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PERSPECTIVE
To Be Is to Choose

Left and right critics of free markets some-
time level the criticism that capitalism encour-
ages crass consumerism and materialism.
Stores and malls proliferate, offering round
the clock a dizzying array of products that
people did perfectly well without not so long
ago. A well-known conservative journalist/
political aspirant once said to me, “You've
walked through the mall. Do we really need
all those things?”

Some people—even some consumers—are
bothered by the number of choices within cat-
egories of products. The New York Times
recently carried a report of studies by a pro-
fessor of psychology and a professor of busi-
ness which purport to show that consumers
can get overwhelmed with too many choices.
Mark R. Lepper, chairman of Stanford Uni-
versity’s psychology department, told the
Times, “One can go too far in the process of
offering choices and when we are confronted
with an array of choices that is larger than we
can manage, it has negative effects.”

According to the Times:

Dr. Edward L. Deci, a professor of psy-
chology at the University of Rochester who
studies human motivation [and who did not
conduct the studies], said that “having
more than an optimal number of options is
not necessarily a motivating factor, as these
studies have nicely shown.”

“It’s very important for people to have
choices, to be able to decide what’s mean-
ingful for them,” he added. “But you can
get overloaded with it, just as you can any-
thing else.”

Well, okay. There’s a grain of truth here.
We’ve all been bewildered at one time or
another by a large variety of products. But we
manage, don’t we? We ask friends about their
experiences or we read product reviews or find
any number of ways to winnow the selection
down to a manageable number.

Furthermore, what is an optimal number of
choices for one person is suboptimal for



someone else. Should the least competent at
dealing with choices set the standard for
everyone else?

The availability of many choices need not
instill materialism or befuddlement. Each
individual is still in charge of his conduct and
his life. Choice is the consequence of free-
dom, so at the moment of exasperation, con-
sider the alternative. The range of choice
under socialism satisfied no one, including
the rulers who managed to procure Western
goods.

Complaining about the sumptuous buffet
that capitalism sets before us is like railing
against 24-hour all-you-can-eat restaurants.
The existence of those restaurants does not
imply that you should eat all you can 24 hours
a day. It simply says, “We’re here when you
want us”” The same with the rest of the
marketplace.

You don’t have to consume everything you
see. It’s just there when you want it. Exercise
self-responsibility and prosper.

* ok ok

April is the cruelest month, thanks to the
Sixteenth Amendment to the U.S. Constitu-
tion and the U.S. Congress. How is a civilized
person to cope? Ted Roberts commiserates.

The late nineteenth century was a remark-
ably good time for the people of the United
States. But it’s not usually portrayed that way.
Andrew Bernstein identifies the era’s distin-
guishing characteristic.

When a multinational corporation sets up
shop and hires lots of poor, unemployed peo-
ple at low wages, many people consider this
outrageous exploitation—except. . . . Ralph
Hood discusses the exception.

Too often the market order is thought to be
amoral. In fact, as Nathaniel Branden
explains, it is rooted deeply in the morality of
self-responsibility.

The World Wide Web has made possible
global auctions for all kinds of products,
including rare collectibles. But how does the

process overcome the risk of fraud? Aaron
Steelman draws on his firsthand experience to
answer that question.

In recent years we have witnessed the spec-
tacle of the law’s being used to undermine the
rule of law. The results have been catastroph-
ic, according to James Bovard.

Government historically has accrued power
by scaring people about one imminent danger
or another—usually bogus. James Payne says
that’s what the government is doing with
terrorism.

The anti-gun lobby has opened a new,
public-health front, with the help of the
medical establishment and its prestigious
journals. According to Dr. Miguel Faria, it’s
junk medicine.

The drug czar in the last administration
found a new problem just as he was leaving
office: the drug threat among chess players.
George Leef wonders what the czar has been
smoking.

In the philosophical literature, rights come
in two varieties: negative and positive. Or, as
Tibor Machan shows, authentic and counter-
feit.

Our columnists set forth a delectable smor-
gasbord of provocative goodies this month:
Donald Boudreaux cautions against reifica-
tion of abstractions such as “the nation”
and “the market.” Lawrence Reed explains the
California power crisis. Doug Bandow mar-
vels at the endurance of congressional incum-
bents. Dwight Lee applies economic princi-
ples to the environment. Mark Skousen sees a
better way to do national income accounting,.
Walter Williams offers his take on racial pro-
filing. And Christopher Lingle responds to
those who believe rising energy prices will
ignite inflation, “It Just Ain’t So!”

Books on charter schools, monopoly, the
rule of law under Clinton, mutual-aid soci-
eties, the ethics of self-interest, and the
anthropology of trade grab our reviewers’
attention this month.

—SHELDON RICHMAN



Thougshts on Freedom

by Donald J. Boudreaux

The Will of the Market?

Common to all intellectual assaults on lib-
erty is groupthink. It’s easy to lose sight
of each person’s indissoluble individuality—
the root justification for liberty—when we
speak and think in aggregates such as “the
nation,” “society,” or “the market.”

These terms, by themselves, are unobjec-
tionable. Indeed, they are shorthand often
useful for economy and elegance of expres-
sion. But in the hands of careless or devious
thinkers these terms too often are taken to
refer to things mystical rather than real. In
fact, nothing sentient in reality corresponds
to the “the nation,” “society,” or “the market.”
Nothing described by these terms has any
ethical standing. These things aren’t real in
the same way that individuals are real-—noth-
ing called a “nation” or “society” or “the mar-
ket” has feelings, memories, plans, or wishes.
No nation, or society, or market has ever
desired or refused or rejoiced in or lamented
anything. Emotions are experienced only by
individuals; plans are formulated only by
individuals; actions are carried out only by
individuals.

To suppose otherwise is to impute life to
labels; it is to treat these labels as if they were
sentient creatures. It is, in short, to wallow in
irrationality. And irrationality is, as it ever
was, an enemy of sound thinking.

The Cato Institute’s Tom Palmer often
quotes the late Parker T. Moon, who taught
history at Columbia University, to make this
vital point:

Donald Boudreaux (dboudreaux@yfee.org) is presi-
dent of FEE.

Language often obscures truth. More
than is ordinarily realized, our eyes are
blinded to the facts . . . by tricks of the
tongue. When one uses the simple mono-
syllable “France” one thinks of France as a
unit, an entity. When to avoid awkward
repetition we use a personal pronoun in
referring to a country—when for example
we say “France sent her troops to conquer
Tunis”—we impute not only unity but per-
sonality to the country. The very words
conceal the facts and make international
relations a glamorous drama in which per-
sonalized nations are the actors, and all too
easily we forget the flesh-and-blood men
and women who are the true actors. How
different it would be if we had no such
word as “France,” and had to say instead—
thirty-eight million men, women and
children of very diversified interests and
beliefs, inhabiting 218,000 square miles of
territory! Then we should more accurately
describe the Tunis expedition in some such
way as this: “A few of these thirty-eight
million persons sent thirty thousand others
to conquer Tunis.” This way of putting the
fact immediately suggests a question, or
rather a series of questions. Who are the
“few”? Why did they send the thirty thou-
sand to Tunis? And why did these obey?*

Moon’s point is undeniably true. And yet
failure to grasp this straightforward truth con-

*Parker Thomas Moon, Imperialism and World Politics (New
York: Macmillan, 1928).



tinues to mislead scores of professors, pun-
dits, and politicians.

Consider, for example, the claims of
Thomas Frank, a budding hero of the left,
whose new book criticizing capitalism, One
Market Under God: Extreme Capitalism,
Market Populism, and the End of Economic
Demaocracy, is drawing lots of attention. In a
review he wrote in 1999 for The Atlantic
Monthly, Frank asserted that “the market will
not tolerate any sort of political activity
beyond its very narrow spectrum of permissi-
ble beliefs” and that the United States is “a
country in whose image markets quite natu-
rally wish to remake the world.”

Overlook Frank’s wildly mistaken conclu-
sions. Focus instead on his rhetoric and what
it reveals about how he sees the world. He
accuses the market of being a conscious
thing—something with a mind and a will of
its own—something that can be intolerant—
something with wishes.

How ludicrous. The term “the market” is
simply a label for the complex of countless
voluntary interactions among millions upon
millions of people. Each person, to the extent
that he is free, chooses how to spend and save
his resources and how to acquire more
resources. The only constraints on a free man’s
choices are those imposed by nature and the
choices of his fellow free human beings.

Economics and history amply demonstrate
that private property rights and the resulting
free market channel people’s actions into
those arenas that yield great benefit not
only for the acting individual but also for
untold numbers of his kin, friends, neighbors,
and fellow citizens. Indeed, almost every
action on a free market benefits millions of
strangers around the globe, anywhere the
market touches.

Following Parker Moon’s example, we can
profitably unpack assertions about what the
market “does” or “wants.” For example, when
Thomas Frank insists that “the market” wants

to remake the world into an image of the Unit-
ed States, what he should say is something
like the following:

When left free by government to spend
their money as they wish, people around
the world spend it very much as Americans
spend their money. Non-Americans, when
they break loose of the fetters of govern-
ment regulation, choose to buy lots of Big
Macs, shop at big-box retailers, frequent
Starbucks coffee shops, go to Hollywood
movies in giant cinemaplexes, and general-
ly spend their money just as people in Ana-
heim, St. Louis, and Providence spend
theirs. Moreover, entrepreneurs and corpo-
rations cater to these wishes. These con-
sumer choices, and suppliers’ responses to
them, will make places such as Paris,
Bucharest, and Seoul culturally indistin-
guishable from places such as Oakland,
Dallas, and Richmond.

There can be no question that the market
does not generate most of the outcomes
feared by Frank and other market critics. But
even if it did—even if everyone around the
world, when given freedom, would choose to
eat only at KFC and shop only at Wal-Mart—
these outcomes would be nothing more than
the results of voluntary choices of free people.

No sentient creature plans market out-
comes. No sentient creature could plan such
outcomes. (Those who doubt this claim can
consult Leonard Read’s classic essay “I, Pen-
cil” for a brilliant explanation.) That’s one of
the great benefits of the market: it denies to
everyone the power to impose his or her will
on others. When Thomas Frank and other
market critics write about the market as if it
had a will that is imposed on others, they have
it precisely backward. Only through coercion
can anyone impose his will on others. That’s
why the state is so dangerous—and why the
market is not. (Il
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Rising QOil Prices Create
Inflation?

It Just Ain't So!

With oil prices rising rapidly and the euro
and the Australian dollar declining
sharply (to name only two currencies to fall
persistently), it appears that a rough road is
ahead for the world’s economies. Perhaps the
biggest concern for those countries which
import oil is that a new wave of inflation will
sweep over them. After all, isn’t it likely that
inflationary pressures could force interest
rates upward and cause a slowdown in eco-
nomic growth?

These fears have been compounded by an
International Monetary Fund (IMF) report in
its “World Economic Qutlook” announcing
that rising oil prices might trigger inflationary
pressure in most economies.

Once again, the IMF economists have got it
wrong. Rising oil prices cannot be viewed as
the primary cause of inflation: not now, not
ever.

In the first place, most industrialized
economies have a smaller weight assigned to
oil and energy in the basket of consumer
goods that are used to measure inflation—
assuming for the moment that that really mea-
sures inflation. The diminished weight for
energy reflects a declining importance of
industrial production in those countries as
they shift to services and information technol-
ogy.

The overall picture for emerging market
economies is slightly more complicated since
most of their currencies have fallen against
the dollar. Given that all contracts for oil
products throughout the world are denominat-
ed in U.S. dollars, those countries are hit with
a double whammy. Yet quite a few emerging
market economies are benefiting from the

price rises since they are net exporters of
petroleum (for example, Indonesia, Malaysia,
Mexico, and Venezuela). And then some
emerging market economies have also
decreased their dependency on oil imports.
For example, Thailand’s oil purchases as a
percent of total imports are down from 25 per-
cent in the 1970s to about 8 percent.

The Real Problem:
Central Banking

In all events, inflation is unlikely to be a
problem in any country unless its central bank
expands the rate of growth of the money sup-
ply to support levels of consumption seen
before the upsurge in oil prices. If the banks
abstain from increasing the money supply,
consumers and producers will behave ratio-
nally and decrease their use of oil products to
offset the higher prices.

The simple truth is that, by themselves,
rising oil prices cannot cause inflation. Most
people seem to have forgotten the hard-
earned lesson that inflation occurs when too
much new money or credit is pumped into the
economy.

A more likely scenario is a slowdown in
GDP growth, especially in the emerging mar-
ket economies. Estimates for the effect of oil
prices’ remaining at about $33 a barrel sug-
gest that GDP growth in industrial economies
would fall by one-quarter to one-half of a per-
centage point next year while the effect on
emerging economies might be double.

This will be worsened if governments are
tempted to provide subsidies to offset rising
oil prices. In response to a protest by local
farmers, Thailand’s government paid more
than $25 million. Such politically motivated
actions will only hide the costs and shift them
to the long term.

Now, what to do about those currencies that
have fallen so precipitously against the U.S.
dollar? Unfortunately, governments cannot do
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much that will make matters better. What is
worrying is that there will be some temptation
to raise interest rates to prop up their curren-
cies. This would only make things much
worse.

In all events, the connection between for-
eign exchange (Forex) values and key eco-
nomic variables is different from what it was
in the past. Among these key variables were
relative rates of inflation (lower inflation;
stronger currency), relative rates of interest
(higher interest rates; stronger currency), rel-
ative performance of the economy (higher
growth; stronger currency), and expectations
about the future (optimism about local econ-
omy’s performance; stronger currency). In
the past, trade flows were perhaps the most
important single determinant of Forex
values.

But that was then. Now capital markets are
increasingly efficient and remarkably global.
More than a trillion dollars are traded each
day, an amount more than ten times what is
needed to pay for trade transactions. In the
end, attempts by governments to manipulate
their currencies using their foreign reserve
balances or monetary policy will be less
effective.

If countries with weak currencies wish to
avoid inflation, they need not worry about ris-
ing oil prices per se. As Milton Friedman has
said, “Inflation is everywhere and always a
monetary phenomenon.” Governments and
citizens would do well to remember this
adage. ]

—CHRISTOPHER LINGLE
(CLINGLE@ufm.edu.gt)
Universidad Francisco Marroquin

“Mark your calendar for FEE’s 2001 Donor Retreat!”

Foundation for
Economic
Education

Celebrate Frederic Bastiat's 200th Birthday
at FEE’s 2001 Donor Retreat

Carcassonne, France
Hotel de la Cité
June 27 — July 1, 2001

For more information, please contact Nicole Gray at (914) 591-7230, ext. 212 or by e-mail at ngray@fee.org.
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Beware the Ides of April

(Plus Two)

by Ted Roberts

pril 15, two days after the Ides of April.

A day of infamy that causes the sour-
hearted taxpayer to shudder and wish a warp
of time would wash over him and carry him to
seventh-century Notaxylvania, an idyllic
kingdom where the caliph only took the new-
born lambs and SO pounds of dried dates a
year. But the retentive taxpayer smiled behind
his hand because safe and secure beneath the
sandy floor of his tent lay his hoard of silver
simoleons.

Why do the faint-hearted fantasize about
Notaxylvania and cringe at Uncle Sam'’s
annual fundraiser? Why aren’t we reconciled
to handing a significant share of our earnings
to an unknown bureaucrat who never had us
over for supper? Why don’t we solace our-
selves with the thought that many of our
bucks will supply jobs for the tax collector’s
talented Uncle Joe and Aunt Emma—so tal-
ented, in fact, that they can run the state’s
administrative machinery without even show-
ing up at the office!

The pittance of our remaining contribution
will go to build a constituency for the caring
politician who’s taken the heavy task of
wealth distribution off our shoulders. How
could we uninformed taxpayers sprinkle our
dollars around our poverty-stricken society
without exhibiting a bias toward the worthy
unfortunates in our own circle of friends and

Ted Roberts (ted@HiWAAY.net) is a freelance writer
in Huntsville, Alabama, who often writes on public-
policy issues.

relatives? And would that be fair? And if we
who earned the bucks passed out those fat
envelopes, the beneficiaries would be grateful
to us, not Senator Porkheart. So he might not
stay in office. And we’d be totally vulnerable
to the sin of self-glorification, provoked by
our largess.

Moses Maimonides, a twelfth-century
philosopher and Talmudic scholar, wrote
extensively on charity and the problem of
donor arrogance. He constructed many levels
of charity, The supreme gift, according to
Maimonides, is not goods or money, but
employment or an opportunity for self-
sufficiency. Much of his concern dealt with
the dignity of the recipient and the anonymity
of the donor—how to hide the connection
between giver and taker. If A gives to B, he
might revel in his power over B. Maybe better
that A gives to C, who transfers the gift to B,
thereby shielding B from A’s pride. Almost a
thousand years after Maimonides pondered
this conundrum, it’s solved by Senator Pork-
heart and his pals. We givers are totally
anonymous. A United States congressman is
the only philanthropist who gives away some-
body else’s money.

Pick Your Own Beneficiaries

Maybe we could avoid our lust for gratitude
by designating not an individual, but a cate-
gory of beneficiaries? Why not a block on the
1040 where we can designate groups—any
community we choose, by race, gender, reli-
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gion, occupation. Even regionally. Like the
sixth-grade school teachers of Gadsden,
Alabama, or the Battered Women’s Shelter in
Peorta, Illinois. Or Korean War veterans south
of the Waxahatchie River. Or all the teenagers
in Oakland, California, who don’t have a Sun-
day suit of clothes.

Congressman Porkheart is dying to sprinkle
amill or two on his constituents in Detroit. But
you hate Detroit. You'd rather spend the money
on pineapple upside-down cakes for the needy
of Chicago. Your money—your whim.

Some of us pine for the old days when the
feudal aristocracy granted tax exemptions to
whole towns and villages. If a local saved the
kingdom by pulling his liege lord out of the
duck pond, or by diverting the village cesspool
into his liege lord’s enemy’s well, or stuck a
sword in his liege lord’s enemy, great—no
taxes for the whole village. It was a time-
honored tradition. For example, Joan of Arc’s
hamlet of Domrémy went tax-free because of
her heroic feats. Naturally, as the word spread,
tax-oppressed peasants moved in from miles
around. Grateful villagers muttered Matins
every morning for their benefactress.

This has never happened in my village. Last
year I met our IRS benefactors personally
because my return was filled in with a No. 8
pencil and contained 42 erasures. They invit-
ed me down for coffee and doughnuts. It was
a close encounter of the fourth kind.

I purposely dressed down for the occasion
in a holey T-shirt and shorts that used to be
boxer underwear—when they were new. I
looked so bad they frisked me when I walked
in. But all they found was a pad of blank

restaurant checks that I'd concealed in my
sock. I was well armed for a grilling on my
business expenses, but shockingly the offen-
sive was aimed at my Sunday school travel
expenses!

Me: “I tell you I teach Sunday school three
times a week—it’s 100 miles away—that’s 52
weeks times three sessions a week times 200
miles. I drive both ways. (You expect me to
walk home after two hours on my feet lectur-
ing against dishonesty?) So that’s how 1 got
31,200 miles at 27 cents a mile. And that’s
exactly what I put on line 152C. Right?”

Aggressive auditor: “It is only correct if I
grant your two basic assumptions that there
are three Sundays in a week and you live in
Huntsville, Alabama, and teach Sunday
school in Chattanooga.”

Me: “I can prove without reasonable
doubt I live in Huntsville, Alabama—and 1
can prove that there are houses of worship in
Chattanooga.”

We eventually compromised and put the
site of my moral instruction in Brooklyn—
Alabama, that is.

Remember Robin Hood, a man ahead of his
time? He, too, stole from the rich (anybody
who owned two matching shoes or a belt
instead of a rope around his waist) and gave
to the poor——minus an ale and roast-beef
allowance for the merry band of brigands. In
those simple days travelers on less-than-
urgent business made a 50-mile detour to
avoid Sherwood Forest. Today, all roads lead
through Sherwood Forest. Maimonides,
though a great fan of philanthropy, would
have hated the lack of choice. U
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The Inventive Period

by Andrew Bernstein

n issue of American Heritage (Novem-

ber 1999), a magazine devoted to ana-
lyzing important cultural issues in U.S. histo-
ry, contains an article that provides ample
clues to the true nature of late nineteenth-
century America. The piece, “People of
Progress,” features the greatest innovators of
the twentieth century, and takes as its point of
departure Christian Schussele’s famed 1862
painting, “Men of Progress,” a depiction of 19
great American inventors and creative
thinkers of the first half of the nineteenth
century.

Schussele’s painting portrays such men as
Cyrus McCormick (1809-1884), the inventor
and manufacturer of the reaping machine
and other agricultural equipment; Charles
Goodyear (1800-1860), who created the vul-
canization process that made rubber useful;
Samuel Colt (1814-1862), the gun inventor
and manufacturer; Peter Cooper (1791-1883),
the builder of the first American steam loco-
motive; Samuel Morse (1791-1872), the
innovative thinker responsible for both the
electric telegraph and the Morse Code;
William Morton (1819-1868), the dentist
who co-discovered ether’s use as an anesthet-
ic; and Elias Howe (1819-1867), inventor of
the sewing machine. These, as well as 12
other equally accomplished thinkers and
inventors, form the subject of Schussele’s
masterpiece.

Andrew Bernstein teaches philosophy at Pace Uni-
versity and is working on a book, The Capitalist
Manifesto.
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The administrators of the Cooper Union for
the Advancement of Science and Art (found-
ed by industrialist and inventor Peter Cooper
in 18591) recently commissioned one of its
leading graduates, the artist Edward Sorel, to
paint a sequel to Schussele’s work—a portrait
of 20 innovative Americans who changed the
world in the twentieth century. Sorel, with
assistance from the editors of American Her-
itage and American Heritage of Invention &
Technology, chose the subjects. Not surpris-
ingly, some of the geniuses depicted started
their brilliant careers in the second half of the
nineteenth century.

