e s D o w n s ' s b o o k so c o m p e l l i n g is t h a t as a 

facul ty m e m b e r h e was in t h e t h i c k o f t h e ba t t l e o v e r t h e 

s p e e c h c o d e t h a t was a d o p t e d at t h e U n i v e r s i t y o f 

W i s c o n s i n . N o t o n l y tha t , b u t h e ini t ia l ly supported t h e 

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

" s t r i k e a r e a s o n a b l e b a l a n c e " b e t w e e n f r e e d o m o f 

e x p r e s s i o n a n d s p e e c h t h a t m i g h t cause " t r a u m a a n d 

m o r a l h a r m . " 

T h a t v i e w d i d n o t s u r v i v e l o n g o n c e D o w n s c a m e t o 

see h o w s p e e c h c o d e s ac tua l ly w o r k e d . H e w r i t e s , " B y 

t h e ear ly 1990s it w a s b e c o m i n g e v i d e n t h o w t h e 

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

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

s t u d e n t s r e l a t e d t h a t t h e y felt as if t h e y w e r e w a l k i n g o n 

eggshel l s i n class w h e n t a l k i n g a b o u t racia l ly a n d s e x u ­

ally sens i t ive t o p i c s — e v e n t h o u g h t h e s e w e r e a m o n g 

t h e m o s t i m p o r t a n t socia l a n d po l i t i ca l t o p i c s o f o u r 

t i m e . " 

Far f r o m i n c r e a s i n g civi l i ty o n c a m p u s — t h e jus t i f i ca ­

t i o n r i tua l ly a d v a n c e d in favor o f c o d e s — D o w n s c o u l d 

see t h a t t h e y w e r e b e i n g aggress ively u s e d t o s i l ence a n d 

harass p e o p l e w h o c h a l l e n g e d t h e ideas t h a t are d e a r t o 

t h e mu l t i cu l t u r a l i s t w o r l d v i e w . T h e m a r k e t p l a c e o f ideas 

was in d a n g e r o f b e i n g r e p l a c e d w i t h a t i m i d s i l ence 

b o r n o f t h e fear t h a t say ing t h e w r o n g t h i n g c o u l d at a n y 

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

du re s . T h e s u p p o s e d sh ie ld for c ivi l i ty was in fact b e i n g 

w i e l d e d as a s w o r d against s t u d e n t s a n d professors w h o 

said a n y t h i n g t h a t b o t h e r e d m e m b e r s o f t h e " p r o t e c t e d " 

g r o u p s . 

T h e first p a r t o f t h e b o o k is a n analysis o f t h e s p e e c h -

c o d e p h e n o m e n o n . D o w n s loca tes t h e roo t s o f t h e 

m o v e m e n t in t h e i l l iberal ins t inc ts o f m a n y a d v o c a t e s o f 

" m u l t i c u l t u r a l i s m , " w h o w a n t t o c r i m i n a l i z e a n y differ­

e n c e o f o p i n i o n w i t h t h e m . A l t h o u g h few h a d r ead H e r ­

b e r t M a r c u s e , t h e spi r i t o f his b o o k Repressive Tolerance 

a n i m a t e s t h e s p e e c h - c o d e en thus ias t s . M a r c u s e a r g u e d 

t h a t free s p e e c h was ac tua l ly repressive b e c a u s e it a l l e g e d ­

ly p u t s tatus q u o ideas in a p o s i t i o n o f " d o m i n a n c e " a n d 

s u p p r e s s e d t h e vo ices o f d issent . H i s s o l u t i o n was t o s u p ­

press ideas c r i t ica l o f his rad ica l M a r x i s t n o t i o n s . 

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

s p e e c h c o d e s was ( and is) t h e i d e o l o g y o f v i c t i m h o o d , 

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

ly in t h e past h o l d special r i gh t s i n t h e p r e s e n t , r i gh t s 

t h a t p r o t e c t t h e m against " h u r t f u l " s p e e c h . D o w n s 

a rgues t h a t t h e effort t o redress h i s to r i ca l w r o n g s 

t h r o u g h t h e r e s t r i c t i o n o f free s p e e c h m e r e l y " i n f a n -

t i l izes" t h e s u p p o s e d benef i c i a r i e s b y r e n d e r i n g t h e m 

i n c a p a b l e o f h a n d l i n g o p e n d i s cou r se . 

T h e s e c o n d p a r t o f t h e b o o k consis ts o f fou r case 

s tudies : C o l u m b i a ' s s e x u a l - m i s c o n d u c t pol icy , t h e a n t i -

free s p e e c h m o v e m e n t at t h e U n i v e r s i t y o f Ca l i fo rn i a , 

t h e s p e e c h c o d e at t h e U n i v e r s i t y o f P e n n s y l v a n i a c u l ­

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

r ise a n d fall o f t h e s p e e c h c o d e s at t h e U n i v e r s i t y o f W i s -

c o n s i n . E a c h s t u d y i n t r o d u c e s t h e r e a d e r t o i nd iv idua l s 

w h o p a r t i c i p a t e d in t h e bat t les a n d t h e i r reasons for h a v ­

i n g d o n e so. T h e s tor ies are r e p l e t e w i t h real v i c t ims 

( s tuden t s a n d professors w h o w e r e p i l l o r i e d for h a v i n g 

o f f e n d e d i n a n i n n o c e n t a n d t r iv ia l w a y s o m e " p r o t e c t -
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B o o k R e v i e w s 

e d " p e r s o n o r g r o u p ) , real vil lains ( the s p e e c h - c o d e 

aggressors a n d a d m i n i s t r a t o r s w h o w e n t a l o n g w i t h t h e i r 

d e m a n d s ) , a n d real h e r o e s ( p e o p l e w h o f o u g h t t h e b l a ­

t a n t un fa i rne s s o f t h e s p e e c h - c o d e p r o c e d u r e s ) . 

O n e o f t h e h e r o e s is Professor A l a n K o r s , w h o 

s i n g l e - h a n d e d l y t o o k o n t h e a d m i n i s t r a t i o n at P e n n 

t o d e f e n d a s t u d e n t f ac ing d i sc ip l ina ry a c t i o n for 

m a k i n g a n a l l eged ly " i n s e n s i t i v e " r e m a r k t o s t u d e n t s 

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

e p i s o d e l a u n c h e d K o r s a n d a t t o r n e y H a r v e y Si lvergla te 

o n a m i s s i o n t o e x p o s e i n f r i n g e m e n t s o n free s p e e c h . 

T h e i r b o o k The Shadow University ( r e v i e w e d in The Free­

man) h e l p e d to m a k e free s p e e c h o n c a m p u s a h o t issue. 

D o w n s s u m s his b o o k u p beaut i fu l ly w i t h a q u o t a ­

t i o n f rom Shi ra D i n e r , t h e W i s c o n s i n v a l e d i c t o r i a n in 

1 9 9 7 : " F o r t h e past four years w e have b e e n c h e a t e d o u t 

o f t h e e d u c a t i o n w h i c h this U n i v e r s i t y s h o u l d b e p r o ­

v i d i n g b e c a u s e o f a s p e e c h c o d e i m p o s e d o n t h e facul ty 

w h i c h restr ic ts w h a t t h e y can a n d c a n n o t say in o u r 

classes. W e have a r i g h t t o b e c h a l l e n g e d w i t h ideas tha t 

are n o t easy a n d m a y h u r t us . W e dese rve n o t h i n g less if 

w e e x p e c t t o f ind t h e t r u t h . " @ 

George Leef (gcorgeleef@aoi.com) is book review editor of T h e Freeman. 

C a p i t a l L e t t e r s 

Capital Letters 

Epstein v. Rogers 
I n " P o p u l a r I n s u r r e c t i o n o n P r o p e r t y R i g h t s " 

( N o v e m b e r 2 0 0 5 ) , R i c h a r d E p s t e i n re fe rences W i l l 

R o g e r s as say ing t h a t h e " n e v e r f o u n d a g o v e r n m e n t 

s p e n d i n g p r o g r a m h e d i d n o t l ike." 