Anti-capitalist historians regularly refer to
this era as “the Gilded Age” and deride its
great industrialists as “Robber Barons.” They
claim that its extensive industrial develop-
ment was achieved by means essentially
tawdry and unprincipled. They are profound-
ly mistaken and have failed to identify the
essence of the era. It must be known as the
Inventive Period.

In Schussele’s painting, Benjamin Franklin
looks down on those assembled as both
inspiration and presiding genius. Sorel
grants this honor to Thomas Edison. Edison
(1847-1931) is the exemplar of his age. He
is widely known as the inventor of the elec-
trical lighting system, the phonograph, the
electric generator, and the motion-picture
projector. He also later coordinated movies
with phonographic sound to create the
world’s first multi-media presentation. But
Edison is by no means alone in exemplifying
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COURTESY GEORGE EASTMAN HOUSE

George Eastman (1854-1932)

the scientific/technolog-
ical genius of the per-
iod. Sorel’s portrait pro-
jects numerous other
great minds.

Among them are
George Washington Carv-
er (1864-1943), the bril-
liant black American

COURTESY CHICAGO HISTORICAL SOCIETY

Cyrus West Field (1819~1892)

nineteenth-century
thinkers who are includ-
ed in neither painting.
Here we can cite merely
a few. One is George
Eastman (1854-1932),
who in 1884 patented
the first film in roll form
to prove practical. In

botanist and agronomist,
who developed a new
type of cotton, Carver’s Hybrid. Born a slave,
he is most famous for developing sweet pota-
toes and peanuts as leading crops, but he also
invented hundreds of plant-based products,
taught methods of soil improvement and, by
means of his discoveries, induced southern
farmers to grow crops other than cotton. Also
included is Charles Steinmetz (1865-1923),
the German immigrant who went to work
for General Electric as its first director of
rescarch and development and in the 1890s
pioneered the understanding of electrical
transmission.

Neglected Geniuses

Since Schussele’s portrait concentrates on
the carly nineteenth century and Sorel’s on
the twentieth, there are many great late-

William Le Baron Jenney (1832-1907)

1888 he revolutionized
photography by perfect-
ing his Kodak camera, and in 1892 estab-
lished the Eastman-Kodak Company, one of
the first to mass-produce standardized photo-
graphic equipment. Another is Cyrus W. Field
(1819-1892), an entrepreneur whose interest
in transoceanic telegraphy led to the comple-
tion in 1866 of the transatlantic cable. Field
later was instrumental in laying the cable that
linked the United States to Australia and Asia
by way of Hawaii.

The advances in architecture wrought by
William Le Baron Jenney (1832—1907) and
Louis Sullivan (1856-1924) must not be over-
looked. Jenney, an engineer in the Union
Army during the Civil War, settled in Chicago
and opened an architectural office. He pio-
neered the use of metal-frame construction
for large buildings, which he first employed in
the Home Insurance Company Building in

ALL PORTRAITS IN THIS ARTICLE: DICTIONARY OF AMERICAN PORTRAITS (DOVER)
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George Westinghouse
(1846-1914)

1885. His revolutionary
method of curtain-wall
construction is still used
today and earned him the
title of “father of the sky-
scraper.” Sullivan appren-
ticed with Jenney early in
his career. Later, it was
his designs for steel-
frame buildings that
resulted in the establish-
ment of the skyscraper
American type of building.
George Westinghouse (1846-1914) intro-
duced numerous inventions in various fields,
but concentrated on the railroad industry.
Before the age of 20, he created the “railroad
frog,” an invention that permitted trains to
switch tracks. His most famous advance was
the air brake, invented around 1866, which
became a standard feature on all trains. West-
inghouse developed hundreds of innovations,
acquired more than 400 patents and, together
with the Croatian immigrant Nikola Tesla
(1856—-1943), pioneered the use of alternat-
ing current (AC) power in the United States.
Tesla invented the AC induction generator in
the 1880s, the first practical motor powered
by alternating current. He sold the patent to
Westinghouse, who put it to commercial use

as a distinctively

Nikola Tesla (1856-1943)

John Augustus Roebling
(1806—1869)

in the Niagara Falls power

= project. Westinghouse and

Tesla demonstrated that
alternating current was
able to generate electrical
power over great dis-
tances more economically
than the direct current
favored by Edison.

John Roebling (1806-
1869), a German immi-
grant, pioneered the construction of suspen-
sion bridges in the United States in the second
half of the nineteenth century. He demonstrat-
ed the practicality of using steel cables in
bridge construction—and today, early in the
21st century, several of his bridges still stand,
including the famed Brooklyn Bridge in New
York, constructed in the 1870s. Another great
creator, largely forgotten today, is the U.S.
Army surgeon and bacteriologist Walter
Reed (1851-1902). In the 1890s, Reed’s
investigations contributed greatly to the
understanding of typhoid fever, leading to the
control and prevention of epidemics of the
disease. In 1900 Reed demonstrated that the
yellow-fever virus was transmitted by the bite
of the mosquito Adedes aegypti. By extermi-
nating the mosquitoes, the disease was virtu-
ally wiped out.
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A great thinker from the Inventive Period
who is widely remembered is the Scottish
immigrant, Alexander Graham Bell (1847-
1922). In 1874, his work on the multiple tele-
graph gave him the idea for the telephone.
Experiments with his research assistant,
Thomas Watson, proved successful on March
10, 1876. Later that year, Bell demonstrated
_ the telephone at the Centennial Exposition in
Philadelphia, an event leading to the organi-
zation of the Bell Telephone Company in
1877. Bell’s other inventions include the
audiometer, a device for measuring hearing
acuity and, later in life, the aileron and other

acronautical advances.

Space does not permit
even the mention of all
the inventors, entrepre-
neurs, and groundbreak-
ing industrialists who
flourished during the
period. The achievements
of Frank Julian Sprague
(1857-1934), for exam-
ple, are no longer remem-
bered. Sorague, a brilliant
electrical engineer who
graduated from Annapo-
lis and worked for Edi-
son, electrified Rich-
mond’s trolley system in
1888. He demonstrated
that electricity was cheap,
and that it could be used
on both surface and ele-
vated cars. In 1890 about 15 percent of Ameri-
ca’s urban transit mileage was electrified; by
1902, 97 percent.

On the eve of the twentieth century Amer-
ica’s technological advances were only begin-
ning. On the morning of June 4, 1896, Henry
Ford (1863-1947) battered down the brick
wall of his rented garage with an ax and
drove out his first car. Others, of course, had
already built and run cars, but Ford began the
Ford Motor Company in 1903 and made the
automobile a commercial reality. Soon mil-
lions of Americans were driving cars. That
same year, Wilbur (1867—-1912) and Orville
(1871-1948) Wright, two bicycle mechanics
from Dayton, Ohio, who were self-educated

Alexander Graham Bell (1847-1922)

Frank Julian Sprague
(1857-1934)

regarding the principles
of aeronautical engi-
neering, accomplished
the first controlled, pow-
ered flight of a heavier-
than-air vehicle at Kitty
Hawk, North Carolina.
Throughout the 1890s,
the Wrights had been
studying aeronautics
and experimenting with
flying devices. Both the
automotive and aviation ages dawned in early
twentieth-century America as a direct out-
growth of the achievements of the late nine-
teenth. (Ford and the Wright brothers are
included in Sorel’s painting.)

The Underlying Factor

What underlying factor was responsible for
this unprecedented outpouring of innova-
tions, inventions, advances, and new prod-
ucts? The answer should be obvious, but
unfortunately, to many historians it is not. It
was the political and economic freedom
of the capitalist system that enabled these
inventor-entrepreneurs to flourish.
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The late nineteenth century (until the pro-
liferation of trust-busting and government
controls in the early twentieth century) was
the freest period of American history. The
leading economists, professors, legal theo-
rists, and judges upheld the principles of indi-
vidual rights, limited government, economic
freedom, and profit-making. Economists such
as Amasa Walker, Arthur Latham Perry, and
Francis Bowen wrote the leading economics
textbooks of the day. Their works—Science of
Wealth, Elements of Political Economy, and
American Political Economy, respectively—
championed the ability of the free market to
create wealth and upward economic mobili-
ty.2 William Graham Sumner (1840-1910),
the leading American social scientist of the
late nineteenth century, wrote of “The Forgot-
ten Man,” the honest laborer who supported
himself by productive work. The principle of
the Forgotten Man is that he needs the liberty
of the American system if he is to flourish. He
is the one always victimized by the socialists’
schemes to redistribute the income earned by
private individuals.3

The law writers and legal philosophers of
the day shared the same commitment to limit-
ed government. The most prominent, Thomas
Cooley and Christopher Tiedeman, wrote
their major works in the second half of the
nineteenth century. The upshot of both Coo-
ley’s A Treatise on the Constitutional Limita-
tions Which Rest Upon the Legislative Powers
of the American Union (1868) and Tiedeman’s
A Treatise on the Limitations of the Police
Powers of the States (1886) was the defense of
property rights.4

In practice, most American judges of the
period agreed with the individualistic princi-
ples of the country’s leading legal philoso-
phers. After the Civil War, American courts
generally presumed to be unconstitutional any
laws restricting property rights and the rights
of both businessmen and workers to set the
terms of labor that they deemed best. As one
example, the New York State Court of
Appeals in 1885 struck down legislation seek-
ing to limit the hours of industrial employ-
ment, ruling that such a law violated the rights
of both worker and employer to engage in a
voluntary transaction.

Additionally, the American courts of the
late nineteenth century repeatedly placed
severe limitations on the government’s power
to tax and to subsidize business ventures. The
courts generally gave strong support to the
capitalist principle that productive enterprise
was to be privately funded, owned, and oper-
ated. One representative ruling by a Missouri
court in 1898 found against governmental
paternalism, whether state or federal, and pro-
claimed that individuals know best how to
conduct their own business and personal
affairs.’

In this era, the U.S. Supreme Court gradu-
ally came to be the great defender of an indi-
vidual’s right to property, freedom of con-
tract, and economic liberty. For example,
Stephen J. Field (brother of Cyrus Field), for
many years a distinguished Justice of the
high court, issued profreedom dissenting
opinions in such famous disputes as the
Slaughter-House cases (1873) and Munn v.
lllinois (1877), holding that the government
could prevent neither employers nor workers
from entering fields of their own choosing or
violate the right of individuals to the full use
and disposal of their property. The majority
opinion at this time was that the Fourteenth
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Thomas McIntyre Cooley (1824-1898)

Amendment protected the rights of the
recently freed slaves only and that there was
nothing in it to prevent the states from inter-
fering in business activities. But by the mid-
1880s, after the San Mateo case (1882) and
the Santa Clara case (1886), Justice Field
prevailed. Chief Justice Morrison Remick
Waite, in an oral statement, spoke for a unan-
imous bench in 1886, proclaiming that all the
justices “understood and accepted the fact
that corporations were persons within the
equal protection clause of the Fourteenth
Amendment.” The right of individuals to
work and to use their own labor and property
as they saw fit now came under the legal pro-
tection of the Supreme Court.6

Religion and Capitalism

Religious leaders of the period characteris-
tically upheld the virtues of work, frugality,
sobriety, and wealth earned through honest
effort. The weekly religious periodical The
Independent, edited for a while by the noted
Congregationalist minister Henry Ward
Beecher (1813-1887), defended the free mar-
ket as the means by which both capitalists and
workers would achieve material gain. For

almost four decades Beecher preached from
his influential Brooklyn pulpit the ability of
hard-working individuals to rise economical-
ly in the capitalist system.”

The intellectual, cultural and political cli-
mate of the country upheld freedom, limited
government, and property rights in this era.
The economic results are not surprising. The
most innovative and creative minds were
free to develop new products and methods, to
start their own companies, to bring their
innovations to the marketplace, to convince
consumers that the new products were supe-
rior to the old and, in time, to earn fortunes.
There were few government bureaucrats and
regulators to prohibit their activities, restrict
their output, dictate working conditions, or
limit their market share. “The first condition
of this proliferation was that the innovations
did not require the assent of governmental
.. . authorities.”8

Most of the innovators of the Inventive
Period were entrepreneurs who sought .and
made wealth by virtue of their creative
work. Edison retired with a net worth of $12
million, an enormous sum in those days.
His inventions were profit-driven. “Edison’s
Menlo Park laboratory was conceived to bring
scientific knowledge to bear on industrial
innovation. . . . Its inventions were goals cho-
sen with a careful eye to their marketability.”?

ENGRAVING BY GECRGE E. PERINE

Henry Ward Beecher (1813-1887)
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Such instances were numerous during the
Inventive Period. Eastman, Westinghouse
{Westinghouse Electric Company), and Ford
are all examples of innovator-entreprencurs
who developed their new products into prof-
itable business ventures. Willis Carrier
(1876-1950) invented the air conditioner in
1902, held more than 80 patents by the 1940s,
and founded the manufacturing firm that
bears his name. (He also made Sorel’s paint-
ing.) Bell’s most famous invention led, of
course, to the founding of the Bell Telephone
Company. Roebling made a fortune from
his wire-manufacturing company, as did
McCormick from his firm’s producing the
reaping machine and other farm equipment.
Colt was an entrepreneur who opened his own
plant, Colt Patent Arms, in 1855. He pio-
neered advanced manufacturing methods
such as the production line and the use of
interchangeable parts, making his company
the largest private armory in the world. Isaac
Merritt Singer (1811-1875) wanted a com-
mercially practical sewing machine and
brought together several related patents to
create his immensely popular product. By
1860, he was the largest manufacturer of
sewing machines in the world. A business
innovator, Singer began such practices as
installment buying, advertising campaigns,
and service with sales.

Because of the climate of political and eco-
nomic freedom during the Inventive Period,
America’s entrepreneurs were able to revolu-
tionize the fields of heavy industry on which
general prosperity depended. Between 1860
and 1900, American output of bituminous
coal increased by 2,260 percent, crude petro-
leum by 9,060 percent, steel by 10,190 per-
cent, and other industries increased by similar
amounts.!0 Industrialists such as Andrew
Carnegie (1835-1919) and John D. Rocke-
feller (1839-1937) built Carnegie Steel and
Standard Qil into enormously productive con-
cerns that flooded the country with steel and
oil products. In the 1880s and 1890s, the great
railroad man James J. Hill (1838-1916) con-
structed the Great Northern Railroad with
only private funds to the immense betterment
of people in the northern plains and northwest
states. It goes without saying that Carnegie,

Isaac Merritt Singer (1811-1875)

Rockefeller, and Hill earned great wealth.

The lesson of the Inventive Period can be
applied today. Political and economic free-
dom will lead to widespread innovation. This
principle can already be seen in the computer
industry, in which the relative absence of gov-
ernment regulation has enabled such innova-
tors as Steve Jobs, Stephen Wozniak, Bill
Gates, Michael Dell, and others to create an
information revolution and to earn fortunes in
the process.

To defend freedom against the distortions
of the anti-capitalist historians it is important
to reject the inaccurate and opprobrious title
of “the Gilded Age” for the late nineteenth
century. We must recognize and celebrate the
true nature of the era. It was the Inventive
Period. O

1. See www.cooper.edw/engineering/chemechem/general/cooper.
html.
2. Louis M. Hacker, The World of Andrew Carnegie,
1865-1901 (New York: 1.B. Lippincott, 1968), pp. 68-73.
3. Ibid,, pp. 81-85.
4. Ibid., pp. 86-92.
5. Ibid., pp. 95-96.
6. Ibid., pp. 98-107.
7. Ibid., pp. 74-80.
8. Nathan Rosenberg and L.E. Birdzell, How the West Grew
Rich (New York: Basic Books, 1986), p. 265.
9. Ibid,, p. 250.
10. Hacker, p. xxxi



Ideas and Consequences

by Lawrence W. Reed

v Government

The California
Power Mess

ears ago, California state senator Bill

Richardson (not the former energy sec-
retary) wrote an instructive little book about
politicians with a charming title: What Makes
You Think We Read the Bills? The electricity
debacle in the Golden State makes me think
there’s a need for an updated version. The title
could be What Makes You Think We Read Any-
thing at AlI?

It’s customary in public-policy discussion
to treat the views of others with a certain dig-
nity, as though they represent legitimate dif-
ferences of opinion. But what happened
in California was utter, certifiable, and inex-
cusable “lunacy,” as Treasury Secretary Paul
O’Neill put it. Saying so is also completely
bipartisan: Every single legislator of both par-
ties voted for the 1996 bill that bore its fruit in
recent months in the form of random black-
outs and soaring prices.

The geographic boundaries of the crisis
ought to tell us something right up front.
Drive one mile across the California border in
any direction and there’s no power problem.
This is not a crisis of the free market. It is a
political crisis confined to the jurisdiction of
which so-called public servants are in charge.
It is a crisis made in Sacramento by consent-
ing adults whose appalling ignorance of the
most basic principles of economics will get
them all fired if there’s any justice in this

Lawrence Reed (Reed@mackinac.org) is president of
the Mackinac Center for Public Policy (www.mack-
inac.org), a free-market research and educational
organization in Midland, Michigan, and chairman of
FEE'’s Board of Trustees.
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world. Moreover, anybody who has the gall to
call what they did “deregulation” is no better
informed than the culprits themselves.

It is not “deregulation” when government
fixes retail prices, forces companies to sell
their power plants and bans them from buying
power through long-term contracts, creates a
state-run power broker, and stifles additional
supply while demand soars. All this Califor-
nia did in the name of “deregulation”—and it
did it in the form of a law the size of a city
phone book. True deregulation would have
actually freed markets to operate according to
supply and demand. It would have removed
rules and barriers instead of creating a mass
of new ones. It would have granted govern-
ment less control, not more.

We cannot overestimate the extent to which
the assumptions built into California’s botched
“deregulation” attempt flouted long-settled
and elementary principles of economics. This
is the frustrating aspect of the whole mess, the
reason it’s hard for any market economist to
write about it without grinding teeth. Didn’t
anybody in the California legislature ever
read any economics?

Consider this: Prices are the signals of the
marketplace. They tell us infinitely more than
the most deluded, narcissistic central planner
could ever dream of knowing—things like
what people want, how badly they want it,
where and when they want it, and what they’re
willing to pay for it. Prices also direct pro-
duction—they tell suppliers to create more of
something or create less and switch instead to
other, more valued lines of work in concert
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with conditions of supply and demand. We
know that when prices are fixed by govern-
ment decree, they can’t do any of these mirac-
ulous things effectively. If mankind has
learned anything from hundreds of years of
research, study, and exposition in economics,
surely that’s it.

Retail Prices Fixed

But not California legislators. They fixed
retail prices of electrical power, perhaps
because they thought they were immune to
the laws of the marketplace or because they
just didn’t think at all. In any event, a funny
thing happened on the way to electrical Nir-
vana in La-La Land. Electricity demand rose
twice as fast in California as in the nation as a
whole. Stripped of the power plants the law
required them to sell, Golden State utilities
had to buy power in a government-managed
wholesale market where prices were rising—
rising in part because of a harsh winter, a
strong economy, and a regulatory environ-
ment that prevented any new power plants
from being built in over a decade.

In the last six months of 2000, the two
largest utilities alone spent $11 billion more
to purchase electricity from power producers
than the state’s price controls allowed them to
recoup through sales to customers. In late
January the state’s two largest utility compa-
nies were hemorrhaging cash and facing
bankruptcy.

The 1996 law created something called the
“Power Exchange,” which Adrian Moore of
the Reason Public Policy Institute describes
as “a mandatory bidding pool where all sell-
ers of electricity are paid the price of the last
bidder needed to meet total demand, which is
the highest bidder.” A new state agency called
the “Independent System Operator” took over
operational control of California’s electricity
transmission grid. Only in bureaucratese
could this painstaking, centralized microman-
agement be termed “deregulation.”

One effect of this Rube Goldberg contrap-
tion was to prevent utilities from making

long-term contracts for power. All the elec-
tricity they purchased had to be bought in the
spot market, where prices are agreed to
according to conditions at the current moment
and delivery is immediate. Long-term con-
tracts historically allowed utilities to lock in
their power costs and thereby give them some
protection against high and erratic spot-
market prices. Moreover, the “deregulation”
scheme mandated that utilities cannot look
outside the government’s power exchange for
cheaper sources of power.

With deregulation in other states looking
much more like the real thing, new power
plants are being constructed to meet growing
demands. But not in California. Texas power
companies have added 5,700 megawatts of
generating capacity over the past five years—
nine times what California has added. It’s
nearly impossible to build a new power plant
anywhere in the Golden State because of the
most cumbersome, time-consuming, and
costly regulations in the country. No new
plants in California have been built in 15
years. Indeed, according to Investor’s Busi-
ness Daily, California “produces less power
per resident than any other state and imports
one-quarter of its energy from places as far
away as Quebec.”

So add it up: Don’t let anyone build a power
plant. Slap on retail price controls that guar-
antee that utilities’ costs will far exceed what
they can get for the power they sell. Forbid
companies from getting the best deals in an
open marketplace. Force utilities to get rid of
their power plants and buy power through a
government bureaucracy. This is not rocket
science. It is a surefire prescription for disas-
ter that can’t honestly be labeled deregulation.

The California power meltdown has one
source and one source only: politicians. It has
nothing to do with the free marketplace. The
people who thought they knew more than the
market and could “plan” the state’s electrical
future need to step up to the plate, take
responsibility, apologize profusely, rid the
books of their nightmarish schemes, and
promptly find honest work. U
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What Am 1 Missing?

by Ralph Hood

y “liberal” friends bemoan the exploita-

tion of third-world peoples by first-
world capitalists. We must, they say, stop this
horrible mistreatment of the downtrodden by
greedy capitalist pigs.

I did some research myself and found
exactly the situation they deplore. Further-
more, the sob-sister “liberals” have not yet
discovered this blatant example of a multina-
tional corporation profiting from the ill-use of
the masses.

Consider this true and current example. A
huge multinational corporation—a household
name throughout the world—has moved into
a low-income area with promises of jobs that
pay better than the local average. Actually,
those jobs pay below the average for that
industry, but the locals do not seem to care.

The multinational says it will hire about
1,500 people. (Although this announcement
was made with much fanfare many months
ago, so far the corporation has hired fewer
than 20 people. The rest, it says, will be hired
in the future.) To date, more than 30,000 peo-
ple have applied for those 1,500 promised
jobs. These are non-union jobs in a union-
dominated industry, but the locals seem eager
to leave their traditional way of life to grab
these opportunities.

The local government joined forces with
the multinational in every way. It offered the

Ralph Hood is a writer in Huntsville, Alabama.
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multinational monetary incentives—dare we
say bribes?—to come in and take advantage
of local workers. Local merchants, eager for
U.S. dollars from any source, joined the plot
to lure the corporation. Signs of welcome are
prominently displayed in businesses through-
out the area. Once the multinational agreed to
come, local leaders and politicians rushed to
take credit. The populace praises them for
bringing new jobs. None seem to realize that
they have joined into a nefarious scheme that
will change forever the life they have enjoyed
for generations.

What is the corporation? Honda. Where is
the location? Lincoln, Alabama, USA.

Honda, courted and lured by the town, the
county, and the state, is building a plant in the
vicinity of Lincoln. All involved, including
members of both political parties, “liberals”
and conservatives alike, see this as a great
boon for the area. In fact, the area has proba-
bly never seen an event so universally
declared to be good for one and all.

They are right. It is a good thing. It is good
for Alabama, Honda, the customer, and the
country. It will lower the price of the product
while raising the average pay in Lincoln. That
is plain to see.

But one thing I do not understand—if it
is so good for Alabama, how come it is
so awful when the same thing takes place
in a third-world country? What am I missing
here? U
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Reflections on Self-Responsibility
and Libertarianism

by Nathaniel Branden

he traditional American values of individ-

ualism, self-reliance, self-discipline, and
hard work had their roots, in part, in the fact
that this country began as a frontier nation
where nothing was given and everything had
to be created. To be sure, most Americans
exhibited a strong sense of community, and
they certainly practiced mutual aid. But
this was not seen as a substitute for self-
responsibility. Independent people helped one
another when they could, but everyone was
expected to carry his or her own weight. Peo-
ple were not encouraged to believe they
enjoyed special “entitlements.”

The Declaration of Independence pro-
claimed the revolutionary idea that a human
being had a right to life, liberty, and the pursuit
of happiness. This meant not that he or she
was owed anything by others, but rather that
others—including the government—were to
respect the individual’s freedom and the invio-
lability of his or her person. It is only by the
use of force or fraud (which is an indirect form
of force) that human rights can be infringed,
and it was force and fraud that were, in princi-
ple, barred from human relationships.

This rejection of the initiation of force in
human relationships was the translation into
political and social reality of the eighteenth-
century precept of natural rights—that is,

Nathaniel Branden (nathaniel@nathanielbranden.
com) is the author of 20 books, including The Art of
Living Consciously, Taking Responsibility, and most
recently, My Years with Ayn Rand. His Web site is
www.nathanielbranden.net.
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rights held by individuals not as a gift from
the state but rather by virtue of being human.
This idea was one of the great achievements
of the Enlightenment.

The principle of inalienable rights was
never adhered to with perfect consistency. The
U.S. government claimed the privilege of cer-
tain exceptions from the very beginning. And
yet the principle remained the guiding vision
of the American system. For a long time, it
was what America stood for: Freedom. Indi-
vidualism. Private property. The right to the
pursuit of happiness. Self-ownership. The
individual as an end in himself, not a means to
the ends of others, and not the property of
family or church or state or society.

Lord Acton observed, “Liberty is not a
means to a higher political end. It is itself the
highest political end.” This premise is what
America was perceived to stand for and
embody. The United States was the first coun-
try in the history of the world to be con-
sciously created out of an idea—and the idea
was liberty.

Observe that the inalienable rights on
which this system was based were negative
rights in that they were not claims on anyone
else’s energy or production. In effect, they
merely proclaimed, “Hands off!” They made
no demands on others except to abstain from
coercion. I may not impose my wishes or
ideas on you by force, and you may not
impose yours on me. Human dealings are to
be voluntary. We are to deal with one another
by means of persuasion.
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In the arena of political economy, the name
given to this system in its purest, most consis-
tent form was laissez-faire capitalism. In
nineteenth-century America, with the devel-
opment of a free-market society, people
saw the sudden release of productive energy
that previously had no outlet. They saw life
made possible for countless millions who had
little chance for survival in precapitalist
economies. They saw mortality rates fall and
population growth rates explode. They saw
machines—the machines that many of them
had cursed, opposed, and tried to destroy—cut
their workday in half while multiplying the
value and reward of their effort. They saw
themselves lifted to a standard of living no
feudal baron could have conceived. With the
rapid development of science, technology,
and industry, they saw for the first time in
history the liberated mind taking control of
material existence.

In the United States during the nineteenth
century, productive activities were predomi-
nantly left free of government regulations,
controls, and restrictions. True enough, there
was always some government intervention
into economic activities, and some business-
people sought government favors to provide
them with advantages against competitors
that would have been impossible in a totally
free market. (Businesspeople as a group have
not been enthusiasts for true laissez faire.)
And there were other injustices reflecting
inconsistency in protecting individual rights:
the toleration of slavery and legal discrimina-
tion against women. But in the brief period of
a century and a half, the United States created
a level of freedom, of progress, of achieve-
ment, of wealth, and of physical comfort
unmatched and unequaled by the total sum of
mankind’s development up to that time.

Opening the Doors to
Achievement

To the extent that various other countries
adopted capitalism, the rule of brute force
vanished from people’s lives. By closing the
doors to force, capitalism threw them open to
achievement. Rewards were tied to produc-
tion, not to extortion; to ability, not to brutal-

ity; to the capacity for furthering life, not to
that for inflicting death. For the first time in
history, intelligence and enterprise had a
broad social outlet—they had a market.

Much has been written about the harsh con-
ditions of life during the early years of capi-
talism. When one considers the level of mate-
rial existence from which capitalism raised
people and the comparatively meager amount
of wealth in the world when the Industrial
Revolution began, what is startling is not the
slowness with which capitalism liberated men
and women from poverty, but the speed with
which it did so.! Once individuals were free to
act, ingenuity and inventiveness proceeded to
raise the standard of living to heights that
a century earlier would have been judged
fantastic.

But there was a price. A free society does
not imagine that it can abolish all risk and
uncertainty from human existence. It provides
a context in which men and women can act,
but it does not and cannot guarantee the
results of any individual’s efforts. What it asks
of people is self-responsibility.

The desire for security is entirely reason-
able if it is understood to mean the security
achieved through the legal protection of one’s
rights and through one’s own savings, long-
range planning, and the like. But life is an
intrinsically risky business, and uncertainty is
inherent in our existence. No security can ever
be absolute.

This is accepted more readily if you have a
decent level of self-esteem—that is, if you
have fundamental confidence in your ability
to cope with life’s challenges. But to the
extent that self-esteem is lacking, then the
self-responsibility that a free society requires
can be terrifying. Instead, we may long for a
guaranteed Garden-of-Eden existence in
which all our needs are met by others. We can
observe this attitude in the two main camps
that opposed a free-market society in the
nineteenth century: the medievalists and the
socialists. Longing for some version of a res-
urrected feudal order, the medievalists
dreamed of abolishing the Industrial Revolu-
tion. They found spiritually repugnant the dis-
integration of feudal aristocracy, the sudden
appearance of fortune makers from back-
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grounds of poverty and obscurity, and the
emphasis on merit, productive ability, and
above all, the pursuit of profit. They longed
for a return to a status society. “Commerce
and business of any kind,” wrote John Ruskin,
“may be the invention of the devil.”

The socialists wished not to abolish the
Industrial Revolution but to take it over—to
retain the effect—material prosperity—while
eliminating the cause—political and econom-
ic freedom. They cursed the “cold imperson-
ality” of the marketplace and the “cruelty” of
the law of supply and demand, and above
all they cursed the pursuit of profit. They
proposed to substitute the benevolence of a
commissar.

In the writings of both we can distinguish
the longing for a society in which everyone’s
existence is automatically guaranteed—that
is, in which no one bears responsibility for his
existence and well-being. Both camps charac-
terized their ideal society by freedom from
rapid change or challenge, or from the exact-
ing demands of competition. It was a society
in which each must do his prescribed part to
contribute to the well-being of the whole, but
in which no one faced the necessity of making
choices that crucially affected his life and
future. It was a society in which rewards were
not related to achievement and in which
someone’s benevolence assured that you
never had to bear responsibility for the conse-
quences of your errors. The sin of capitalism,
in the eyes of its critics, was that it did not
deliver this protection.

While capitalism offered spectacular
improvements in the standard of living and
undreamed-of opportunities for the ambi-
tious and adventuresome, it did not offer
relief from self-responsibility. It counted on
it. It was a system geared to individuals
who trusted themselves—trusted their
minds and judgment—and who believed
that the pursuit of achievement and happiness
was their birthright. It was a system geared
to self-esteem.

The Evolution of Rights

In the earlier years of our history, when
people spoke of rights they meant either the

actual rights described above or their deriva-
tives, as spelled out in the Constitution and
Bill of Rights. Or they meant contractually
acquired rights, such as the right to take pos-
session of a piece of property you have pur-
chased. In the first two instances, the primary
focus was on protecting the individual citizen
against the government. Insofar as these
rights pertained to relationships in the private
sector, the sole obligation of people was to
abstain from using force or fraud in their
interactions with others. In the case of con-
tractually acquired rights, the sole obligation
was to honor your agreements and commit-
ments. No great drain on the public treasury
was required to secure such rights—nothing
remotely approaching a third or half of one’s
income. The cost of government’s performing
this function was marginal.

But in the twentieth century, a new notion
of rights became fashionable that negated the
earlier ones. Ironically, it was the very success
of the American system that made this devel-
opment possible. As our society became
wealthier, it began to be argued that people
were “entitled” to all sorts of things that
would have been unthinkable earlier. One
hundred years ago, few would have suggested
that everyone had a “right” to “adequate hous-
ing” or “the best available health care.” It was
understood that housing and health care were
economic goods and, like all economic goods,
had to be produced by someone. They were
not free gifts of nature and did not exist in
unlimited supply. Now, however, at the sight
of our growing prosperity, intellectuals and
politicians credited not freedom but the gov-
ernment for the new wealth. And they began
to declare that government could do more
than merely guarantee the protection of rights
and establish a more or less level playing
field, which was the original American idea
but which now seemed too modest a goal.
Government could become an agency for
achieving any social goal thought to be desir-
able. In the growing enthusiasm for govern-
ment regulation, planning, and expanded
“services,” especially since the 1930s, it was
not a long step from “it would be desirable” to
“people are entitled.” Desires thus became
rights.
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For example, if a man wanted to be a
farmer, then under the philosophy of Roo-
sevelt’s New Deal the fact that his farm could
not support itself need not be an impediment:
Agricultural subsidies could make his desire
attainable. Of course, to correct the “mis-
takes” of free-market capitalism, political
coercion became necessary. For wealth to be
“redistributed,” first it must be created and
then it must be expropriated. Citizens’ taxes
paid the farm subsidies. These subsidies had
the effect of driving up the cost of farm prod-
ucts, for which, again, citizens paid. Their
rights were expendable. Whenever artificial
“rights” are enforced by a government, gen-
uine rights inevitably are scarified.

Under pure capitalism—that is, a system
based on the inviolability of individual
rights—a farm that could not maintain itself
in a free market could not remain in existence.
Under an increasingly “mixed economy,” the
impossible became possible by transferring to
others the burden of one’s failures, which the
government alone had the power to enforce.
This particular program was introduced by a
Democrat, but for a very long time it was hard
to find a Republican politician—notwith-
standing all the free-enterprise rhetoric—who
would dare challenge the sacred cow of farm
subsidies (or some other form of financial
aid), since so many of these farmers were
(and are) Republicans.

Undermining Self-Responsibility

I shall not attempt to retrace the steps by
which the United States moved from some-
thing close to laissez faire to the extravagant-
ly regulated system we have today. Here, 1
want to focus on the role the government has
played in undermining respect for self-
responsibility in our society-—and in creating
a nation of dependents who can no longer
imagine a life without government support,
involvement, and regulation. (German Chan-
cellor Otto von Bismarck, generally credited
as being the father of the welfare state, clear-
ly articulated the understanding that the way
to build a base of political power was to cre-
ate a nation of dependents on government
“benevolence.”)

Under a mixed economy, government inter-
vention can take many forms, but the essential
pattern is always the same: the violation of the
rights of some (or all) individuals in the name
of allegedly serving the interests of a particu-
lar group.

I say “allegedly” because the welfare pro-
grams were intended to solve problems that
have worsened steadily since the legislation
was enacted. This is made devastatingly clear
in such powerful critiques of our welfare sys-
tem as Charles Murray’s Losing Ground.

The world of government operates very dif-
ferently from the world of business. In busi-
ness, when millions of dollars are poured into
a project that does not deliver on any of the
promises of its advocates, the project is typi-
cally dropped and the judgment of its advo-
cates is reassessed. Not having unlimited
resources, business is obliged to pay attention
to outcome. Failure is a signal to go back to
the drawing board. In the world of welfare,
entitlement programs, and “social engineer-
ing” overseen by bureaucrats with the busi-
ness acumen of social workers, outcome is
less important than intentions.

Never mind that the underclass expanded,
rather than diminished, as the programs
expanded. Never mind that the most impor-
tant economic gains made by African-
Americans took place before President Lyn-
don Johnson’s civil rights legislation, that
many black leaders say that the situation has
worsened since, that government policies and
programs have encouraged millions of people
to think of themselves as helpless children for
whom dependence on the state is a necessity.
Never mind that our “humanitarian” tax laws
and welfare system (though reformed some-
what in recent years?) have played a major
role in the breakup of black families by finan-
cially penalizing a family that remains intact
and rewarding one in which the husband
departs. (The absence of a male figure in the
household has been tied to young people’s
disposition to crime, teenage pregnancy, and
drug addiction.) Never mind that the people
the programs were designed to help have fall-
en farther and farther behind. Never mind that
our welfare/entitlement programs have creat-
ed a nation of dependents. If our motive is
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compassion for the unfortunate, it seems we
do not have to be concerned with those whose
rights are sacrificed to pay for it—nor what
kind of personal and social outcomes we
produce.

The message of our welfare system has
been that we are not responsible for our lives
and well-being. The message of our legal sys-
tem is that we are not responsible for our
actions. (Has getting away with murder ever
been easier in a civilized society?) The mes-
sage of our political leaders throughout most
of this century is that if they are elected, ways
can always be found to transfer the burden of
our needs and our mistakes to someone else.

That last message is the essence of a mixed
economy. Such a system means government
by pressure groups, a state of affairs in which
various gangs (“special interests”) compete
for control of the machinery of government to
win legislation providing them with the par-
ticular favors or protections they seek, always
justified, needless to say, by ritualistic refer-
ences to “the common good.”

Our government has poured into regulatory
agencies, welfare programs, and every imag-
inable kind of statist intervention trillions of
dollars that in private hands could have been
put to productive use. What we have to show
for it is a society characterized by:

* Increasing polarization between every
kind of social faction;

* Massive, inarticulate rage against and
suspicion of anyone who does not share
our opinions;

* Widespread cynicism;

* Escalating conflict between young and
old (provoked by the Social Security pro-
gram, among other things);

* Increasing conflict among ethnic groups;

* An intractable underclass, nurtured by
intellectuals who advocate more of the
poison that is killing it—the politics of
victimology and entitlement.

Government is not the sole cause of these
problems, although its contribution has been
enormous. A fact avoided by our political
world is that all the social evils government
intervention was supposed to ameliorate have

grown steadily worse in direct proportion to
the degree of the intervention.

Am [ suggesting that no social group has
improved its circumstances over the past half-
dozen decades? Of course not. What I am say-
ing is that government efforts were not
responsible, despite the self-congratulatory
propaganda to the contrary.

During the 1980s, for example, women
enjoyed historically unprecedented gains in
wages, in entry into such traditional male
professions as business, law, and medicine,
and in education. According to studies by
three women economists reported in the New
York Times, in that one decade women made
almost as much progress as in the preceding
90 years. This was principally due to eco-
nomic forces that drew more and more
women into the marketplace, and also to
shifts in our values regarding women’s role in
the world. In other words, these gains were in
the voluntary domain, not the coercive (polit-
ical) domain.

West Indian blacks in the United States,
who come from a background of intact fami-
lies, respect for hard work, and an ethic of
self-responsibility, have not typically looked
to the government for special forms of politi-
cal protection and favoritism. They take any
work available, often beginning on the lowest
levels, just to get started in the economy; they
may begin on low levels, but they do not
remain there. They rise as fast or faster than
many whites. “Second-generation West Indi-
ans have higher incomes than whites,” reports
economist Thomas Sowell in his illuminating
study Ethnic America. Furthermore, he
writes, “As of 1969 . . . [w]hile native blacks
had an unemployment rate above the national
average, West Indian blacks had an unem-
ployment rate beneath the national average.”
They are a walking refutation of standard
explanations of poverty among blacks primar-
ily in terms of racial discrimination. They
sometimes look with quiet scorn on those
African-Americans for whom their victim-
hood, helplessness, and necessary dependen-
cy are axioms, and who regard low-paying,
menial jobs as beneath their dignity but do not
regard welfare is beneath it. (It should also be
said that there are many African-Americans
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who share the West Indian perspective.) Both
groups are black, but the difference in how far
and how fast they rise is an issue of differ-
ences in their culture and values. A mindset of
self-responsibility is not a peripheral but a
central issue here.

As to those who are genuinely in trouble
and not merely cashing in on the philosophy
of entitlement, do I believe it a proper human
goal to alleviate suffering and offer a helping
hand? Of course. There are, however, many
things I am in favor of that I do not see as
proper functions of a government. Charity is
one of them. The question is not whether one
believes in benevolence and mutual aid. The
question is whether one thinks in terms
of voluntary choice or governmental coer-
cion. Kindness is a virtue, to be sure. But it is
not grounds for sacrificing individual rights.
Nothing is. And it is one of the many intellec-
tual ironies and disgraces of our age that those
who protest coercion are called “cruel” and
“reactionary,” while those who embrace it are
called “compassionate” and “progressive.”

There is nothing compassionate or progres-
sive about imposing one’s values on others at
the point of a gun. And that, ultimately, is
what we are talking about, however it is ratio-
nalized and dressed up to sound “liberal” and
“enlightened.”

The ideal of self-responsibility in no way
forbids us to help one another, within limits,
in times of need. As noted, Americans have a
long tradition of doing this. We are the most
charitable people in the world. This is not a
contradiction but a natural result of the fact
that ours is the first and still the only country
in history to proclaim the right to selfishness
in “the pursuit of happiness.” The happiness
the Declaration of Independence refers to is
our own. In proclaiming and defending our
right to pursue our own self-interest, to live
for our own sake, the American system
released the innate generosity in everyone
(when they are not treated as objects of sacri-
fice). It is interesting to observe that during
the 1980s, the so-called “decade of greed,”
Americans gave more than twice the amount
to charity they had given in the previous

decade, in spite of changes in the tax laws that
made giving less advantageous. Our private,
not-for-profit organizations—the Boy Scouts
and Girl Scouts, the Salvation Army, church-
es, not-for-profit hospitals, and philanthropic
agencies of every conceivable kind—perform
benevolent work far more extensive than in
any other country.

What needs to be challenged in our country
today is not the desirability of helping people
in difficulty (intelligently and without self-
sacrifice), but rather the belief that it is per-
missible to abrogate individual rights to
achieve our social goals. We must stop look-
ing for some new use of force every time we
encounter something that upsets us or arouses
our pity.

We hear a great deal about the need for a
“greater sense of community.” Government
by pressure group is the antagonist of com-
munity. This is why I stress that individualism
and self-responsibility are the necessary foun-
dation for true community. If we are free of
each other, we can approach each other with
good will. We do not have to be afraid. We do
not have to view each other as potential
objects of sacrifice, nor view ourselves as
potential meals on someone else’s plate. If we
live in a culture that upholds the principle that
we are responsible for our actions and the ful-
fillment of our desires, and if coercion is not
an option in the furtherance of our aims, then
we have the best possible context for the tri-
umph of community, benevolence, and mutu-
al esteem.

Are there now and will there continue to be
severe social problems challenging our
resourcefulness, inventiveness, and ingenu-
ity? Yes. Will other people sometimes make
choices we can neither agree with nor
admire? Inevitably. That is the nature of life.
But a culture of self-responsibility is not just
the best chance we have to create a decent
world. It is the only chance. ]

1. For example, with respect to the impact of the Industrial Rev-
olution and capitalism in England, a 1983 study by Peter Lindert and
Jeffrey Williamson found that the real wages of English blue-collar
workers doubled between 1819 and 1851.

2. See Norman Barry, “The Never-Ending Welfare Debate,”
Ideas on Liberty, March 2001, pp. 19-23.
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The Other Political Story

nfortunately, last year’s presidential elec-
tion was a mess. Unfortunately, the con-
gressional elections were not.

While it proved difficult to determine who
won the presidency, it was not difficult to
determine who controlled Congress. Only six
House incumbents lost, yielding a re-¢lection
rate of 98.5 percent.

Despite the Democrats’ desperate push to
win the six seats necessary to take control,
they defeated only four GOP incumbents.
Despite an equally desperate GOP push to
preserve its majority, Republicans defeated
only two Democratic incumbents.

In short, politics is back to normal—as it
was before the big Republican gains of 1994.
No matter what the national political climate,
most incumbents win.

No wonder, then, that the conduct of most
congressmen is so uninspiring. Why think
about principle? Why develop hard solutions?
Why make tough decisions? Why take any
chances?

Instead, grab the free ride and don’t rock
the boat. And enjoy the perks along the way.

Enjoy them legislators certainly do. A new
study by Peter Sepp of the National Taxpayers
Union Foundation catalogs the life of privi-
lege lived by supposed public servants at tax-
payer expense. As Sepp puts it, “members of
the United States Congress enjoy a vast web
of perquisites that benefit them personally as
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well as professionally”” There are: generous
salaries, hovering near a postwar high; pen-
sions that dwarf, by two to three times, private
benefits; heavily subsidized health and life
insurance; limousines, Capitol Hill parking
spots, and special airport lots; travel junkets
around the world; and everything from fancy
offices and unique death benefits to cheap
haircuts and health clubs.