Is th is t h e s a m e W i l l R o g e r s w h o m I 've always a t t r i b ­

u t e d w i t h q u o t e s s u c h as " T h a n k G o d w e d o n ' t ge t all 

t h e g o v e r n m e n t w e p a y for." O r , " T h i s c o u n t r y has g o t ­

t e n w h e r e it is i n spi te o f po l i t i cs ; n o t b e c a u s e o f it ." 

O n e o f us has a p p a r e n t l y mi s sed t h e b o a t h e r e . . . is 

it m e ? 

— B I L L A L L A R D 

Tacoma, WA 

Richard Epstein replies: 
Bill Al lard is r i g h t t o say " G o t c h a " in defense o f t h e 

g rea t W i l l R o g e r s . R o g e r s d id say tha t h e n e v e r m e t a 

m a n h e d idn ' t l ike, a n d I m e a n t t o say tha t Jus t i ce Stevens 

n e v e r f o u n d a t a k i n g tha t h e d idn ' t l ike e i ther . B u t s o m e 

al lusions ge t t o o c o m p l i c a t e d for the i r o w n g o o d . I c e r ­

ta inly d id n o t i n t e n d t o m a k e R o g e r s i n t o a d e f e n d e r o f 

b i g g o v e r n m e n t w h e n t h e r e is a m p l e e v i d e n c e t o t h e 

con t ra ry . So R o g e r s is fully e x o n e r a t e d o f all charges 

against h i m . It is a different s to ry for Jus t i ce Stevens . 

Address your letters to : The Freeman, 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; 
f a x : 9 1 4 - 5 9 1 - 8 9 1 0 . 
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There ' s a r e g g a e s o n g t h a t a d v i s e s , " I f y o u w a n t t o 

b e h a p p y for t h e rest o f y o u r life, n e v e r m a k e a 

p r e t t y w o m a n y o u r wi fe . " M e c h a n i c s have b e e n 

a c c u s e d o f c h a r g i n g w o m e n h i g h e r p r i c e s for e m e r ­

g e n c y r o a d repa i r s . Ai r l ines c h a r g e bus iness t ravelers 

h i g h e r p r i c e s t h a n tou r i s t s . C a r - r e n t a l c o m p a n i e s a n d 

h o t e l s o f t en c h a r g e c h e a p e r ra tes o n w e e k e n d s . T r a n s ­

p o r t a t i o n c o m p a n i e s o f t en g ive s e n i o r - c i t i z e n a n d s t u ­

d e n t d i s c o u n t s . P r o s t i t u t e s c h a r g e s e r v i c e m e n h i g h e r 

p r i c e s t h a n t h e i r i n d i g e n o u s c l i en te l e . G a s o l i n e s ta t ions 

o n in t e r s t a t e h i g h w a y s c h a r g e h i g h e r 

p r i c e s t h a n t h o s e off t h e in t e r s t a t e . 

W h a t are w e t o m a k e o f all o f this d i s ­

c r i m i n a t i o n ? S h o u l d s o m e b o d y not i fy 

t h e U . S . a t t o r n e y gene ra l ? 

T h e fact t h a t sellers c h a r g e p e o p l e 

different p r i c e s for w h a t o f t en a p p e a r 

t o b e s imi lar p r o d u c t s is r e l a t ed t o a 

c o n c e p t k n o w n as e l a s t i c i t y o f 

d e m a n d , b u t w e w o n ' t ge t b o g g e d 

d o w n w i t h e c o n o m i c j a r g o n . T h i n k 

a b o u t s u b s t i t u t e s . T a k e t h e r e g g a e 

song 's a d v i c e a b o u t n o t t a k i n g a p r e t ­

ty w o m a n as a wi fe . P r e t t y w o m e n are 

des i red a n d s o u g h t after b y m a n y m e n . 

A n a t t rac t ive w o m a n has m a n y subs t i ­

tu t e s for y o u , a n d as s u c h , she c a n 

p l ace m a n y d e m a n d s o n y o u . A h o m e ­

ly w o m a n has far f ewer subs t i tu tes for 

y o u a n d c a n less easily r ep l ace y o u . 