The most outrageous perks, however,
are political rather than financial. They help
ensure members’ re-election. Free postage for
example, allows members to inundate their
districts with propaganda. Reports Sepp: “In
past election cycles, Congressional incum-
bents have spent as much on franking alone
as challengers have spent on their entire
campaigns.”

Equally important are the many de facto
ombudsmen on congressional staffs, who
handle constituent services. Having created
an expansive, expensive regulatory state, leg-
islators then generously use their clout to
relieve a bit of the burden from their con-
stituents—who are expected, in turn, to grate-
fully contribute to their campaigns and
vote for them.

Most campaign reform activists don’t care
about high re-election rates, but were appalled
by the November election nonetheless. It was
a horror show for them because Republican
George W. Bush raised and spent more money
than any other candidate in history. His oppo-
nent, Democrat Al Gore of Buddhist Temple
fame, participated in the Democratic Party’s
extravagant rule-breaking in 1996. Gore’s
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supposedly reformist running mate, Senator
Joseph Lieberman, played the game like any
other politician.

Reforms Worse than
the Problems

The current system does look broke. The
only thing worse is every proposed reform.,

Fund-raising will never be pretty. But then,
neither is politics: as Germany’s Otto von Bis-
marck famously said, no one should watch his
sausages or his laws being made. Or, it seems,
the conduct of his elections.

The main business of Congress today is
income distribution, direct and indirect. So
long as Uncle Sam hands out nearly two tril-
lion dollars in loot every year and uses its
rule-making power to enrich or impoverish
entire industries, individuals and companies
will have an incentive to spend millions to
influence the political process. And they have
a perfect right to do so.

Alas, “campaign reform” would only exac-
erbate the problem. Attempts to limit contri-
butions and spending, impose tax funding,
and bar independent expenditures would fur-
ther entrench incumbents.

Incumbents would retain all their unfair
franking and ombudsman advantages——as
well as their natural advantage in generating
publicity. Challengers would not be able to
raise more money in response, which they can
now, even if only occasionally. Limiting dona-
tions by “special interests” would inevitably
affect all citizens, since everyone belongs to
one “special interest” or another. Tax financ-
ing would deny citizens the basic right of
political participation and force taxpayers to
underwrite the campaigns of candidates
whom they may despise.

But “campaign reform” would disadvan-
tage more than outside candidates. It would
also disadvantage citizens, whose will is sup-
posed to be served by the electoral process.

And they certainly have something impor-
tant at stake: Absent constant and close over-
sight, politicians will loot and regulate the
productive to enrich the envious.

But keeping tabs on self-serving politicians

is not easy. Only a few people have the time
and inclination to walk precincts. Fewer still
set up shop in Washington to monitor politi-
cians’ misbehavior.

For most people, making a campaign con-
tribution is the most effective way to partici-
pate in politics. “Campaign reform” would
circumscribe their opportunities.

Moreover, any attempt to manipulate the
election rules would merely advantage other
players. For example, the 1974 “reforms” lim-
ited contributions by the wealthy but led to the
creation of political action committees
(PACs). Cutting corporate “soft money” would
benefit labor unions, which often deploy
legions of volunteers.

The people and organizations with the most
power today would almost certainly be further
empowered by proposed reforms. For
instance, journalists would gain an even
greater stranglehold as gatekeepers to public
attention. Celebrities, too, would benefit from
further campaign controls.

Indeed, past “campaign reform” has mere-
ly rearranged rather than eliminated special-
interest influence. The 1974 legislation, by
barring large contributions, encouraged the
creation of PACs. Similar legislation today
would merely encourage another feverish
search for loopholes.

Real reform is needed, but that means cre-
ating electoral competition. A first step would
be to drop all contribution limits and instead
require full disclosure. Then let citizens take
a candidate’s fund-raising practices into
account when they vote.

Killing unfair congressional perks is
also necessary. Imposing real term limits is
critical.

Until we do this, congressional races,
unlike the contest for president, are likely to
remain all too predictable. Most incumbents
run for re-election; most incumbents win;
most incumbents abuse the public. Then the
cycle goes on again, and again.

Most important, campaign reformers
should work to shrink government. Then
special interests would have an incentive to
spend more time producing and less time
politicking. O
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Regulation by Reputation

on the Net

by Aaron Steelman

hen I started collecting sports cards in

the early 1980s, there were basically
two places to purchase memorabilia: at shops
owned by veteran collectors and at shows
where dealers from around the country would
rent tables to display their goods.

Today, the hobby is different. There are still
shops and shows, and like thousands of other
collectors I continue to go to them. I do so for
three reasons. First, I like to talk to people in
the hobby. Second, I enjoy looking at rare
cards and autographs, even if I have no inten-
tion of buying them, Third, at most large
shows, there are star players from the past
signing autographs; it is a thrill to meet them.

But shops and shows are no longer
essential. One can be an active collector with-
out ever leaving home. The reason: online
auctions.

In December 1999, I became a registered
user on eBay. Since then, I have purchased
dozens of cards from sellers across the United
States and Canada. Some transactions have
been better than others. But so far, I have not
had what I would call a “bad” transaction. In
short, eBay’s reputation system has worked
well. Let me explain.

When a user visits www.ebay.com, he typi-
cally goes to the search engine and enters the
item he wants. For example, [ might type
“Gordie Howe.” All Gordie Howe items will
then be listed, and I will click on the items
that most interest me. The current bid price,
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the date and time the auction closes, the loca-
tion of the seller, and the terms of the sale (for
instance, the shipping costs and the forms of
payment accepted) will be stated.

In addition, one can look at the seller’s
“feedback”—that is, how previous buyers
have rated their transactions with the seller.
Buyers can rate transactions as “positive,”
“neutral,” or “negative.” They can also post
short comments to provide more detail about
their experiences. For instance, a buyer post-
ing a negative comment might state that it
took a month for his item to arrive or that it
was damaged because the packaging was
poor. In addition, sellers can post feedback
about buyers. For instance, if a bidder
reneged, that will almost surely be reported.
Future bidders and sellers use this feedback as
a guide.

Usually, I bid on items from sellers with
very good reputations. If a seller’s positives
don’t outnumber his negatives by 15 to I, 1
tend to steer clear. But not always. I have bid
on a few items that were offered by sellers
with less than immaculate feedback. But my
bids reflected the higher risk that I was taking.
In short, I bid less than I would have had the
seller’s reputation been better. From partici-
pating in many auctions and observing even
more, I have found that most bidders employ
a similar strategy.

Daniel Houser and John Wooders, econo-
mists at the University of Arizona, have
looked at this issue empirically. Their findings
are consistent with my anecdotal experience:
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“seller reputation (but not buyer reputation) is
a statistically and economically significant
determinant of auction prices.”* What we
have, then, is regulation by reputation. And
the system works quite well for most eBay
users.

I should note one more thing. Private third-
party certifiers, such as Professional Sports
Authenticator (PSA) of Newport Beach, Cal-
ifornia, have been crucial to the sale of sports
cards on the Web. The value of sports cards is,
in large measure, determined by condition. A
card in “mint” condition may be worth 100
times more than the same card in “fair” con-
dition. So it is important for online buyers to
be confident that the cards they are purchas-
ing are actually in the condition that sellers
claim. For a fee, PSA will verify the authen-

ticity of cards and rate their condition on a
1-to-10 scale. The cards are then placed in
sealed plastic cases with identification num-
bers. Over time, PSA has gained a reputation
as an accurate and impartial evaluator of
memorabilia. As a result, PSA-graded cards
command a premium when sold online. Greg
Manning, a veteran dealer from West Cald-
well, New Jersey, put it this way in an inter-
view with Sports Collectors Digest: “Profes-
sional grading allows a buyer the comfort of
knowing that the card you are purchasing is
authentic, unaltered and in the condition you
are searching for.”

PSA, then, performs a function for sports-
card collectors similar to the one performed
by Underwriters Laboratories for consumers
of appliances and electronics. Il
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Dictatorship of Lawyers

by James Bovard

Law is no longer an impediment to legal-
ized robbery. In area after area, lawyers
have achieved court rulings that subvert due
process and the rule of law. Unfortunately,
while this trend has been derided for more
than a decade, legal juggernauts continue to
pick up steam.

Entire industries are on the verge of being
turned into indentured servants of the
political-legal class. Public policy is being
made by one legal feeding frenzy after anoth-
er—and with no reason to expect that the
recent jackpots will instill temperance among
the legal profession.

The late Clinton administration partnered
with trial lawyers to achieve court victories or
settlements in cases that portend far greater
arbitrary power down the road. That adminis-
tration was heavily bankrolled by the trial
lawyers and fought every proposal to curb the
abuses of tort litigation.

In July 2000 a jury decided that tobacco
companies must pay $145 billion to people
harmed by cigarettes. Legal writer Walter
Olson, whose Web site, www.overlawyered.
com, offers a wealth of cases of lawyers’
abuses, observed, “The size of the verdict
came as little surprise to those who’d followed
trial judge Robert Kaye’s relentlessly anti-
defense rulings. For example, Judge Kaye
ruled that in calculating a basis for punitive
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damages there was no reason jurors should
feel obliged to stop at a sum representing the
tobacco companies’ net worth. The judge
ruled that it was proper to place before the
jury the companies’ capacity to borrow.” Clin-
ton spokesman Joe Lockhart hailed the ver-
dict: “We have always believed that the tobac-
co industry is responsible for the way they
have marketed and produced their products.”

The verdict was widely denounced as irra-
tional and excessive. The tobacco companies
appealed the decision to a federal court—
which refused even to consider their case. It
ended up back in Judge Kaye’s courtroom,
where the judge again berated the companies
and sought to expedite them to financial hell.

The Florida verdict is the next-largest hit on
tobacco after the $246 billion settlement by
tobacco companies of state government
Medicaid lawsuits in 1998. At that time, the
tobacco companies thought they had bought
themselves peace. However, the concessions
the companies made at that time have proven
to be simply blood in the water drawing more
legal sharks. Early this year, a class-action
lawsuit went to trial in West Virginia that took
tobacco nonsense to a new level. Lawyers
demanded that the tobacco companies pay up
to $500 million for regular medical checkups
for healthy people who choose to continue
smoking. An R.J. Reynolds attorney told the
Associated Press: “This is an extremely
unique case—to have uninjured plaintiffs who
have knowingly and voluntarily exposed them-
selves to the most widely known risk in our
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society, and who are not sick.” On the other
side of the battle line, a lawyer for the smokers
declared that “West Virginians are entitled to
obtain monitoring as a result of their exposure
to a very toxic group of substances.” It would
be difficult to imagine a lawsuit that showed
greater contempt for individual responsibility.
Luckily, it was dismissed.

In earlier times in America, ruinous law-
suits against industries were deterred in part
because judges and juries considered the role
of a plaintiff’s conduct in the harm he suf-
fered. Cigarettes, for instance, were common-
ly referred to as “coffin nails” 80 years ago;
popular folk wisdom recognized that perpetu-
ally filling one’s lungs with smoke could have
dire results. But in recent decades tort law has
practically assumed that every citizen is a
helpless victim—and that regardless of how
stupid or irresponsible a person may be,
somebody else must be forced to compensate
him for the damage he does to himself. Courts
have also become far more welcoming of
class-action lawsuits based on sometimes
wildly extrapolated harms—which justify
looting the nearest “deep pocket.”

The legal onslaught against tobacco contin-
ues in part because lawyers have discovered
that—with enough campaign contributions—
state legislators will rewrite laws to guarantee
windfall profits for litigators. But the tobacco
companies’ will to resist was broken in part
because of audacious retroactive rule changes
in Maryland and Florida.

In early 1998, a Baltimore judge rejected a
state government lawsuit against the tobacco
industry to compel it to pay the Medicaid
costs for Maryland low-income smokers’
health problems. The lawsuit failed because
the state could not come within a country mile
of providing sufficient evidence under the
common law to hold the companies liable,
that is, to show clear evidence that specific
plaintiffs could have had no reasonable
knowledge or awareness of the risks of the
product they were using. Every pack of ciga-
rettes sold since the mid-1960s has featured a
government-mandated health warning, a fact
most bothersome to trial lawyers’ attempts to
prove that tobacco companies suppressed all
evidence of cigarettes’ risks.

After the trial lawyers handling the case for
the Maryland government promised the legis-
lators the lion’s share of the booty, the legisla-
tors “fixed” the law. As the Washington Post
summarized: “Lawmakers . . . rewrote the law
to permit Maryland to seek compensation for
huge sums paid for smoking-related illnesses
without having to produce individual victims
in court. They also barred cigarette makers
from claiming that smokers caused their own
illnesses by choosing to smoke.”

With this, the tobacco companies’ situation
appeared hopeless. Maryland Attorney Gen-
eral Joseph Curran bragged that his state’s
action could have a domino effect: “Other
states can now look to Maryland as having
had a full, open and complete debate” leading
to the conviction of tobacco companies.

The Florida legislature also endeared them-
selves to trial lawyers by passing legislation
that retroactively changed the rules against
the tobacco industry. The legislation—which
should have been scandalous—was, naturally,
upheld by the Florida Supreme Court.

The Florida and Maryland lawsuits were
the straws that broke the camel’s back. The
state legislatures’ actions paved the way for
the 1998 nationwide settlement that will
result in state governments’ siphoning off
$246 billion from tobacco company revenues
over the next 20 years. The settlement was
premised on the fact that tobacco companies
had wrongfully imposed great burdens on tax-
payers because of the cigarettes’ role in caus-
ing lung cancer, heart disease, and other ail-
ments. But studies by the Congressional
Research Service and the Rand Corporation
concluded that smokers, by dying early, actu-
ally reduce government health-care outlays.

The grand settlement was little more than a
political farce. As economist Robert Samuel-
son observed: “The 40 attorneys general who
sued the cigarette companies served mainly as
fronts for the anti-tobacco private lawyers. It
was the private lawyers who agreed to con-
duct the cases and pay the costs in return, typ-
ically, for hefty contingency fees (up to 25
percent of any award). . . . The settlement
mainly reflects private greed and political
ambition. The National Association of Attor-
neys General is often called ‘The National
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Association of Aspiring Governors.”” While
the settlement was portrayed as a heavy exac-
tion on tobacco companies, in reality it is
operating simply as a surtax on cigarette
smokers, a group that tends to have lower-
than-average incomes.

Weapons Tampering

Beginning in 1998, 28 city governments
sued firearms manufacturers, seeking huge
settlements for the damage that guns had
allegedly caused within their domains. In the
tobacco cases lawyers and politicians had at
least asserted that tobacco companies had
deceived the public about the dangers of
smoking. But gun manufacturers had never
encouraged Americans to believe that getting
shot is good for you. These lawsuits failed the
laugh test again and again: judges tossed
numerous cases out as without merit.

But the Clinton administration was deter-
mined to demonize firearms, weaken the
firearms industry, and use tort law to torpedo
the Second Amendment. The administration
sought to blame gun makers for all the vio-
lence in public housing projects—which is
like blaming microphones for all the lies that
politicians tell. The Department of Housing
and Urban Development (HUD) is renowned
for doing a poor job of policing its projects,
Former Secretary Andrew Cuomo was happy
to have a scapegoat and an excuse to get his
name back in the news. The administration
worked tirelessly to create the political atmos-
phere and consensus that would allow trial
lawyers to bludgeon gun makers.

On March 17, 2000, Clinton announced
that Smith and Wesson, the nation’s largest
gun manufacturer, had agreed to sweeping
new controls over its gun designs and mar-
keting, and new restrictions on gun buyers.
Smith and Wesson had been in a precar-
ious financial position, and the British-owned
company decided it could not afford to fight
multiple court attacks around the nation and
from Washington.

The settlement exemplifies how trial lawyers
and politicians abuse tort law to attempt to
seize absolute power over an industry and all
its customers. The settlement also illustrates

how political operatives use the coercion of
bogus litigation to achieve “concessions”
from corporate targets that could never make
it through the legislative process.

Cuomo, the prime architect of the deal,
declared of the new specifications for firearms:
“This is a product that did not exist last week.
... This will do to the [gun] industry what
FedEx did to the [delivery] industry. This is a
better mousetrap.” For the Clinton administra-
tion, the more difficult a gun is to fire, the
safer it is. This is the Rosetta Stone that is
necessary to understand Clintonite claims that
the “agreement” improves gun safety.

The administration pressured Smith and
Wesson and other gun manufacturers to sign a
“code of conduct” that apparently originated
in anti-gun hell. Jeff Reh, general counsel for
Beretta (which provides the standard sidearm
for the U.S. military), noted that “the ‘code of
conduct’ bans almost all semiautomatic pistols

. and the manufacture of all small hand-
guns.” The code also allows the possibility for
sweeping recalls of previously made guns.

According to a HUD press release on the
settlement, “Within 12 months, handguns will
be designed so they cannot be readily operat-
ed by a child under 6.” Unfortunately, the fed-
eral government has not yet been able to per-
suade the National Association of Home Bur-
glars to sign a side agreement giving an extra
five minutes’ warning—time for residents to
remove trigger guards—before they break
into people’s homes.

The agreement requires Smith and Wesson
to “not market guns in any manner designed
to appeal to juveniles or criminals.” HUD had
no evidence that Smith and Wesson had been
running advertisements in prison magazines,
but the provision aided the Clinton adminis-
tration’s efforts to cast an aura of illegitimacy
around firearms.

Smith and Wesson is also required to
“refrain from selling any modified/sporterized
semiautomatic pistol of the type that cannot
be imported into U.S.” This illustrates how the
Clinton administration used each new restric-
tion to leapfrog toward broader firearms bans.
When Clinton banned imports of certain
semiautomatics in 1997, he justified it by
claiming the guns violated the “spirit” of the
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1994 assault weapons ban (even though such
guns could be legally sold under existing fed-
eral law).

The Smith and Wesson settlement created
an “Oversight Commission . . . empowered to
oversee implementation of the Agreement.
The Commission will have five members
selected as follows: one by manufacturers; two
by city and county parties; one by state parties;
one by ATFE.” Four government officials and
one private representative was the Clinton
administration’s idea of fairness. This com-
mission gives government officials practically
unlimited power in perpetuity over the nation’s
largest gun manufacturer. As Beretta’s Reh
notes, “If the Oversight Commission decides
that an ad showing a father and son hunting
together makes the firearm shown ‘particular-
ly appealing to juveniles,” it can ban the ad.”
Reh also noted that the creation of the com-
mission “surrenders firearm design and distri-
bution to antigun politicians.”

The Clinton administration abused tort law
to seek far more power over gun makers than
either the Constitution or Congress would
allow. But—because few people realize the
nature of the extortion—the administration
could brag that the settlement was not
achieved with an iron fist. And most of the
nation’s media has swallowed the fraud; a
Wall Street Journal article noted that Smith
and Wesson “has unilaterally volunteered to
require new restrictions on how retailers sell
its weapons.”

On the bright side, the settlement may be
fatal for Smith and Wesson, which was wide-
ly denounced by other gun makers for trying
to cut a sweetheart deal with the feds. Con-
sumers have boycotted their products, and
many gun dealers have refused to accept the
onerous new restrictions that the company
seeks to impose on them. It recently
announced layoffs of its manufacturing
employees, and its prospects are darker than
they were before the “deal.” Smith and Wes-
son, along with other gun makers, continues
to be sued by city governments that refuse to
abandon their opportunity to plunder its
remaining assets.

Tort attacks on gun makers continue in
many cities across the country. New York

Attorney General Eliot Spitzer bragged: “We
have the capacity to squeeze manufacturers
like a pincers and hurt them in the market-
place.” This is a grim warning, since many
politicians will not be satisfied until they have
destroyed the sources of private gun owner-
ship, all the while creating exemptions (as did
the Smith and Wesson agreement) to continue
providing high-powered weapons to law
enforcement.

Yet in late 2000, a federal judge dismissed
the lawsuit brought against gun manufactur-
ers by the city of Philadelphia. The judge con-
cluded that the suit was not allowable under
Pennsylvania law and that the allegations
were unfounded that the gun companies were
guilty of creating a public nuisance. Suits
have also been dismissed in Ohio, Connecti-
cut, Florida, New Jersey, and Illinois.

Cigarettes and guns are only the lead tar-
gets in the continuing assault by trial lawyers
on the American way of life. Other recent tar-
gets are HMOs, paint makers, and breast-
implant producers. In each case, the standards
of proof for conviction are slim and none;
instead, trial lawyers fixate on some public-
relations strategy (such as hyping the dangers
of lead paint) and then proceed to try to blud-
geon the industry into submission. Given the
ability of trial lawyers to stack juries, the only
limit on their extortion is their ability to get a
half dozen politically correct citizens installed
in a jury and to find a judge who believes that
practically any corporation deserves a death
sentence.

Ironically, many government agencies
could be destroyed by the same methods that
politicians and judges sanction for use against
private enterprises. Who would want to
defend the Food and Drug Administration if it
could be held responsible for all the people
who died while it dallied for years before
approving new life-saving drugs and medical
devices? What if public schools could be held
liable for all the false promises they make to
children and parents? But because the govern-
ment has sovereign immunity, the bureaucrats
can continue wreaking far more damage on
Americans than do the corporations that
increasingly face destruction in government
courts. O
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Blessed Debt

hould we cut taxes or pay off the national
debt?

What’s missing from this picture?

Aside from the fact that paying off the debt
need not be a priority (there is no connection
between the debt and economic growth), the
question is a classic case of the Fallacy of the
False Alternative.

If we accept for argument’s sake that the
debt should be paid off at once, there’s a way
to do it and cut taxes? And it doesn’t take
magic. It’s really quite simple.

The way to do it is to (houselights out,
drum roll, spotlights wash the stage):

Cut government spending.

Duh.

Aside from a congressman or two, appat-
ently none of your brilliant, highly educated,
extravagantly paid, and securely tenured rep-
resentatives in Washington—Republican or
Democrat—thought of that. Kind of makes
you wonder what you’re paying them to do,
doesn’t it?

The federal budget is closing in on $2 tril-
lion a year—nearly 20 percent of GDP. (Tax
revenues are at a record 20.4 percent.) The gov-
ernment is so big, no one can possibly know all
that it is doing. In the nation’s capital every
nook and cranny has an office with federal
bureaucrats ladling out your money to some
favored constituency for things you'd never
dream of spending your money on yourself.

And yet: every penny is apparently being so
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wisely spent that we cannot even consider cut-
ting the budget, even for something allegedly
so important as paying off the debt. Not only
that, the 106th Congress, controlled by
Republicans, thought foo little was being
spent. So they increased spending by even
more than Bill Clinton had asked!

This is all just a bit too convenient. The tax-
payers—remember them? the people who
produce whatever the government has to
spend?—can go without relief indefinitely.
But do not ask the politicians, bureaucrats, and
their dependents to forgo even a buck out of
two trillion. Forgo? Heck, don’t even suggest
they make do with what they had last year!

And let’s not hear yet again that everyone is
for tax cuts, but responsible ones would be
“targeted to those who need them.” Those
aren’t tax cuts; that’s social engineering
through the IRS.

There’s always a reason for not cutting
taxes. A few months ago the reason was that it
would overstimulate the booming economy.
This is long-debunked Keynesian claptrap.
Now that the economy isn’t booming quite so
much, the story is that the tax cut will do
nothing to stimulate the economy in time. We
don’t need tax cuts: we have Alan Greenspan.
When exactly is it time to let people keep
what they produce?

The main reason to cut or repeal taxes isn’t
economic—it’s moral. The money belongs to
its producers. The taxpayer should get first—
not nth—consideration. That is true in good
times or bad. Full stop. End of paragraph. End
of story.
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Most Washington folks don’t see it that
way. To them, cutting taxes is merely another
form of government spending, competing
with all the other forms of government spend-
ing. From this perspective, an income-tax cut
that would “give” rich people—the same peo-
ple who pay most of the income taxes—more
money than poor people—who pay little or no
income tax—is bad policy because the rich
don’t need the money. (“To each according to
his . . —well, never mind.)

The implications of this outlook are
astounding. If cutting a tax is equivalent to
spending that money, then it must be true that
the government is also spending whatever
money it does not now take from the taxpay-
ers. After all, it could have taxed that money
and used it in other ways.

In other words, the government’s real bud-
get is the entire Gross Domestic Product of
the United States—more than $9 trillion. The
government owns all the income, but the
amount it spends in the form of tax forbear-
ance is subject to change at any time.

Dubious Credibility

The big-government types who suddenly
care about the national debt have dubious
credibility. They don’t really care about it.
It has value to them in only one respect: it
can be used to stop tax cuts. Let me amend
that. They have another reason to hate the
debt. They drool at the social engineering
they could be doing with the money—about
$200 billion a year—that now goes to paying
interest.

And that means there’s a darned good rea-
son to maintain the debt. During the Reagan
years, when the government was running up
record deficits by outspending the revenue
gusher, no one could seriously propose big
new spending programs without being dis-
missed as out of touch with reality. When
F. A. Hayek visited in Washington in the early
1980s he told the Washington Post that this
was the strategy explained to him by Reagan

budget director David Stockman. Whether or
not that was actually the strategy, deficits had
a blessed chilling effect on those who live by
spending other people’s money. Surpluses
have the opposite effect.

Clearly, we taxpayers cannot afford sur-
pluses.

We need not feel guilty about not paying off
the debt. The holders of debt aren’t complain-
ing. Also, we are not “stealing from our chil-
dren,” as conservatives used to say. For one
thing, you can’t steal what won’t be produced
until many years from now. Moreover, govern-
ment borrowing consists not of an intergener-
ational transfer of wealth, but of two separate
intragenerational transfers. When the debt is
first incurred, money goes from creditors to
government workers, dependents, and contrac-
tors. When the debt is paid, money goes from
taxpayers to bondholders, overlapping groups.

Thus, while it is true that government bor-
rowing—especially repayment—is a form of
coercion, it is little different from other forms
of government coercion. There is certainly no
reason to prefer other forms over this one. On
the contrary, interest payments are less mis-
chievous than other forms of government
spending.

So let’s bring back deficits and protect the
debt. The economy can do just fine with them.
Interest rates are higher now than when we
had deficits in 1993. (See Russell Roberts’s
“Don’t Fear Deficits” in the December 2000
issue.)

But not all deficits are equal. It would be a
mistake to create one by raising spending.
Let’s cut spending, but create deficits by cut-
ting taxes—big time.

To that end, I proclaim the founding of the
Committee to Restore the Deficit through
Tax-cutting (CRDT, pronounced “credit”).
Like the venerable Nockian Society, there’ll
be no dues, meetings, or officers. All you have
to do is recite the motto: Tax Cuts Now—
Debt or No Debt!

There, you’re a member. Now get out there
and find new members. O
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Overreacting to Terrorism

by James L. Payne

n politics, said Gustave Le Bon, things are

less important than their names. His dic-
tum applies with special force to the word
“terrorism,” especially today. The impression
is, of course, that something called terrorism
has to be, almost by definition, terrifying. A
sensible analysis needs to move away from
this semantic trap and examine what the word
“terrorism” refers to, namely, politically moti-
vated violence.

Once we focus on the thing itself, we dis-
cover a wide gap between perception and real-
ity. Policymakers believe that domestic terror-
ism represents a major threat to American
society, and they have launched costly new
programs to hold it in check. In actuality, as
threats to civilization go, politically motivated
violence has not been a large problem to
begin with, and in recent years it has been
diminishing markedly. According to the FBIs
tabulation, the number of incidents of domes-
tic terrorism peaked in 1982 with 51. Since
1993, which had 12, the number of incidents
has remained in the single digits.

This is not to say that terrorism is no prob-
lem. The most serious case on record, the
1995 bombing of the Murrah Federal Build-
ing in Oklahoma City, killed 168 people. The
typical terrorist incident is much less dramat-
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ic, however. For example, in 1998, the latest
year for which the FBI report on domestic ter-
rorism is available, there were five incidents:
three bombings in Puerto Rico, one of which
injured a police officer; a case of arson in Vail,
Colorado, that caused no injuries; and a
bombing of an abortion clinic in Alabama,
which killed a security guard. In the same
year, the United States saw 16,900 “ordinary”
homicides.

It may be that terrorists haven’t actually
caused much harm, but what about the hypo-
thetical dangers of terrorists using weapons of
mass destruction? Such an attack is always
possible, of course, and the dangers call for
prudent defenses by the respective authorities.
But fears need to be tempered by the facts.
Weapons of mass destruction—chemical, bio-
logical, and nuclear—have been available for
over half a century, and there have been plen-
ty of terrorists over the same time. The com-
bination of the two has made for much prof-
itable fiction, but very little real-world terror-
ist destruction. The worst case in this category
was the 1995 poison gas attack by the Aum
Shinrikyo sect in Tokyo, which killed 12 peo-
ple. This sect, it should be noted, had funds,
expertise, and manpower that no other terror-
ist organization seems to have. Considering
all the hurdles—technical, social, and motiva-
tional—a large-scale, successful terrorist
attack with weapons of mass destruction
seems extremely remote.

Government officials ignore the data and
analyses that reveal terrorism to be a minor
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and declining problem, however, because
there’s too much political hay to be made by
frightening the public with dire predictions.
Lobbying for expanded counterterrorism pro-
grams in the late 1990s, top FBI officials pre-
dicted that with the coming of the millennium
“home-grown terrorism is likely to erupt on a
scale unprecedented in modern times.” It was
another Y2K prediction that fizzled. There
were no domestic terrorist incidents around
the turn of the year, and, as it happens, none
for the entire year 2000.

Nevertheless, scaremongering works.
Counterterrorism appropriations have been
boosted to $10 billion, with dozens of federal
agencies dreaming up programs in order to
share in the largess. We now have 18 regional
task forces and 200 disaster-response teams
ready for action. The FBI has tripled—to
1,400—the number of agents assigned to
counterterrorism investigations and hostage
rescue.

Guarding Miss America

Given the small scale of the problem, this
personnel is bound to be shunted into make-
work activities. A Senate committee recently
scolded the FBI for assigning expensive coun-
terterrorism forces to provide “security” for
public spectacles like the Miss America
pageant, but the senators missed the point.
There isn’t enough real terrorism to keep all
these people busy. Furthermore, there are
800,000 law-enforcement personnel in state
and local police forces prepared to respond to

acts of violence like bombings and arson. Try-
ing to horn in on this action, federal agents
are often an intrusion and a distraction.

Excessive efforts also lead to abuses. Coun-
terterrorism teams get tired of training and
waiting for something to happen. As one team
leader—pressuring the FBI deputy director
for a mission—put it, “We need jobs.” While
understandable in terms of maintaining
morale, sending agents out just to keep them
busy is an unsound foundation for police
work. When there isn’t much actual crime to
pursue, the danger is that overstaffed agencies
will be tempted to foster it by engaging in
entrapment or harassment—that is, violations
of civil liberties.

We saw an example of this provocative sur-
veillance at the recent trial of Aryan Nations
leader Richard Butler in Coeur d’Alene,
Idaho. The FBI sent seven undercover agents
masquerading as credentialed press photogra-
phers to snap pictures of bystanders. Other
FBI agents set up TV cameras outside the
courthouse to videotape everyone in the area.
This massive surveillance didn’t catch any
terrorists, but it certainly helped confirm
the beliefs held by paranoid fringe groups,
namely, that the federal government is a total-
itarian Gestapo that can only be overthrown
by violence.

Federal policy on terrorism seems to be
another example of the famous law of unin-
tended consequences. In overreacting to a
small and declining terrorist threat, the
government may well be exacerbating the
problem. Ol
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The Tainted Public-Health
Model of Gun Control

by Miguel A. Faria, Jr.

Sed quis custodiet ipsos Custodes?

arly in the 1990s the American Medical

Association (AMA) launched a major
campaign against domestic violence, which
continues to this day. As a concerned physi-
cian, neurosurgeon, and then an active mem-
ber of organized medicine, I joined in what I
considered a worthwhile cause.

It was then that I arrived at the unfortunate
but inescapable conclusion that the integrity
of science and medicine had been violated—
and the public interest was not being served
by the entrenched medical/public-health
establishment—because of political expedi-
ency.! To my consternation and great disap-
pointment, when it came to the portrayal of
firearms and violence, and the gun control
“research” promulgated by public-health offi-
cials, it was obvious that the medical litera-
ture was biased, riddled with serious errors in
facts, logic, and methodology, and thus utter-
ly unreliable. Moreover, it had failed to objec-
tively address both sides of this momentous
issue, on which important public policy was
being debated and formulated. And this was
taking place despite the purported safeguards
of peer review in the medical journals, the
alleged claims of objectivity by medical
editors, and the claims of impartiality by
Miguel Faria, M.D. (hfaria@mindspring.com), is
editor-in-chief of the Medical Sentinel of the Associ-
ation of American Physicians and Surgeons.
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government-funded gun researchers in public
health, particularly at the Centers for Disease
Control and Prevention (CDC).

Over the next five years, particularly as edi-
tor of the Journal of the Medical Association
of Georgia,? I found that on the issue of vio-
lence, medical journals skirted sound scholar-
ship and took the easy way out of the melee,
presenting only one side of the story and sup-
pressing the other. Those with dissenting
views or research were éxcluded. The estab-
lishment was bent on presenting guns as a
social ill and promoting draconian gun con-
trol at any price.

The most prestigious medical journal, the
New England Journal of Medicine (NEIM),
which claims openness to contrary views, is
not immune to bias in this area. In fact, it is
one of the most anti-gun publications in med-
ical journalism. The NEJM routinely excludes
articles that dissent from its well-known, stri-
dent, and inflexible position of gun-control
advocacy. Editors have come and gone, but
the governing board has made sure that the
anti-gun position remains unaltered.

In “Bad Medicine—Doctors and Guns,”
Don B. Kates and associates describe a par-
ticularly egregious example of editorial bias
by the NEJM.3 In 1988, two studies were
independently submitted for publication. Both
authors were affiliated with the University of
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Washington School of Public Health. One
study, by Dr. John H. Sloan and others, was a
selective two-city comparison of homicide
rates between Vancouver, British Columbia,
and Seattle, Washington. The other paper was
a comprehensive comparison study between
the United States and Canada by Dr. Brandon
Centerwall,

Predictably, the editors chose to publish
Sloan’s article with inferior but favorable data
claiming erroneously that severe gun-control
policies had reduced Canadian homicides.
They rejected Centerwall’s superior study
showing that such policies had not lowered
the rate of homicides in Canada: the Vancou-
ver homicide rate increased 25 percent after
implementation of a 1977 Canadian law.?
Moreover, Sloan and associates glossed over
the disparate ethnic compositions of Seattle
and Vancouver. When the rates of homicides
for whites are compared, in both of these
cities, it turns out that the rate of homicide in
Seattle is actually lower than in Vancouver.
The important fact that blacks and Hispanics,
who constitute higher proportions of the pop-
ulation in Seattle, have higher rates of homi-
cides in that city was not mentioned.

Centerwall’s paper on the comparative rates
of homicides in the United States and Canada
was finally published in the American Journal
of Epidemiology, but his valuable research,
unlike that of Sloan and his group, was not
made widely available to the public.5 In con-
tradistinction to his valuable gun-research
data, Centerwall’s other research pointing to
the effects of TV violence on homicide rates
has been made widely available; his data
exculpating gun availability from high homi-
cide rates in this country remains a closely
guarded secret.

Gun-Control Lobby
Accomplices

Over the years, the entrenched medical/
public-health establishment, acting as a will-
ing accomplice of the gun-control lobby has
conducted politicized, results-oriented gun
(control) research based on what can only be
characterized as junk science. This has taken
place not only because of ideology and polit-

ical expediency, but also because of greed—
federal money. Public health in general and
gun control in particular were important areas
where money was allocated by the Clinton
administration, along with its repeated
attempts at the federalization of the police
force, erosion of civil liberties, and the imple-
mentation of a national identity card, all cen-
terpieces of former President Clinton’s failed
domestic crime-control policy.

But how was an agency like the CDC able
to get in the gun-control business? Simply by
propounding the erroneous notion that gun
violence is a public-health issue and that
crime is a disease, an epidemic—rather than a
major facet of criminology. The public so
deluded and the bureaucrats consequently
empowered, public-health and CDC officials
arrogated to themselves this new area of
alleged expertise and espoused the preposter-
ous but politically lucrative concept of guns
and bullets as animated, virulent pathogens
needing to be stamped out by limiting gun
availability and ultimately confiscating guns
from law-abiding citizens. Hard to believe
in a constitutional republic with a Bill of
Rights and a Second Amendment! Let me
cite the following statement by CDC official
Dr. Patrick O’Carroll as quoted in the Journal
of the American Medical Association (JAMA,
February 3, 1989): “Bringing about gun con-
trol, which itself covers a variety of activities
from registration to confiscation was not the
specific reason for the [CDC] section’s cre-
ation. However, the facts themselves tend to
make some form of regulation seem desirable.
The way we’re going to do this is to system-
atically build a case that owning firearms
causes death.”

Public-health officials and researchers con-
veniently neglect the fact that guns and bullets
are inanimate objects that do not follow
Koch’s Postulates of Pathogenicity (a time-
proven, simple, but logical series of scientific
steps carried out by medical investigators to
definitively prove a microorganism is patho-
genic and directly responsible for causing a
particular disease); and they fail to recognize
the importance of individual responsibility
and moral conduct—namely, that behind
every shooting there is a person pulling the
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trigger who should be held accountable.

This portrayal of guns by the public-health
establishment parallels the sensationalized
reporting of violence and so-called “human
interest” stories in the mainstream media; it
exploits citizens’ understandable concern
about domestic violence and rampant street
crime, but does not reflect the accurate, un-
biased, and objective information that is
needed for the formulation of sound public
policy. In most instances, the public-health
and medical establishments have become
mouthpieces for the government’s gun-control
policies.

As an example of biased research on which
the CDC has squandered taxpayers’ money is
the work of prominent gun-control researcher
Dr. Arthur Kellermann of Emory University’s
School of Public Health. Since at least the
mid-1980s, Kellermann (and associates),
whose work has been heavily funded by the
CDC, has published a series of studies pur-
porting to show that persons who keep guns in
the home are more likely to be victims of
homicide than those who don’t. Despite the
“peer reviewed” imprimatur of his published
research, his studies, fraught with errors of
facts, logic, and methodology, are published
in the NEJM and JAMA with great fanfare
(advance notices and press releases, followed
by interviews and press conferences)—to
the delight of the like-minded, cheerlead-
ing, monolithic pro-gun control medical
establishment, not to mention the mainstream
media.

In a 1986 NEJM paper, Kellermann and
associates, for example, claimed their “scien-
tific research” proved that defending oneself
or one’s family with a firearm in the home is
dangerous and counterproductive, claiming
“a gun owner is 43 times more likely to kill
a family member than an intruder” This
erroneous assertion is what Dr. Edgar Suter,
chairman of Doctors for Integrity in Policy
Research (DIPR), has accurately termed
Kellermann’s “43 times fallacy” for gun own-
ership.”

In a critical and now classic review pub-
lished in the March 1994 Journal of the Med-
ical Association of Georgia (JMAG), Suter
not only found evidence of “methodologic

and conceptual errors,” such as prejudicially
truncated data and non-sequitur logic, but
also “overt mendacity,” including the listing
of “the correct methodology which was
described but never used by the authors.”
Moreover, the gun-control researchers
“deceptively understated” the protective ben-
efits of guns. Suter wrote: “The true measure
of the protective benefits of guns are the lives
and medical costs saved, the injuries prevent-
ed, and the property protected—not the bur-
glar or rapist body count. Since only 0.1 per-
cent-0.2 percent of defensive uses of guns
involve the death of the criminal, any study,
such as this, that counts criminal deaths as the
only measure of the protective benefits of
guns will expectedly underestimate the bene-
fits of firearms by a factor of 500 to 1,000.8

Greater Risk to Victims?

In 1993, in another peer-reviewed NEJM
article (the research again heavily funded by
the CDC), Kellermann attempted to show that
guns in the home are a greater risk to the res-
idents than to the assailants. Despite valid
criticisms by reputable scholars of his previ-
ous works (including the 1986 study), Keller-
mann used the same flawed methodology and
non-sequitur approach. He also used study
populations with disproportionately high rates
of serious psychosocial dysfunction from
three selected counties known to be unrepre-
sentative of the general U.S. population.

For example, 53 percent of the case sub-
jects had a household member who had been
arrested, 31 percent had a household history
of illicit drug use, 32 percent had a household
member hit or hurt in a family fight, and 17
percent had a family member hurt so serious-
ly in a domestic altercation that prompt med-
ical attention was required. Moreover, the
case studies and control groups in this analy-
sis had a high incidence of financial instabil-
ity. In fact, gun ownership, the supposedly
high-risk factor for homicide, was not one of
the most strongly associated factors for being
a murder victim. Drinking, illicit drugs, liv-
ing alone, a history of family violence, and
living in a rented home were all greater indi-
vidual risk factors for being murdered than
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having a gun in the home. There is no basis
for applying the conclusions to the general
population.

Most important, Kellermann and his asso-
ciates again failed to consider the protective
benefits of firearms.

In this 1993 study, they arrived at the “2.7
times fallacy.” In other words, they downsized
their fallacy and claimed a family member is
2.7 times more likely to kill another family
member than an intruder. Yet, a fallacy is still
a fallacy and, as such, it deserves no place in
scientific investigations and peer-reviewed
medical publications.

Although the 1993 NEJM study purported
to show that the homicide victims were killed
with a gun ordinarily kept in the home, the
fact is, as Kates and associates showed, 71.1
percent of the victims were killed by
assailants who didn’t live in the victims’
household using guns presumably not kept in
that home.?

While Kellermann and associates began
with 444 cases of homicides in the home,
cases were dropped from the study for a vari-
ety of reasons, and in the end, only 316
matched pairs were used, representing only
71.2 percent of the original 444 homicide
cases. This reduction increased tremendously
the chance for sampling bias. Analysis of why
28.8 percent of the cases were dropped would
have helped indicate if the study had been
compromised by the existence of such biases,
but Dr. Kellermann, in an unprecedented
move, refused to release his data and make it
available for other researchers to analyze.

These errors invalidated the findings of the
1993 Kellermann study, just as they tainted
those of 1986. Nevertheless, the errors have
crept into and now permeate the lay press, the
electronic media, and particularly, the med-
ical journals, where they remain uncorrected
and are repeated time and again as gospel.
The media and gun-control groups still cling
to the “43 times fallacy” and repeatedly
invoke the erroneous mantra that “a gun
owner is 43 times more likely to kill a family
member than an intruder” And, because
the publication of the data (and their purport-
ed conclusions) supposedly come from
“reliable” sources and objective medical

researchers, they are given a lot of weight and
credibility by practicing physicians, social
scientists (who should know better), social
workers, law-enforcement officials, and par-
ticularly gun-banning politicians.

Gun Benefits

What we do know, thanks to the meticu-
lous and sound scholarship of Professor
Gary Kleck of Florida State University and
DIPR, is that the benefits of gun ownership
by law-abiding citizens have been greatly
underestimated. In his monumental work,
Point Blank: Guns and Violence in America
(1991), myriad articles, and his last book,
Targeting Guns (1997), Kleck found that the
defensive uses of firearms by citizens total
2.5 million per year and dwarf offensive gun
uses by criminals, Between 25 and 75 lives
are saved by a gun for every life lost to one.
Medical costs saved by guns in the hands of
law-abiding citizens are 15 times greater
than costs incurred by criminal uses of
firearms. Guns also prevent injuries to good
people and protect billions of dollars of
property every year.!0

Recent data by John R. Lott Jr. in his book
More Guns, Less Crime: Understanding
Crime and Gun-Control Laws have also been
suppressed by the mainline medical journals
and public-health literature. Lott studied
the FBI’s massive yearly crime statistics
for all 3,054 U.S. counties over 18 years
(1977-1994), the largest national survey of
gun ownership and state police documenta-
tion in illegal gun use. He came to some star-
tling conclusions:

» While neither state waiting periods nor
the federal Brady Law is associated with
a reduction in crime rates, adopting con-
cealed-carry gun laws cut death rates
from public multiple shootings by a
whopping 69 percent.