H e n c e , she m i g h t b e n i c e r t o y o u , m a k i n g w h a t e c o n o ­

mists call " c o m p e n s a t i n g di f ferences ." 

It's all a m a t t e r o f subs t i tu tes for t h e g o o d o r s e rv i ce 

i n q u e s t i o n a n d t h e buyer ' s w i l l i ngnes s t o p a y a h i g h e r 

p r i c e . Bus iness t ravelers h a v e less f lexibi l i ty i n t h e i r a i r -

t ravel c h o i c e s t h a n tou r i s t s . W o m e n gene ra l l y see t h e m ­

selves as h a v i n g f ewer a l t e rna t ives for e m e r g e n c y a u t o 

repa i r s . A m a n m i g h t h a v e m o r e k n o w l e d g e a b o u t m a k -

The fact that sellers 
charge people 
different prices for 
what often appear to 
be similar products is 
related to a concept 
known as elasticity 
of demand, but we 
won't get bogged 
down with economic 
jargon. 

i n g t h e r epa i r o r b e m o r e w i l l i n g t o r i sk h i t c h h i k i n g o r 

w a l k i n g . A p r o s t i t u t e m i g h t see a sai lor o n s h o r e leave as 

h a v i n g f e w e r s u b s t i t u t e s , n o t t o m e n t i o n p e n t - u p 

d e m a n d , for h e r serv ices t h a n t h e area's r es iden t s . 

M o t o r i s t s t r ave l ing f r o m ci ty t o c i ty are less l ikely t o 

h a v e i n f o r m a t i o n a b o u t c h e a p e r gaso l ine p r i c e s t h a n 

loca l r e s iden t s . 

Po l i t i c ians s e e m t o i g n o r e t h e idea o f subst i tu tabi l i ty , 

name ly , w h e n t h e p r i c e o f s o m e t h i n g c h a n g e s p e o p l e 

r e s p o n d b y s e e k i n g c h e a p e r subs t i tu tes . N e w Y o r k C i t y 

ra ised c iga re t t e taxes , t h e r e b y m a k i n g a 

p a c k o f c igare t tes $ 7 . W h a t h a p p e n e d ? 

A f l o u r i s h i n g c iga re t t e b l ack m a r k e t 

e m e r g e d . 

I n 1 9 9 0 , w h e n C o n g r e s s i m p o s e d a 

l u x u r y t ax o n yach t s , p r i v a t e a i rp lanes , 

a n d e x p e n s i v e a u t o m o b i l e s , S e n a t o r 

T e d K e n n e d y a n d t h e n - S e n a t e M a j o r ­

i ty L e a d e r G e o r g e M i t c h e l l c r o w e d 

p u b l i c l y a b o u t h o w t h e r i c h w o u l d 

finally b e p a y i n g t h e i r fair share o f 

taxes . B u t y a c h t re ta i lers r e p o r t e d a 7 7 

p e r c e n t d r o p in sales, a n d b o a t bu i l de r s 

laid off a n e s t i m a t e d 2 5 , 0 0 0 w o r k e r s . 

W h a t h a p p e n e d ? K e n n e d y a n d 

M i t c h e l l s imp ly a s s u m e d t h a t t h e r i c h 

w o u l d b e h a v e t h e s a m e w a y after t h e 

i m p o s i t i o n o f t h e l u x u r y t ax as t h e y 

d i d b e f o r e a n d t h e o n l y d i f fe rence 

w o u l d b e m o r e m o n e y in g o v e r n m e n t 

coffers. T h e y h a d a ze ro -e l a s t i c i ty v i s i o n o f t h e w o r l d , 

name ly , t h a t p e o p l e d o n o t r e s p o n d t o p r i c e c h a n g e s . 

P e o p l e always r e s p o n d , a n d t h e o n l y d e b a t a b l e issue is 

h o w m u c h a n d ove r w h a t p e r i o d . 