» Allowing people to carry concealed
weapons deters violent crime—without
any apparent increase in accidental
death. If states without right-to-carry
laws had adopted them in 1992, about
1,570 murders, 4,177 rapes, and 60,000



42 IDEAS ON LIBERTY ¢ APRIL 2001

aggravated assaults would have been
avoided annually.

* Children 14 to 15 years of age are 14.5
times more likely to die from automobile
injuries, five times more likely to die
from drowning or fire and burns, and
three times more likely to die from bicy-
cle accidents than they are to die from
gun accidents.

+ When concealed-carry laws went into
effect in a given county, murders fell by
8 percent, rapes by 5 percent, and aggra-
vated assaults by 7 percent.

* For each additional year concealed-carry
laws are in effect, the murder rate
declines by 3 percent, robberies by over 2
percent, and rape by 1 percent.!!

Another favorite view of the gun-control
and public-health establishments is the myth
propounded by Dr. Mark Rosenberg, former
director of the National Center for Injury
Prevention and Control (NCIPC) of the CDC.
Rosenberg wrote: “Most of the perpetrators
of violence are not criminals by trade or pro-
fession. Indeed, in the area of domestic vio-
lence, most of the perpetrators are never
accused of any crime. The victims and perpe-
trators are ourselves—ordinary citizens, stu-
dents, professionals, and even public health
workers.”

That statement is contradicted by govern-
ment data. The fact is that the typical murder-
er has had a prior criminal history of at least
six years with four felony arrests before he
finally commits murder. The FBI statistics
reveal that 75 percent of all violent crimes for
any locality are committed by 6 percent of
hardened criminals and repeat offenders. Less
than 2 percent of crimes committed with
firearms are carried out by licensed law-
abiding citizens.!2

Violent crimes continue to be a problem in
the inner cities owing to gangs involved in the
drug trade and hardened criminals. Crimes in
rural areas for both blacks and whites, despite
the preponderance of guns, remain low. Evi-
dence supports the view that availability of
guns per se does not cause crime. Prohibition-
ist government policies and gun control
(rather than crime control) exacerbate the

problem by making it more difficult for law-
abiding citizens to defend themselves, their
families, and their property. Prohibition in the
1920s and passage of the Gun Control Act of
1968 brought about an increase, not a
decrease, in both the rates of homicides and
suicides.

A Sinister Objective

As a physician and medical historian, I
have always been a staunch supporter of pub-
lic health in its traditional role of fighting
pestilential diseases and promoting health by
educating the public on hygiene, sanitation,
and preventable diseases!3; but I deeply resent
the workings of that unrecognizable part of
public health that has emerged in the last three
decades with its politicized agenda, proclivity
toward suppression of views with which it
disagrees, and the promulgation of preor-
dained research that is frequently tainted and
result-oriented; it can only be characterized as
being based on junk science.

In 1996, the U.S. House of Representatives
voted to shift $2.6 million away from the
NCIPC and earmark it for other health
research projects. The redirected money was
the amount formerly allocated to the discred-
ited “gun (control) research.” Moreover, the
House forbade the CDC from allocating fur-
ther money for that research in the future.
Kellermann’s gun research was for the first
time defunded. Unfortunately, other gun pro-
hibitionist researchers, like Drs. Sloan, Garen
J. Wintemute, Colin Loftin, and Frederick P.
Rivara, continue to publish their slanted
research in the complying mainstream med-
ical journals. They are encouraged in their
work by the sponsoring schools of public
health sprouting all over the country and
funded by the American Medical Association
(sometimes through public-private partner-
ships) or by the large, private statist founda-
tions such as the Joyce Foundation.

Thus the task of separating science from
politics is far from over. Much more needs to
be done to return public health to its tradi-
tional role of stamping out infectious diseases
and epidemics-—and reeling it back from
meddling in politics. O



THE TAINTED PuBLIc-HEALTH MODEL OF GUN CONTROL 43

1. Miguel A. Faria, Jr., “The Perversion of Science and Medi-
cine,” Part I and II: “On the Nature of Science” and “Soviet Science
and Gun Control,” Medical Sentinel, Spring 1997, pp. 46-48 and
49-53; and “The Perversion of Science and Medicine,” Parts III and
IV: “Public Health and Gun Control Research” and “The Battle Con-
tinues,” Medical Sentinel, Summer 1997, pp. 81-82 and 83-86,
www_.haciendapub.com.

2. See the account in my Medical Warrior: Fighting Corporate
Socialized Medicine (Macon, Ga.: Hacienda Publishing, 1997), pp.
107-20.

3. Don B. Kates et al.,, “Bad Medicine: Doctors and Guns,” in
David Kopel, ed., Guns—Who Should Have Them? (Amherst, New
York: Prometheus Books, 1995).

4. John H. Sloan, et al., “Handgun Regulations, Crime,
Assaults, and Homicides: A Tale of Two Cities,” New England Jour-
nal of Medicine 319 (1988), pp. 1256-62.

5. Brandon S. Centerwall, “Homicide and the Prevalence of
Handguns: Canada and the United States, 1976 to 1980,” American
Journal of Epidemiology 134 (1991), pp. 1245-60.

6. Brandon S. Centerwall, “Exposure to Television as a Risk
Factor for Violence,” American Journal of Epidemiology 129
(1989), pp. 643-52. (See also Miguel A. Faria, Jr., “TV Violence
Increases Homicides,” www.NewsMax.com, August 17, 2000.)

7. Edgar Suter, “Guns in the Medical Literature—A Failure of
Peer Review,” Journal of the Medical Association of Georgia 83(3)
1994, pp. 136-37.

8. Ibid.

9. Kates et al.

10. Faria, “The Perversion of Science and Medicine” (Part II),
pp. 52-53.

11. John R. Lott Jr., More Guns, Less Crime: Understanding
Crime and Gun-Control Laws, 2d ed. (Chicago: University of
Chicago Press, 2000).

12. Miguel A. Faria, Jr., “Women, Guns, and the Medical Liter-
ature: A Raging Debate,” Women and Guns (Second Amendment
Foundation), October 1994, pp. 14-17 and 52-53.

13. See my book Vandals at the Gates of Medicine (Macon, Ga.:
Hacienda Publishing, 1995).

FEE on the Road

Each year, FEE holds a number of regional seminars, student programs, and
evening lecture events. These offer students, community leaders, teachers,

business professionals, and other interested laymen an opportunity to hear
expert speakers discuss topics in economics, history, public policy, political
theory, and current events.

This year, plan to visit us at any of the following locations:

April 19 Seattle, Washington
July 26 Chicago, lllinois

July 27-28 Milwaukee, Wisconsin
September 27 Denver, Colorado
September 28 Houston, Texas

November 15 San Francisco, California

For more information on these programs, please visit
www.fee.org/seminars/seminars.html or contact:

Director of Seminars

Foundation for Economic Education
30 South Broadway
Irvington-on-Hudson, NY 10533
seminars@fee.org

(914) 591-7230, ext. 223
(914) 591-8910

Phone:
Fax:




Economic Notions

by Dwight R. Lee

@ Economics

The Problem of

Environmental Protection

Acommon belief is that economists don’t
care much about the environment
because they are preoccupied with money,
markets, and material wealth. And when
economists do consider ways to protect the
environment, they emphasize benefits and
costs, trying to express all values in terms of
cash. This view is angrily expressed by
mountaineer-philosopher Jack Turner, who
decries the economists’ approach to the
environment as “[reeking] of cynicism—as
though having failed to persuade and woo
your love you suddenly switch to cash. [Econ-
omists] think they are being rational; I think
they treat Mother Nature as a whorehouse.”!
While Turner’s comment is harsher than most,
it is representative of many statements that
can be found claiming that economists are
environmentally callused.

In truth, economists are just as concerned
about environmental quality as most people,
maybe more so. All sensible people value the
quality of the natural environment, and would
like to maintain and improve that quality.
Also, economists have thought a lot more
than most about the source of our environ-
mental problems and have developed impor-
tant insights into the best ways to solve them.
Unfortunately, it is easy for non-economists
to misunderstand the economic approach to
protecting the environment, causing them to

Dwight Lee (dlee@terry.uga.edu) is Ramsey Profes-
sor at the Terry College of Business, University of
Georgia, and an adjunct fellow at the Center for the
Study of American Business at Washington Universi-
ty in St. Louis.
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underestimate the effectiveness of that
approach and the genuine environmental con-
cern that economists have.

The typical reactions to pollution are to
blame it on the greed of those who put profits
ahead of protecting the environment and to
have someone in authority stop it. The per-
spective of economists is different. They do
not automatically conclude that pollution is
always a problem that demands a solution.
When they do conclude that pollution is a
problem that should be addressed, they sel-
dom suggest having government demand that
the pollution be stopped altogether. Finally,
economists see blaming pollution on self-
interest as unproductive, if not downright
silly.

Because of scarcity, attempting to eliminate
all harm caused by pollution makes no sense.
Sure, it would be nice to eliminate pollution,
but reducing pollution always requires doing
less of something else that is desirable, and
long before we reduced pollution harm to
zero, the marginal benefit would be less than
the marginal cost. Of course, in many situa-
tions it is desirable to reduce pollution. While
people may seldom agree on how much to
reduce, they should agree that any reduction
ought to be achieved as cheaply as possible—
at the least possible sacrifice of value. But
having a government agency command
polluters to reduce pollution is the most cost-
ly way to protect the environment. And econ-
omists see no advantage in blaming self-
interest for pollution because that leads to
inefficient pollution reduction. Indeed, the
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cheapest way to reduce pollution is by taking
advantage of self-interest.

In this column I shall begin a discussion of
how the concepts of scarcity and marginalism
provide important insights into the problem of
pollution and how best to address it.

Environmental Protection versus
Environmental Protection

Few things are more aggravating to those
professing great concern for the environment
than economists’ insisting on considering the
cost of reducing pollution. The environment is
seen as too important to be thought of as just
another commodity, so costs simply aren’t rel-
evant. Pollution harms the environment and
should be reduced drastically regardless of the
cost. Economists find these comments either
hilarious or depressing, depending on their
mood. The environment is important, but we
get silly environmental policies when we
ignore the costs of environmental protection.
This would be true even if environmental qual-
ity were all we cared about, since protecting
the environment in some ways requires sacri-
ficing it in others. Consider some examples.

Environmentalists want to protect and
expand wetlands, which are the habitat for a
wide variety of flora and fauna. They are also
concerned about global warming, which is
supposedly resulting from the emission of
greenhouse gases. But wetlands are one of the
biggest sources of methane, a major green-
house gas. So a cost of expanding wetlands is
the release of more greenhouse gas. Is this a
cost environmentalists think we should ignore?

Environmentalists also want to save forest-
land and eliminate the use of chemical pesti-
cides and fertilizers in agriculture. Preventing
starvation in poor countries without using
chemical pesticides and fertilizers would
require clear-cutting millions of acres of trees
for agricultural use. So fewer trees are one of
the costs of reducing chemical pesticides and
fertilizers. Finally, and more generally, since
waste products have to go somewhere, one
cost of reducing water pollution is an increase
in either air pollution or waste-disposal sites.

These costs are the direct result of scarcity
and require facing up to some tough ques-
tions. Is protecting wetlands more important
than preventing global warming? Is protect-
ing rivers, lakes, and oceans against the runoff
of chemical fertilizer more important than
maintaining our forests (which absorb carbon
dioxide, another greenhouse gas)? Which is
more valuable, clean air or clean water? Envi-
ronmentalists like to argue that environmental
concerns are more important than anything
else, but they can’t argue that every environ-
mental concern is more important than every
other environmental concern.

There is a way around these questions by
accepting some insights from economics.

The only sensible way to determine
whether clean air is more or less valuable than
clean water is by making the comparison at
the margin. If the water is extremely dirty
(dysentery in every drop) and the air is
extremely clean, then the marginal value of
clean water (the value of an incremental
increase in water quality) is greater than the
marginal value of clean air (the value of an
incremental increase in air quality). In this
case, it is sensible to improve water quality
even though the cost is reduced air quality.
And the improvement in water quality should
continue as long as the marginal value of
clean water is greater than the marginal cost
of dirtier air.2

Those who read my January column will
recognize this as an example of equating at
the margin: doing the best we can by not
doing anything as well as we possibly could.
Only by accepting this marginal principle can
we deal sensibly with the tradeoffs that scarci-
ty forces us to confront. As I will discuss next
month, the implications of equating at the
margin for environmental policy are too sen-
sible for some environmentalists to feel com-
fortable with. O

1. See Jack Turner, “Economic Nature,” in Deborah Clow and
Donald Snow, eds., Northern Lights: A Selection of New Writing
Jfrom the American West (New York, Vintage Books, 1994), p. 121.

2. This assumes that the only cost of improving water quality is
reduced air quality. More accurately, water quality should be
improved until the marginal value of doing so equals the marginal
cost, where cost reflects all sacrificed value, not just the sacrificed
value of air quality.
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The War on Drugs
Opens a New Front

by George C. Leef

he capacity for self-aggrandizement

by government officials is boundless.
Napoleon was not content just to rule over
nearly all of Europe. He had to try to expand
his power until he ruled all of it. Ultimately,
that ambition proved to be his undoing.

For our hordes of politicians and govern-
ment functionaries, however, the quest for
greater authority and larger budgets rarely
entails any warfare or personal danger. It only
calls for the creation of new problems (or bet-
ter yet, “crises”) that can supposedly be
solved only by intervention. As H.L. Menck-
en once wrote, “The whole aim of practical
politics is to keep the populace alarmed, and
hence clamorous to be led to safety, by men-
acing it with an endless series of hobgoblins,
all of them imaginary” Dissect almost any
political proposal and you will find it ulti-
mately rests on the supposition that freedom
is dangerous and that we need to have new
laws, regulations, and programs to protect us
from it. The War on Drugs provides an excel-
lent example.

The War on Drugs has succeeded in stop-
ping American citizens from using drugs with
every bit as much success as Prohibition suc-
ceeded in stopping Americans from consum-
ing alcoholic beverages, and does so with a
similar cost in lives lost, promotion of vio-
lence, corruption, and waste of resources. Yet
it goes on and on, demanding more money
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and power to protect us from the horrors of
drug use. And it too exhibits the Napoleonic
impulse to fight new battles and conquer more
territory. Consider, if you will, the recent
statement by then-“Drug Czar” General Barry
McCaffrey that there is a hitherto overlooked
area of human life where the efforts of the
drug warriors are needed: chess.

Yes, chess. The venerable game of analysis
and strategy has been around for centuries.
Organized competition goes back to the mid-
nineteenth century. The few scandals that
have arisen have had political roots, such as
the question whether Paul Keres was ordered
to “take a dive” by the Soviet government in
his championship match against Mikhail
Botvinnik. No one has ever suggested that
there was any problem of chess players’ using
drugs to gain an advantage over their rivals in
the intense mental combat of chess games.

Until now.

In the September 2000 issue of Chess Life,
McCaffrey contributed a short article, titled
“Checkmate: Drug-Free in Body and Mind.”
He begins by trying to draw an analogy
between chess and athletic competition, then
leaps to the conclusion that since various
drugs are banned in athletics, they should also
be banned in chess tournaments,

He writes:

Even long-distance running involves
some of the principles sharpened in
chess—from defensive maneuvers and
offensive moves to opening positions,
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middle-games, and endgames. Front run-
ning, for instance, at the beginning of a
race may hurt a competitor by preventing
surges of energy near the finish line. Like
rooks, pawns, and other chessmen, run-
ners jockey for position and labor to avoid
being boxed in. Because mind and body
are intricately connected, psychoactive
substances should be banned from chess
tournaments as they are from basketball,
weightlifting, and other events played
singly or in teams.

To begin with, McCaffrey’s analogy is pret-
ty silly. True, some sports involve an element
of strategy (although it is hard to see how
weightlifting can be among them), but it
scarcely follows that the rules that various
athletic associations have adopted for them-
selves are necessarily sensible or appropriate
in chess. The fact that if you play badly your
pieces might get “boxed in” like a runner in a
pack in no way demonstrates the need for
“substance control” in chess. The fact is that
human beings can make strategic misjudg-
ments in any field of endeavor, but that does
not prove the need for universal “substance
control” rules, much as that might appeal to
General McCaffrey.

Moreover, it is impossible to see from
McCaffrey’s article just what the problem is.
For years, people have been told that all those
illegal drugs are harmful to the user, both
physically and mentally. Who hasn’t seen the
“This is your brain. This is your brain on
drugs” ads? Are we now to believe that some
chess players have found out that it actually
helps them to go into a game under the influ-
ence of some drug? There isn’t any evidence
for that, and it flies in the face of common
sense. Chess is a cerebral game and the very
last thing a player would want is to warp his
thinking.

Or is McCaffrey not talking about drugs in
the usual sense here at all? Author Paul Krass-
ner, in a Los Angeles Times op-ed, wrote,
“Meanwhile [McCaffrey] will continue his
crusade not only against illegal substances but
perhaps also against certain herbal food sup-
plements with a reputation for aiding memory
and concentration. Who would ever dream that

chess players could get in trouble for using
gingko biloba as a performance enhancer?”

That may indeed be it—the ex-Drug Czar
wants to ban and test for perfectly legal prod-
ucts that might, somehow, give one competitor
an “unfair advantage” over another. Doing so
would not only give the Drug War something
new to do, but would also be entirely consis-
tent with the egalitarianism of interventionists.

The notion that government has an obliga-
tion to ensure a “level playing field” in every-
thing from business to sports is well
entrenched in America, and McCaffrey evi-
dently intends to capitalize on it. He contin-
ues, “Drugs not only endanger the health of
athletes, but also obstruct the level playing
field where training and talent are the true
competitors.” Now, there is no evidence that
chess players use steroids, opiates, or amphet-
amines (drugs for which the Spanish Chess
Federation requires urine tests, much to
McCaffrey’s delight), much less that those
substances confer any “unfair advantage”—
but let’s start testing anyway!

McCaffrey’s suggestion elicited storms of
protest from chess aficionados. The letters to
the editor section of Chess Life boiled with
outrage. Dutch grandmaster Hans Ree wrote,
“Drug testing in chess is a perfect example of
officialdom creating a problem that didn’t
exist before their intervention.” Former Chess
Life magazine editor Larry Parr said, “A
search warrant is needed to enter your house,
but not your body. The rush to turn chess,
which is basically a minor art, into a sport
infested with body police is disgusting.”” An
anonymous writer said that “The need politi-
cians have to regulate everything is absolute-
ly out of control. What can we do to stop the
political agenda of these blubbering, fascist
lunatics?”

A Modest Proposal

In the spirit of Jonathan Swift, here is a
modest proposal that ought to make our pro-
hibitionists and egalitarians happy. Instead of
allowing chess players (and competitors in
other activities, too) the freedom to choose
what to consume and then subjecting them to
possibly unreliable tests, why don’t we instead
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mandate a uniform diet of healthful, organi-
cally grown, and politically inoffensive food
for all, and forbid the consumption of any-
thing else? Imagine the gains in fairness. No
competitor could get an unfair advantage by
consuming anything that might “enhance” his
performance! Imagine also the wonderful
employment opportunities for new govern-
ment officials, checking incessantly to make
sure that no would-be competitor was sneak-
ing a prohibited chocolate bar, cup of coffee,
or gingko tablet. Not only would we bring that
vital level playing field to chess (and bridge,
shuffleboard, darts . . .), we would stimulate
the economy at the same time.

What’s that you say? “What about free-

dom?” Well, as you all know, freedom can’t
be absolute. It must not get in the way of the
collective good. We can’t allow such an old-
fashioned abstract notion as that to thwart
progress against the scourge of “illicit sub-
stances.” Why, that would be as bad as boxing
in our pawns and rooks.

Of course very few people would be willing
to submit to the dietary controls, and that
would put an end to legal chess tournaments,
driving them into back alleys or onto the
Internet. But rest assured that the new Drug
Czar will trumpet the need to root out all such
unauthorized competitions.

The work of those who insist on meddling
in the affairs of others is never done. O
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The Perils of Positive Rights

by Tibor R. Machan

ne of the most powerful ideas opposed to
the free society is a notion political
philosophers call “positive rights.”

Sounds good, doesn’t it? What could be
wrong with being positive? Sounds like some-
thing out of Anthony Robbins or Norman Vin-
cent Peale.

But this is another case of all-too-successful
linguistic legerdemain, like that which over-
took the venerable concept of “liberalism.” It
is the kind of alchemy that turns gold to lead.
“Liberalism” used to specify a political phi-
losophy favorable to individual rights and
freedom. Now, in today’s lingo, it means
mostly the opposite: an ideology prescribing
the systematic violation of liberty for the sake
of redistributing wealth and otherwise engi-
neering society. (To be sure, the new liberal-
ism includes a sub-clause stipulating that peo-
ple may at least enjoy the sexual and other
non-economic freedoms distinctive to one’s
chosen “lifestyle.” But even these allowances
are more and more falling victim to the logic
of this liberalism’s command-and-control sta-
tism—as when “liberals” and conservatives
team up to urge censorship of sexually explic-
it fiction.)

Just as the new “liberalism” is fake liberal-
ism, so the new “positive rights” are fake
rights. In each case, the heart of a valid prin-
ciple has been gutted.

Tibor Machan (Machan@chapman.edu) is a profes-
sor at the Argyros School of Business and Econom-
ics, Chapman University.
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Natural rights—or, as they have been un-
cuphoniously dubbed, “negative rights”—
pertain to freedom from the uninvited inter-
ventions of others. Respect for negative rights
requires merely that we abstain from pushing
one another around. Positive rights, by con-
trast, require that we be provided with goods
or services at the expense of other persons,
which can only be accomplished by systemat-
ic coercion. This idea is also known as the
doctrine of entitlements; that is, some people
are said to be entitled to that which is earned
by other people.