T h i s elast ici ty c o n c e p t is n o t r e s t r i c t e d t o w h a t are 

Walter Williams is the John M. Olin Distinguished Professor of Economics 
at George Mason University. 
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W a l t e r E . W i l l i a m s 

g e n e r a l l y s e e n as e c o n o m i c m a t t e r s ; it appl ies t o v i r t u a l ­

ly all h u m a n b e h a v i o r . W h e n a p a r e n t asks his ch i ld , 

" H o w m a n y o f y o u r p r iv i l eges m u s t I t ake away t o ge t 

y o u t o b e h a v e ? " that 's real ly a n elast ici ty q u e s t i o n . I n 

o t h e r w o r d s , h o w g rea t m u s t t h e p u n i s h m e n t b e for t h e 

c h i l d t o m i s b e h a v e less? It's easy t o see h o w t h e e las t ic i ­

ty c o n c e p t appl ies t o l a w e n f o r c e m e n t as we l l . W h a t 

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

i s h m e n t t o ge t c r i m i n a l s t o c o m m i t less c r i m e ? 

E c o n o m i c t h e o r y is b r o a d l y app l icab le . H o w e v e r , a 

socie ty ' s p r o p e r t y - r i g h t s s t r u c t u r e in f luences h o w t h e 

t h e o r y wi l l man i f e s t itself. It's t h e s a m e w i t h t h e t h e o r y 

o f gravi ty. W h i l e it t o o is b r o a d l y app l icab le , a t t a c h i n g a 

p a r a c h u t e t o a fal l ing o b j e c t affects h o w t h e l a w o f g r a v ­

i ty mani fes t s itself. T h e p a r a c h u t e d o e s n ' t null ify t h e l a w 

o f gravity. L ikewi se , t h e p r o p e r t y - r i g h t s s t r u c t u r e d o e s n ' t 

null ify t h e laws o f d e m a n d a n d supply. 

P r o p e r t y r i gh t s refer t o w h o has exc lus ive a u t h o r i t y 

t o d e t e r m i n e h o w a r e s o u r c e is u sed . P r o p e r t y r i gh t s are 

said t o b e c o m m u n a l w h e n g o v e r n m e n t o w n s a n d 

d e t e r m i n e s t h e use o f a r e s o u r c e . T h e y are p r i v a t e w h e n 

it's a n i n d i v i d u a l w h o o w n s it a n d has t h e exc lus ive r i g h t 

t o d e t e r m i n e h o w it is u sed . P r i v a t e p r o p e r t y r i gh t s also 

c o n f e r o n t h e o w n e r t h e r i g h t t o k e e p , a c q u i r e , sell, a n d 

e x c l u d e f r o m use p r o p e r t y d e e m e d his . 

P r o p e r t y r i gh t s m i g h t b e w e l l - d e f i n e d o r i l l -de f ined . 

T h e y m i g h t b e c h e a p l y e n f o r c e a b l e o r cos t ly t o en fo rce . 

T h e s e a n d o t h e r fac tors p lay a s ignif icant ro le i n t h e o u t ­

c o m e s w e o b s e r v e . Let 's l o o k at a f ew o f t h e m . 

A h o m e o w n e r has a g r e a t e r s take in t h e house ' s 

fu tu re v a l u e t h a n a r en t e r . E v e n t h o u g h h e w o n ' t b e 

a r o u n d 5 0 o r 1 0 0 years f r o m n o w , its fu tu re h o u s i n g 

serv ices f igure i n t o its c u r r e n t se l l ing p r i c e . T h u s h o m e ­

o w n e r s t e n d t o h a v e a g r e a t e r c o n c e r n for t h e care a n d 

m a i n t e n a n c e o f a h o u s e t h a n a r en t e r . O n e o f t h e ways 

h o m e o w n e r s ge t r e n t e r s t o share s o m e o f t h e in teres ts o f 

o w n e r s is t o r e q u i r e s e c u r i t y depos i t s . 

H e r e ' s a p r o p e r t y - r i g h t s test q u e s t i o n . W h i c h e c o ­

n o m i c e n t i t y is m o r e l ikely t o pay g r e a t e r a t t e n t i o n t o 

t h e w i s h e s o f its c l i en te l e a n d seek t h e m o s t efficient 

m e t h o d s o f p r o d u c t i o n ? Is it a n e n t i t y w h o s e d e c i s i o n ­

m a k e r s are a l l o w e d t o k e e p for t hemse lves t h e m o n e t a r y 

ga in f r o m p leas ing t h e c l i en te le a n d s e e k i n g efficient 

p r o d u c t i o n m e t h o d s , o r is it an en t i t y w h o s e d e c i s i o n ­

m a k e r s have n o c l a im t o t h o s e m o n e t a r y rewards? If y o u 

said it is t h e f o r m e r , a for -prof i t enti ty, g o t o t h e h e a d o f 

t h e class. 

W h i l e t h e r e are sys temic differences b e t w e e n fo r -

prof i t a n d n o n p r o f i t en t i t i es , d e c i s i o n - m a k e r s i n b o t h t ry 

t o m a x i m i z e r e t u r n s . A d e c i s i o n - m a k e r for a n o n p r o f i t 

w i l l m o r e l ikely seek i n - k i n d gains , s u c h as p l u s h ca rpe t s , 

l e i sure ly w o r k h o u r s , l o n g vaca t ions , a n d c l i en te le 

favor i t i sm. W h y ? U n l i k e his for -prof i t c o u n t e r p a r t , t h e 

m o n e t a r y gains f r o m efficient b e h a v i o r are n o t his p r o p ­

erty. Also , s ince a n o n p r o f i t d e c i s i o n - m a k e r can ' t c a p t u r e 

for h i m s e l f t h e gains a n d d o e s n ' t suffer losses, there ' s 

r e d u c e d p ressure t o p lease c l i en te le a n d seek leas t -cos t 

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

Tax-Wrought Changes 

Yo u say,"Professor W i l l i a m s , for -prof i t en t i t i es s o m e ­

t i m e s h a v e p l u s h c a r p e t s , have j u i c y e x p e n s e 

a c c o u n t s a n d b e h a v e in ways n o t u n l i k e nonpro f i t s . " 

Y o u ' r e r i g h t , a n d again , it's a p r o p e r t y - r i g h t s issue. Taxes 

c h a n g e t h e p r o p e r t y - r i g h t s s t r u c t u r e o f e a r n i n g s . If 

there ' s a t ax o n profi ts , t h e n t a k i n g profits i n m o n e t a r y 

f o r m b e c o m e s m o r e costly. It b e c o m e s relat ively less 

cos t ly t o t ake s o m e o f t h e gains in n o n m o n e t a r y f o r m s . 

It's n o t j u s t m a n a g e r s w h o b e h a v e this way. Say y o u ' r e 

o n a bus iness t r ip . U n d e r w h i c h s c e n a r i o w o u l d y o u 

m o r e l ikely stay at a $ 5 0 - a - n i g h t h o t e l a n d eat at B u r g ­

e r K i n g ? T h e first s c e n a r i o is w h e r e y o u r e m p l o y e r gives 

y o u $ 1 , 0 0 0 a n d tells y o u t o k e e p w h a t ' s left over. T h e 

s e c o n d is w h e r e h e tells y o u to t u r n in a n i t e m i z e d list 

o f y o u r e x p e n s e s a n d he ' l l r e i m b u r s e y o u u p t o $ 1 , 0 0 0 . 

In t h e first case, y o u c a p t u r e for y o u r s e l f t h e gains f rom 

f i n d i n g t h e c h e a p e s t w a y o f c o n d u c t i n g t h e t r ip , a n d in 

t h e s e c o n d , y o u d o n ' t . 

T h e s e e x a m p l e s are m e r e l y t h e t ip o f t h e effect t ha t 

p r o p e r t y r igh t s have o n r e s o u r c e a l loca t ion . It's o n e o f 

t h e m o s t i m p o r t a n t top ics i n t h e relat ively n e w d i sc i ­

p l i n e o f l a w a n d e c o n o m i c s . (f| 
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