“Positive rights” trump freedom. According
to this doctrine, human beings by nature owe,
as a matter of enforceable obligation, part or
even all of their lives to other persons. Gen-
erosity and charity thus cannot be left to indi-
vidual conscience.! If people have such posi-
tive rights, no one can be justified in refusing
service to others; one may be conscripted to
serve regardless of one’s own choices and
goals.

If positive rights are valid, then negative
rights cannot be, for the two are mutually con-
tradictory. So the question is: which concept
is the more plausible in the context of human
nature, of how the issue of rights arose, and of
the requirements of surviving and flourishing
in a human community?

America’s political system was founded on
a theory of human rights sketched in the Dec-
laration of Independence. The theory had
been most fully developed by the seventeenth-
century English philosopher John Locke. It
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held that every human being possesses the
inalienable right to, among other things, life,
liberty, and property. (Jefferson cast the tri-
umvirate as “life, liberty, and the pursuit of
happiness.”)

The rights Locke identified—following sev-
eral centuries of political and legal thinking—
are “negative” insofar as they require only
that human beings refrain from forcibly
intruding on one another. Their existence
means that no one ought to enslave another,
coerce another, or deprive another of his prop-
erty; and that each of us may properly resist
such conduct when others engage in it. Ordi-
nary criminal law implicitly rests on such a
theory of individual rights. On a common-
sense basis, murder, assault, kidnapping, rob-
bery, burglary, trespassing, and the like are all
casily understood as violations of negative
rights.

In the Lockean tradition, a conflict of
(valid) rights cannot exist. There may be dis-
putes about boundary lines, the exact histori-
cal record determining the propriety of a
rights claim, and similar practical detail. But
once the facts are unambiguously established,
so is the specific right. And the justice of that
specific claim (to a parcel of land, say) is
grounded in more basic, universal rights (to
life and freedom) that in turn are justified by
a correct understanding of human nature and
what that implies about how we ought to live
and organize ourselves in communities.

Understanding Human Nature

That an understanding of human nature is
even possible is, among some philosophers
anyway, a controversial issue. Yet skepticism
here, as in other cases, stems from an unreal-
istic conception of what it takes to know some-
thing—the idea that we must know everything
perfectly before we can know anything at all.
But if knowing something means to have the
clearest, most self-consistent, most reality-
grounded, and most complete conceptualiza-
tion possible to date, then sweeping skepticism
is unjustified. We need simply admit that we
will amend our knowledge if later observation
and thinking warrant it.

What we know now is that human beings,

uniquely among animals, survive by means
of their reason (which is a faculty of choice
and hence of morality). That this moral and
rational faculty does not function automati-
cally; and that the social condition required
to gain and retain the fruits of its unhindered
exercise is freedom. If human beings are to
survive and flourish in a social context, the
rights to life and liberty must be recognized
and protected.

From the rights to life and liberty there
emerges the right to private property. It rests
on two considerations: (a) that human beings
require spheres of individual jurisdiction, in
which they may carry out their moral respon-
sibility to choose to do the right thing; and
(b) that choosing to acquire valued items, from
the wilds or through trade, is a moral respon-
sibility, entailed by the exercise of the virtue of
prudence. Acquisition of property is some-
thing everyone ought to engage in to some
degree to survive—even a complete ascetic
needs food and a loincloth. We are not ghosts.

A political system whose purpose is the
fostering of human life and community must
be organized so as to protect the rights to life,
liberty, and their implementation, private
property. Thus any political rights must not
violate the more basic rights from which
political rights derive. Political rights include
the right to vote, serve in government, take
part in the organization of political cam-
paigns, and so forth. Practically speaking, the
exercise of one’s political rights may have an
impact on who may govern, various internal
rules of government, and the organization of
political processes. But under a regime erect-
ed to protect natural rights there can be no
political right to override anyone’ right to
life, liberty, or property. If the legal system of
a community does override those rights in a
systematic way, that is ipso facto evidence
that the system has become corrupted. It is no
longer a bona fide rights-protecting regime
but one governed by arbitrary (even if major-
ity) rule. Indeed, one of the deficits of con-
temporary conservative legal theory is its fail-
ure to appreciate the intimate connection
between Lockean individualism and democ-
racy. Because of this, many think democracy
may trump our basic rights. It may not.
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To Secure Our Rights

' The Founders established a government to
secure individual rights because they
believed, with Locke, that justice requires
communities to recognize our moral agency.
We have a personal responsibility to run our
own lives. Governments are established
among men to procure, preserve, and protect
a realm in which that moral agency may be
freely exercised.

Enter the bad guys, stage left.

Those who sought to retain some elements
of the political outlook that Locke’s theory
had overthrown—namely, the view that peo-
ple are subjects of the state (in fact, belong to
the state)—found a way to expropriate and
exploit the concept of human rights to
advance their reactionary position, just as
they expropriated and exploited the concept
of liberalism. (Yes, Virginia, Karl Marx was a
reactionary!)

Riding on purloined prestige, they pervert-
ed the concept of individual rights at its root
so that it came to mean not liberty from others
but service from others. Who needs the right
to pursue happiness when one has the right to
be made happy (even if the thus-extracted
“happiness” should render the indentured
providers of it miserable)?

This was a view of rights that wiped moral
agency right out of existence. Positive rights
are thus nothing more than mislabeled prefer-
ences, or values, that people want the govern-
ment to satisfy or attain for them—by force.2
They are grounded in nothing that pertains to
the fundamental requirements of human
nature and human survival. The theorizers of
such rights in fact go out of their way to
ignore such requirements. Yes, man needs
bread, as stipulated. But he does not live by
bread alone. He is not an ant who can survive
on whatever crumbs fate happens to strew in
his path. He needs the freedom to make the
bread and trade the bread.

And he needs consistent and objective gov-
ernance. But when the conceptual perversion
known as positive rights becomes the guiding
principle of a polity, the state cannot govern
by anything like the consistent standards that
emerge from the theory of negative rights.

The alleged positive rights of the citizenry
must clash constantly. To the extent one per-
son is conscripted to serve another, he can no
longer serve his own purposes, nor, indeed,
even the purposes of many others, given the
scarcity of the time and skills to which others
are supposedly naturally entitled. There is no
principle implicit in the doctrine of positive
rights that can resolve the conflicts. But posi-
tive rights conflict most of all with our basic
negative rights to life, liberty, and property.

Guided by such a doctrine, governments
cannot merely protect our rights. They must
positively pit some rights against others.
Instead of simply “securing these rights,” they
must scrounge for some additional standard to
tell which and whose rights should get protec-
tion. Since no intelligible such standard is
available, the situation collapses into one of
rule not by objective law but by subjective
men—men who will decide which rights need
protection, and which do not, on a shifting
case-by-case basis. Perhaps the ascendant
pressure group of the moment will carry the
day, or perhaps the latest opinion polls. In
practice, the working principle is: “You have
a right to whatever you can get away with,”
the same consideration governing any plain
criminal.

The theories defending positive rights are
just as incoherent as the practice of them must
be. Positive rights have even been defended
on the grounds that negative rights—of the
very poor, for example—entail positive ones.
Others argue that all rights are in fact positive
insofar as they are all meaningless unless they
are actively protected; and the right to the pro-
tection of one’s right to freedom is a positive
right, not a negative one.

Both views suffer fatal flaws. The first gen-
eralizes into a principle of law an understand-
able but regrettable response to what amounts
to a rare moral emergency—one that becomes
more and more rare the longer a society is
free and able to build its prosperity. In some
rare cases, an innocent person might indeed
be totally helpless and have no choice but to
obtain resources by stealing them. Perhaps
only filching that piece of fruit will stave off
immediate starvation. But extraordinary cir-
cumstances cannot generate laws granting a
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permanent right to steal, not when stealing
itself means taking by force what by right
belongs to others. There is no need for a soci-
ety to send the occasional Jean Valjean to
prison for 20 years; he might well be forgiven
the transgression. But on the other hand, if the
general concern for the plight of such individ-
vals is genuine, there is no reason private
charity cannot suffice to meet the need either.
Moreover, if the members of a society engage
in theft as a regular way of life, it will only
undermine the production of wealth that
everyone’s survival depends on, including that
of the poorest.

As for those who believe that protection of
negative rights requires positive rights, they
fail to show that any such right to protection
can exist unless there already exist the more
fundamental—and “negative”—right to liber-
ty. To gain protection for something presup-
poses that one has the right to act for that pur-
pose, including the right to voluntarily com-
bine with others to delegate authority, form
the government, and gain the protection. The
services of government are something people
must choose to obtain by their consent to be
governed. They do not have a natural right to
them prior to having freely established that
institution. Indeed, for that reason taxation,
which fit well those regimes that treat people
as subjects, is anathema to the free society in
which even the funding of the legal order
must be secured voluntarily.?

Because it is itself arbitrary and incoherent,
the doctrine of positive rights leaves govern-
ment free to be arbitrary and incoherent. As
long as some people are getting resources that
were earned by somebody else, that’s all that
counts. One day it’s subsidizing AIDS
research that tops the to-do list; the next it’s
fostering the arts by splurging on the Nation-
al Endowment for the Arts and PBS; the next
it’s curing everyone of smoking and plunder-
ing the tobacco companies. No principles, no
logic, no standards of restraint, and no sure-
fire way to know from day to day what one
will be free to do and what one will be pro-
hibited from doing. Whatever the leaders say
goes, so long as they continue to mechanical-
ly genuflect before the altar of democracy.

If we are to reverse course and achieve a
more consistently free society we must tear up
the counterfeit standard of rights and restore a
gold standard: the rights doctrine that enables
us to actually pursue, and achieve, life and
happiness. U

1. In recent times the doctrine has been reshaped by such philoso-
phers as James P. Sterba and Henry Shue, and legal scholars such as
Stephen Holmes and Cass R. Sunstein.

2. For a full exposition of the positive-rights doctrine as devel-
oped by theorists of the political left, see Tom Campbell, The Left
and Rights (London and Boston: Routledge, 1983). There are some
from the political (Hegelian) right who also endorse positive rights—
e.g., Thomas Hill Green.

3. For a more detailed discussion of this issue, including viable
alternatives to taxation, see Tibor R. Machan, “Dissolving the Prob-
lem of Public Goods: Financing Government without Coercive Mea-
sures,” in T. R. Machan, editor, The Libertarian Reader (Lanham,
Md.: Rowman & Littlefield, 1982).
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Beyond GDP: A
Breakthrough in National
Income Accounting

“It is apparent that a large part of a country’s total production serves
for the production of capital goods and not for the production of
consumer goods, and that the production of capital goods must itself

become a specialized branch of manufacturing.”
—WILHELM ROPKE!

ood news! The U.S. Department of Com- on the fact that consumption expenditures

merce, which compiles Gross Domestic  usually represent about two-thirds of GDP. In
Product (GDP), has just added a new national  the second case, including government spend-
income statistic, Gross Output (GO), as a ing in GDP has led many pundits to believe
measure of total spending in the economy. I that an increase in that spending—even if
have been making the case for this new statis- accomplished through deficit spending—will
tic for over ten years. Now it is a reality. automatically increase economic growth (or

In The Structure of Production (1990) and conversely, a cut in government spending will
Economics on Trial (1993), 1 was critical of inevitably lead to a recession). Both conclu-
GDP for two reasons: sions are false.

First, GDP is a Keynesian concept that Most students of economics are unaware of
measures only the output of final goods and the fact that GDP was created by Simon
services and excludes intermediate produc- Kuznets during World War II to quantify final
tion. Second, government spending is includ- aggregate demand according to the new eco-
ed in GDP data, an autonomous addition to nomics of Keynes. As such, GDP ignores all
national output.2 intermediate spending in the economy, based

Both peculiarities of GDP have led to on the tenuous argument that earlier stages of
much mischief, In the first case, by focusing production constitute double counting.
solely on final output, many economists and However, the goods-in-process sector of the
commentators in the media have concluded economy—the natural resource, manufactur-
that consumer spending is more important ing, and wholesale stages—are important for
than capital investment in an economy, based several reasons. Austrian economist Eugen
—_ von Bohm-Bawerk and German economist
Mark Skousen (www.mskousen.com; mskousen@aol. ~ Wilhelm Ropke, among others, demonstrated
com) is an economist at Rollins College, Department (ot interest rates and technology greatly

of Economics, Winter Park, FL 32789, a Forbes . .
columnist, and editor of Forecasts & Strategies. His influence the structure of production and that

new book, The Making of Modern Economics, has f:hanges il:‘ the ear}y stages are especially
just been published by M. E. Sharpe. important in the business cycle.
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In an effort to measure intermediate pro-
duction, The Structure of Production intro-
duced a new national income statistic, Gross
Domestic Output (GDO)—a more complete
measure of spending at all stages of produc-
tion—as an “Austrian” alternative to the
Keynesian GDP. It counts spending (sales or
revenues) of firms at all stages of production,
not just at the retail level.

GO: A New National Statistic

For a decade I thought my criticisms of
GDP had fallen on deaf ears and no one was
interested in using a new national income sta-
tistic like GDO that accurately included total
spending in the economy, not just final output.
However, I am happy to report that the Com-
merce Department’s Bureau of Economic
Analysis has just begun to publish a new
series called “Gross Output,” an annual mea-
sure of total spending at all stages. GO is
defined as Intermediate Input (II) plus GDP
(final output).

Intermediate Input (II) represents the sale
of all products in the natural resource, manu-
facturing, and wholesale markets. GDP repre-
sents the final retail market.

I am currently working on a professional
paper analyzing GO and II statistics and
how they increase our understanding of the
economy. Since this paper will not be pub-
lished for some time, let me give you a few of
my preliminary conclusions. Overall, much of
the data appears to confirm several Austrian
themes.

First, the data support the Austrian theory
that the structure of production lengthens as
an economy grows. Indeed, from 1987 until
1998 real GDP rose from $6.1 trillion to $8.8
trillion, or 39 percent (using 1996 as a base
year). But real Intermediate Input (II)
increased from $4.3 trillion to $6.5 trillion, or
53 percent, much faster than GDP. In other
words, the producer/capital goods market
grew more rapidly than the consumer/retail
good market. This suggests that the number of
stages of production increased.

Second, the data seem to confirm the Aus-
trian view that production in the intermediate

processes tends to be more volatile than final
output and thus more sensitive to the business
cycle. For example, during the 1990-91
recession, real GDP fell $31.5 billion, while
real II fell $74.6 billion—more than twice
retail sales. Since then, intermediate produc-
tion has grown substantially faster (41 per-
cent) than consumer spending (27 -percent)
from 1991 to 1998. I would like to test these
statistics during previous boom-bust cycles
(such as 1973-75 and 1980-82), but unfortu-
nately, the data for IT and GO are incomplete
prior to 1987.

Third, GO data support the Austrian argu-
ment that business investment—not consumer
spending—is the driving force behind eco-
nomic growth. The Keynesian argument that
consumer spending is the largest sector of the
economy is specious and is based on a misun-
derstanding of GDP statistics. It is true that
personal consumption expenditures typically
represent 67 percent of GDP, but GDP is not
total spending in the economy. On measuring
total spending (GO), one sees that the capi-
tal/producer goods industry is substantially
larger than the final consumer/retail goods
industry. Using 1998 data, we find that per-
sonal consumption expenditures amount to
$5.8 trillion, only 38 percent of GO, and gross
business investment (which includes all inter-
mediate production, plus gross fixed invest-
ment) amounts to $7.9 trillion, 52 percent of
total spending.

In sum, intermediate production does mat-
ter, and GO is a better indicator of what
is happening in the entire economy, not just
the retail sector. Hopefully, the next step will
be for the Commerce Department to release
up-to-date quarterly data for GO and II as
they currently do for GDP. We could learn a
lot more about the direction of the economy
with these new Austrian national income
statistics. O

1. Wilhelm Répke, Economics of a Free Society (Chicago: Henry
Regnery & Co., 1963), p. 43.

2, See The Structure of Production (New York: New York Uni-
versity Press, 1990), chapter 6, and Economics on Trial (Homewood,
[L.: Irwin, 1993), chapter 4.

3. See “Improved Estimates of Gross Product by Industry for
1947-98," Survey of Current Business 80:6 (June 2000), pp. 24-63.
Table 8 measures Gross Output 1987-98, and table 9 measures Inter-
mediate Input 1987-98.
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Charter Schools in Action

by Chester Finn, Bruno Manno, and
Greg Vanourek

Princeton University Press ® 2000 ® 288 pages
* $27.95

Reviewed by of Andrew J. Coulson

With the publication of Charter Schools
in Action, the authors aim to provide a
definitive study of U.S. charter schooling at
the end of the twentieth century, complete
with a brief history explaining its origins and
some tentative hypotheses about its future.
They are, for the most part, successful. There
is at present no better source of information
for someone wanting to become familiar with
the concept and practice of charter schooling.

In its exposition of existing charter schools
and the legislation that governs them, the
book is well researched and documented,
combining useful statistical tables with per-
sonal interviews and case studies. As with the
authors’ previous works, the prose is not only
clear but also enjoyable to read. It particular-
ly shines when the authors dissect the argu-
ments against charter schooling leveled by
defenders of the educational status quo.

No book is without weaknesses, however,
and Charter Schools in Action has three. First,
it does not offer an explicit conceptual frame-
work within which to evaluate charter school-
ing. This causes problem number two, the
book’s failure to address adequately, or in
some cases even to recognize, the risks and
shortcomings of charter schools. Problem
number three is the authors’ cursory dismissal
of a promising alternative reform: the creation
of an unfettered educational marketplace.

The risks and shortcomings of charter
schools are several. For one thing, whenever
the state rather than the consumer pays for a
service, we have the breeding grounds for
fraud and corruption. Parents cannot be duped
into paying for children they do not have, but
the same can’t be said of government agen-

35

cies. The authors describe several fraudulent
abuses, but fail to acknowledge that the prob-
lem is intrinsic to the separation of payment
from consumption.

Allowing the government to hold the edu-
cational purse strings also draws the attention
of charter schools away from families and
toward the state. In a market, producers
increase their income either by cutting costs
or demonstrating improved services for which
consumers are willing to pay more. Charter
schools will only be able to raise revenues by
lobbying the state. The 14-fold increase in
inflation-adjusted per-pupil spending that has
occurred in government schools over the past
75 years is a sobering harbinger of what to
expect under charter schooling. The authors
provide evidence of this lobbying already
occurring among the country’s nascent char-
ter schools, but seem not to understand its
importance or inevitability.

Finally, charter schools preclude the direct
financial responsibility of parents that history
shows to be crucial for the maintenance of
parental involvement in, and control over,
their children’s education.

Based on historical and contemporary
precedents, charter schools are likely to be re-
regulated to the point where they are indistin-
guishable from traditional government-run
schools. The authors are aware of this “omi-
nous threat,” but can offer no solution.

The downside of charter schooling would
be of negligible importance if their impact
were limited to charter schools themselves.
Charter schools would still constitute some
improvement over traditional public schools.
The real concern is that previously indepen-
dent private schools are being lured into the
charter fold. If large numbers of private
schools adopt charter status, the eventual re-
regulation of charter schools will expand the
government education monopoly. The authors
make no mention of this Damoclean sword
hanging over the charter movement.

The most surprising flaw in Charter
Schools in Action is its cursory dismissal of
free-market education. The authors’ one-page
treatment of what they call the “chimera of
privatization” is so brief as to be virtually sub-
liminal and is out of place in an otherwise
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thoughtful and intelligent book. The authors
make a quick grab for their rhetorical six-
shooter and fire off a half-dozen bullet items
intended to dispatch educational markets. But
the authors succeed only at blowing a hole in
their own credibility.

While the book does not fully inform
readers of the pitfalls associated with charter
schools, or do justice to alternative educa-
tion systems, it offers the best source of
information currently available on charter
schooling. [:I

Andrew Coulson is the author of Market Education:
The Unknown History.

Monopolies in America: Empire Builders
and Their Enemies from Jay Gould to
Bill Gates

by Charles R. Geisst

Oxford University Press ® 2000 ® 355 pages
© $30.00

Reviewed by Burton Folsom, Jr.

he current Microsoft court case, hotly

debated and full of economic implica-
tions, makes a historical study of monopolies
and antitrust law very relevant. Unfortunately,
business historian Charles Geisst’s Monopo-
lies in America is incomplete and one-sided,
mostly reiterating the traditional statist inter-
pretation of big business and monopoly.
Geisst ignores a wealth of contradictory writ-
ings and evidence, and shows little under-
standing of the dynamic role of marketplace
competition.

Geisst’s goal is to describe the relationship
of big business and government from the
Civil War to the present. He gets off to a
shaky start by confusing oligopoly and
monopoly. Monopoly, strictly speaking,
means only one seller in a particular industry.
But whether a company is an active monopoly
or merely one that strongly dominates its
industry, Geisst implies that it has inherent
and insurmountable advantages that govern-
ment needs to dissolve.

In arguing his case, Geisst asserts that
predatory price-cutting was a common tech-

nique in the late 1800s and that “pooling” was
effective in stabilizing a company’s share of
the market. However, the detailed research of
D.T. Armentano, Thomas DiLorenzo, Butler
Shaffer, and Larry Schweikart (which Geisst
ignores or overlooks) shows that markets cre-
ated competition and gave customers low
prices. Pools didn’t endure, and predatory
price-cutting was rarely tried because, as John
McGee demonstrated for Standard Oil, it
would have been self-defeating. Standard Oil,
with the largest market share, stood to lose
more than it would have gained from cutting
prices below cost. Competitors, meanwhile,
would simply have reappeared when prices
rose. None of that is new or obscure, but
Geisst gives no evidence of familiarity with
the free-market critiques of conventional
theory.

Geisst maintains that the Sherman Antitrust
Act was needed because big businesses had
the ability, or at least the potential, to restrain
trade. He therefore deplores the first major
antitrust decision, the E.C. Knight case
(1895) because it allowed American Sugar
Refining to buy Knight and thereby control 98
percent of the sugar refining market in the
1890s. Geisst neglects to mention that new
sugar companies entered the refining business
quickly after the Knight consolidation and
had slashed American Sugar Refining’s mar-
ket share to 25 percent by the mid-1920s.
The market, not government, created this
competition.

The pattern was similar with Standard Oil.
Geisst praises the decision to break up the
company in 1911 because it was so large and
“powerful.” But Standard Oil was in decline
even before its day in court: it failed to invest
in Texas oil or to innovate in off-shore
drilling. Gulf Qil, Texaco, and newer compa-
nies did those things and whittled down Stan-
dard’s market share years before the courts
broke up the company. Geisst further cites
U.S. Steel and International Harvester as sin-
ister behemoths stitched together by the pow-
erful JP. Morgan. But both companies failed
to innovate in the early 1900s and thus lost
significant market shares within 20 years after
their formation. For example, Bethlehem
Steel, not U.S. Steel, innovated in structural
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steel by inventing a process to make a beam in
a single section instead of riveting it together.

The only redeeming part of the book is the
last chapter, “Goodbye Antitrust (1983-
1999).” Geisst wrote two earlier books on
Wall Street and three on banking and capital
markets. On the financial developments of the
1980s and 1990s he is well informed and his
description and analysis of junk bonds, lever-
aged buyouts, hostile takeovers, and green-
mail is usually thoughtful. Geisst criticizes
the government’s disastrous prosecution of
IBM for its alleged near-monopoly in the
computer business. He writes, “During the
record-setting trial, IBM’ monopoly in the
computer business was proven to be a myth,
as dozens of smaller competitors entered the
market for the new personal computers.”
Once again, antitrust laws were not needed to
create competition, but led to the waste of
many millions of dollars in legal costs.

Unfortunately, when it comes to Microsoft,
Geisst returns to his old habits of reiterating
“conventional wisdom” without any critical
analysis. For example, he buys the govern-
ment’s line that Microsoft had to be pre-
vented from erecting “barriers to entry” to the
Internet.

Monopolies in America is weak on research
and rarely asks penetrating questions about
the theory that government action is neces-
sary to protect us against monopoly. But
Geisst, as he shows in his last chapter, is not
inherently biased against free-market ideas.
He just doesn’t seem to know the strong
scholarship supporting them. O

Burton Folsom, Jr., is historian in residence at the
Center for the American Idea in Houston, Texas, and
author of The Myth of the Robber Barons.

The Rule of Law in the Wake of Clinton

edited by Roger Pilon
Cato Institute ® 2000 ® 240 pages ® $9.95 paperback

Reviewed by George C. Leef

he oath of office obligates the president of
the United States to preserve and defend
the Constitution, and thus the central function

of his job amounts to maintaining the rule of
law. The president is not supposed to govern
the nation, but the temptation to misuse the
power of the office to do so has proven to be
one that most occupants of the White House
have been unable to resist. The history of pres-
idential usurpation of powers intended for
other branches of government, and of the
seizure of powers not intended for any branch,
is a long and sorry one.

The 42nd president, William Jefferson
Clinton, will be remembered for many dis-
honorable things, but foremost among them
should be the attack on the rule of law that
took place during his administration. Unwill-
ing to abide by the constitutional limits on
executive power, this latter-day Roman
emperor trampled the rule of law incessantly.
Clinton’s “We must win it, then” attitude,
expressed during the Lewinsky affair but
much in evidence throughout his presidency,
boiled down to a relentless determination to
have his way no matter what the law said.

Last July the Cato Institute held a confer-
ence to discuss the Clinton administration’s
lawlessness. Fifteen scholars presented papers,
and this book now puts their work before the
public. Edited by Roger Pilon, Cato’s vice
president for legal affairs, they demonstrate
that, across a wide front, Clinton and his min-
ions overran the rule of law. Our defenses
against the arbitrary exercise of executive
power, when put to the test, proved no match
for a president who would not allow mere
words on paper to stand between him and the
accomplishment of his objectives.

What is so important about the rule of law
anyway? Law professor Lillian BeVier
explains in the book’s initial essay that the
rule of law secures order and liberty for all by
ensuring “equal impersonal treatment accord-
ing to known rules and without regard to sta-
tus, rank, or political persuasion.” Take away
the rule of law and we are all at risk of loss of
life, liberty, and property to grasping govern-
ment officials.

ACLU President Nadine Strossen makes it
clear in her essay that the Clinton record
should be just as frightening to “liberals” as to
libertarians and conservatives. She observes
that privacy and speech rights have been
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pounded under Clinton, writing that, “The
overarching theme that captures Clinton’s
overall civil liberties transgressions, including
in the free speech and privacy areas, is that
they seem animated not by ignorance of con-
stitutional principles, but rather by a brazen
disregard for those principles.” Moreover, she
worries that Clinton’s attacks will have long-
lasting repercussions. He has, after all, shown
future presidents how much they can get away
with.

Senator Fred Thompson recounts Clinton’s
use of the Justice Department as a shield for
its numerous legal transgressions. Janet Reno
was not his first choice for attorney general,
but it is hard to imagine that anyone else
would have performed more dutifully the job
of insulating top officials from legal responsi-
bility for actions that appeared to violate the
law. Thompson writes that “the Attorney Gen-
eral was unduly protecting high-ranking offi-
cials from the regular legal process that other
citizens have to undergo.” A sycophantic,
politicized Justice Department is a necessity
for presidents who want to play fast and
loose with the law, and Clinton has now set
the standard.

There is much more. The many executive
orders that have pushed executive power far
beyond that of the most imperial of earlier
presidents are discussed ably by Pepperdine
law professor Douglas Kmiec. The govern-
ment’s love affair with civil-asset forfeiture
and general hostility to property rights are
illuminated by Cato’s Tim Lynch. Berkeley
law professor John Yoo discusses Clinton’s
free-wheeling adventurism in foreign affairs.

The part of the book that I found most
intriguing was that on the three “wars” waged
by Clinton, all shunting aside the law in order
to win public-relations points for himself
and the Democratic Party: first, the war on
tobacco, brilliantly analyzed by Robert Levy
(Cato’s senior fellow in constitutional stud-
ies); second, the war on firearms, dissected by
Alabama Attorney General Bill Pryor; and
third, the war on Microsoft, with Boyden Gray
(legal counsel to the first President Bush)
doing the honors.

The fact that so many influential groups—
especially the legal profession—have turned a

blind eye to the Clinton administration’s
repeated and egregious attacks on the rule of
law is extremely disquieting. Evidently, presi-
dents who hew to leftist pieties can now
expect to get away with constitutional murder.
And even presidents who don’t hew to leftist
pieties may read from the Clinton blueprints
on the maximization of power. Thanks to Cato
for putting a high-powered spotlight on this
serious problem.

George Leef is the book review editor of ldeas on
Liberty.

From Mutual Aid to the Welfare State

by David T. Beito

University of North Carolina Press ® 2000
¢ 424 pages ® $24.95

Reviewed by Roger W. Lotchin

David T. Beito has written a book of sig-
nificance to many subdisciplines of his-
tory, including urban history, social history,
African-American history, and immigration
history. Concentrating on the oft-ridiculed
fraternal lodges, Beito argues that Americans
have gone from a welfare system of mutual
aid based on reciprocity to one of paternalis-
tic dependency based on hierarchy. The thesis
is stated precisely and argued systematically
throughout the book and documented with a
wealth of evidence.

Beito, professor of history at the University
of Alabama, argues that the fraternals’ popu-
larity grew out of their ability to provide
important welfare services to their members
in a personal and noncondescending manner.
As he cogently puts it, “In contrast to the hier-
archical methods of public and private chari-
ty, fraternal aid rested on an ethical principle
of reciprocity” Societies grew up to satisfy
members’ needs for both sociability and
security.

Whether speaking about disease, housing,
poverty, or ethno-cultural relations, nineteenth-
and twentieth-century analysts of the Ameri-
can city have painted it in gloomy colors
indeed. If Beito’s book is any indication, more
discerning observers are beginning to see
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some virtue in those belabored urban places.
As the author points out, the fraternals tended
to arise in cities precisely because cities pro-
vided the societies with the necessary mass of
potential members.

The lodges satisfied a great range of peo-
ple’s needs. Members of all races, nationali-
ties, and creeds dreaded becoming public
charges, feared sickness and injury, and were
horrified at the prospect of a funeral at public
expense. Fraternal societies created an amaz-
ing range of organizations to ease these con-
cerns. Masons, Knights of Columbus,
Foresters, Odd Fellows, Woodmen, Workmen,
Sons of Italy, Scots’ Charitable Society,
Rebekahs, Moose, Elks, Mosaic Templars of
America, Eagles, Hibernians, and others
march through the pages of this volume in
pursuit of the goal of security for their mem-
bers. Where the critics of the city (historic and
contemporary) usually see dearth and desper-
ation, Beito finds a cornucopia of organized
and precocious self-help.

The fraternals shared the common values
of mutuality, reciprocity, self-help, civility,
business training, thrift, leadership, self-
government, self-control, and “good moral
character.”” Although the neo-tribalists in
academe commonly emphasize the impor-
tance of race, class, and gender, Beito gives
these matters a different twist. While fraternal
societies often grew up on such foundations
as African-American origins, Jewish descent,
ot Irish culture, the organizations were similar
and preached and practiced common values.
These were not just blue-collar organizations;
they comprised both blue- and white-collar
people and included native-born Americans,
immigrants, blacks, and women.

Above all, these fraternal believers in self-
help created successful organizations. For
decades, membership increased, benefits rose
and expanded, organization improved, activi-
ties multiplied, and locals and nationals pro-
liferated. Fraternals created orphanages,
homes for the elderly, insurance programs,
death and sickness benefits, and even health-
care systems. For a time, before being driven
out of the business, fraternals hired their own
doctors to care for their members.

Beito’s evidence points unmistakably to the

conclusion that the fraternal societies created
extensive benefits for their members. Howev-
er, after many years of useful work, the ser-
vices of the fraternals became less important.
The medical profession stopped fraternals
from providing doctors; commercial insur-
ance captured more and more policies; and
the federal government co-opted the pension
function. Aid to Dependent Children, provid-
ed under Social Security legislation, under-
mined the orphanages by making cash pay-
ments to foster homes. In one of its most
insensitive actions, the government began
providing medical care in competition with
African-American organizations that had
painstakingly constructed their own success-
ful hospital and clinical-care systems in
Mound Bayou, Mississippi.

The book is wise, civil, and thoughtful
throughout, but especially in its conclusion.
As the author suggests, “instead of mutual
aid, the dominant social welfare arrangements
of Americans have increasingly become char-
acterized by impersonal bureaucracies con-
trolled by outsiders.” O

Roger Lotchin is professor of history at the Universi-
ty of North Carolina, Chapel Hill.

Viable Values: A Study of Life as the
Root and Reward of Morality

by Tara Smith

Rowman and Littlefield ® 2000 ® 204 pages
® $21.95

Reviewed by Aeon J. Skoble

fundamental problem in moral philoso-

phy is the question of why one should be
moral in the first place. Although moral
philosophers since Plato have been giving
answers to that question, it is the sort of ques-
tion that is good to address regularly, not least
because so many people remain unpersuaded
each time. Tara Smith’s new book, Viable Val-
ues: A Study of Life as the Root and Reward of
Morality, won’t be the last such attempt, but it
is a very good one. Smith may be familiar to
readers of this magazine as the author of
Moral Rights and Political Freedom, a solid
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defense of political liberty. Indeed, the deriva-
tion of objective values in this new book
makes her earlier argument for liberty that
much more firmly grounded.

Smith, professor of philosophy at the Uni-
versity of Texas, writes that she intends to
“examine Ayn Rand’s thesis that values and
morality are grounded in the requirements of
human life.” Rand’s approach to the why-be-
moral question, which is itself a variant of
Aristotle’s, is that the point of being moral is
to flourish as the sort of living being one is.
Smith’s analysis is characteristically thorough
and rigorous, and backed by careful scholar-
ship. She is not merely engaged in Rand
exposition, but rather in making an original
argument influenced by Rand, and exploring
key meta-ethical issues. It is a well-organized,
logical argument, written with engaging style.

The basic idea is that to live—not to live
well, but to live at all—one needs to interact
with the world in certain ways and use one’s
faculties to contribute to the preservation and
enhancement of one’s life. Beginning with
that premise makes the theory an example of
what philosophers call “ethical naturalism,”
but it is a naturalism that is not unchosen and
externally imposed. Morality, on this view, is
chosen, but natural in the sense of referring to
the way the world works. Since the fact of
human life is objective, values are objective.
Rationality is our objective tool for discover-
ing and then choosing the right values. With
this approach, Smith distances herself from
the fashionable subjectivism and cultural rel-
ativism that pass for ethics these days.

Smith includes a good discussion of the so-
called “fact-value distinction,” a common
error in modern moral philosophy. Critics of
ethical naturalism claim that one can never
deduce a value from a fact (an “ought” from

n “is”), and hence a theory of “nature” can
be of no use in producing an ethics. On the
contrary, Smith argues, ought-claims can be
deduced from is-claims: since battery acid is
lethal, T ought not to drink any. Since ratio-
nality is one of the powers at my disposal, I
ought to use it to preserve and enhance my
life. Courage might be a genuine value
because “[I]f a person is cowardly when his
values are at stake . . . he will suffer. . . . Pre-

tending that things are other than they are . . .
does nothing to strengthen his ability to navi-
gate the facts that he distorts.”” Smith is argu-
ing that life is what makes values possible, but
also what makes them necessary. Understand-
ing what life is enables us to discern values,
and the point of values is to live (well).

In addition to criticizing the intuitionist,
contractarian, and rationalist approaches to
ethics, Smith distinguishes her ethical egoism
from hedonism and subjectivism. She writes
that the “image of egoism as indulgent con-
sumption belies the fact that a person’s life is
not sustained without effort. Consumption per
s¢ is not the measure of a person’s interest
because people do not live simply by consum-
ing. . . . An egoist must cultivate qualities that
generate the values that his survival depends
on.” Principles aren’t a luxury, but a practical
necessity, and violating one’s principles is “an
interruption of a person’s progress along a
life-promoting path. . . . Deviation from
correct principles works against a person’s
interest.”

Two criticisms worth noting: First, Smith is
promoting a line of thinking that is ultimately
derived from Aristotle, even though it is true
that Smith, Rand, the neo-Aristotelians, and
Aristotle all have their differences. Why not
make the Aristotle connections more explicit?
For general readers, this would be of minimal
value, but many of Smith’s readers will have
some philosophical background and may
want to see some of this.

Second, I was puzzled by Smith’s argument
that “rational interests do not conflict”” She
says we need not regard morality as a “zero-
sum game,” and hence we do not need to, for
instance, sacrifice honesty for convenience.
One person’s cultivation of values, living a
flourishing life, does not take away from
another’s ability to pursue a good life. But
does it follow from that that “as long as they
are led rationally, . . . people’s lives do not
conflict”? It’s true that my pursuit of virtue
does not interfere with another’s, but surely
my pursuit of some scarce good does. We can
all live an honest life, but we cannot all own a
home in the Hamptons—even if we were all
rich enough to afford one, there just aren’t
enough to go around. If the good is scarce,
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and it is a rational goal for even some people,
there may well be a conflict. But this section
was the only one I found unpersuasive, and
her argument certainly does not depend on it.
In any case, these objections don’t detract
from what is an excellent book on moral phi-
losophy, which the general reader and the aca-
demic philosopher alike could profit from
reading. O

Aeon Skoble is a visiting assistant professor of phi-
losophy at West Point. The ideas expressed here are
his own.

Nonzero: The Logic of Human Destiny

by Robert Wright

Vintage Books ® 2001 ® 448 pages
® $15.00 paperback

Reviewed by Todd Zywicki

n Nonzero: The Logic of Human Destiny,

Robert Wright argues that gains from
trade, or “nonzero” transactions, is the moti-
vating force driving human history. Because
of the advantages of engaging in nonzero-sum
transactions, it was virtually inevitable that
living organisms would evolve whose prima-
ry function would be to capitalize on the ben-
efits of nonzero trading opportunities. In turn
these species would construct social, legal,
and cultural institutions whose primary pur-
pose was to make possible ever-increasing
gains from trade. There is an “arrow” to his-
tory, one pointing toward ever-increasing
social complexity designed to make nonzero
interactions possible.

Wright divides the book into three basic
parts that elaborate the idea of the centrality
of nonzero interactions to the trajectory of
human history. Part I, modestly titled “A Brief
History of Humankind,” advances the thesis
that human cultural evolution can be best
understood as the creation of “technologies,”
such as money, writing, and printing,
designed to make possible the realization of
gains from trade. Employing a model of Dar-
winian selection among cultural groups,
Wright argues that once invented, these useful
technologies tended to spread rapidly.

Invoking the concept of reciprocal altruism
from evolutionary psychology, Wright argues
that humans are naturally inclined to engage
in nonzero-sum transactions. Here Wright has
in mind two basic engines of such interac-
tions: the division of labor and the division of
knowledge. Wright places more emphasis on
the latter. Information, after all, is the ideal
nonzero-sum good; unlike physical resources
(such as coal or food) the stock of information
does not decrease as more people use it.

Once discovered, information can be made
freely available to all—indeed, many types of
information technologies become increasing-
ly valuable as more people use them. Wright
plots the arrow of human cultural evolution as
the spread of these new information technolo-
gies. Following on the heels of the revolution-
ary inventions of agriculture, money, and
printing, the future will be powered by the
Internet, an information-processing device
that can instantaneously coordinate informa-
tion from disparate parts of the globe.

Part II, “A Brief History of Organic Life,”
develops a similar model of biological evolu-
tion to that proposed for cultural evolution in
Part 1. Specialization of cells in living crea-
tures provides similar benefits to the special-
ization of functions in a human economy. As
a result, there is a similar arrow of biological
evolution, generating increasingly complex
organic entities and culminating in the evolu-
tion of a species of high intelligence. If intel-
ligent humans had not evolved to fill this envi-
ronmental niche, Wright believes some other
creature almost certainly would have.

In Part III, Wright draws predictions about
the future course of cultural and political
evolution. Building on his earlier analysis,
Wright foresees the continued expansion of
nonzero-sum exchange to the global level,
powered by the Internet. He believes that
political institutions are necessary to creating
the conditions for nonzero-sum exchange,
thus political institutions co-evolve with the
scope of the gains from nonzero-sum
exchange. Thus he foresees the development
of global government to regulate the needs of
a global economy and global information
transmission.

Earlier in the book Wright recognizes the
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possibility that the surplus from exchange
appears first and that political institutions
arise to appropriate some of the surplus that
has already been created. If so, the gradual
elevation of power toward global political
institutions should be resisted, rather than
embraced. He leaves this tension unresolved
in his conclusions.

One of Wright’s central themes is that
“good ideas,” such as eyesight, tend to be
“invented” independently many times in his-
tory. The book itself unwittingly proves the
point. Many of the core ideas of Nonzero were
also articulated by F.A. Hayek. Hayek’s
career, of course, was dedicated to an exami-
nation of the way that dispersed knowledge
is coordinated and transmitted to dispersed
decision-makers. Hayek also advocated a

model of cultural group selection virtually
identical to Wright’s. Wright, unfortunately,
only mentions Hayek once in passing.
Nonetheless, Wright has provided an
important service by making these ideas
accessible in a way Hayek was unable to do.
Wright, a former reporter for The New Repub-
lic, has written a book for the new millenni-
um, clear and witty in exposition, penetrating
and provocative in analysis. Many of his tan-
gents are as interesting as the central narra-
tive. Everyone interested in freedom and
spontaneous order, and the implications of
those concepts for understanding both the
past and future, should read this important
and fascinating book. O

Todd Zywicki is associate professor of law at George
Mason University School of Law, Arlington, Virginia.
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FEE Student Seminar in Seattle

s Antitrust Anticompetitive?
April 20-21

FEE is trekking out to the Pacific Northwest to deliver a fresh per-
spective on antitrust theory and practice to area students. Distin-
guished professors Kenneth Elzinga and Andrew Kleit will join Robert
Levy and the president of FEE, Donald Boudreaux, to focus on the in-
tersection of law and economics in the history of American antitrust
policy. The program is free of charge, and all students—particularly
undergraduate and law students—are encouraged to attend.

For more information, please visit
www.fee.org/seminars/seminars.html,
or call (914) 591-7230, ext. 223.
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Racial Profiling
ormer President Clinton called for a

Fnational crackdown on racial profiling
and ordered federal law-enforcement authori-
ties to begin an investigation. While running
for president Al Gore promised the NAACP
that if elected, eliminating racial profiling by
the nation’s police departments would be a top
priority. New Jersey Governor Christie Todd
Whitman fired Police Superintendent Carl
Williams after the 35-year veteran trooper
said in an interview that minorities are more
likely to be involved in drug trafficking.

In 1996 New Jersey Superior Court Judge
Robert E. Francis suppressed evidence and
dismissed criminal charges against 19 black
defendants because he found a “de facto pol-
icy of targeting blacks for investigation and
arrest . . . violating the equal protection and
due process clauses.”

What is racial profiling? Does it serve any
purpose? In the most general terms, racial
profiling is a process whereby people employ
a cheap-to-observe physical characteristic,
such as race, as a proxy for a more costly-to-
observe characteristic. It is prejudice, in the
sense of the word’s Latin root—the act of pre-
judging, or the practice of making decisions
on the basis of incomplete information.

Since the acquisition of information is not
costless and requires the sacrifices of time
and/or money, we all seek methods to econo-
mize on its acquisition. Prior to making a

Walter Williams is the John M. Olin Distinguished
Professor of Economics and chairman of the eco-
nomics department at George Mason University in
Fairfax, Virginia.
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decision, people never obtain all of the infor-
mation available or possible to obtain. For
example, people prefer low prices to higher
prices for a given purchase, but they never
canvass all prices. In choosing a mate, we
never obtain all possible information about
our prospective spouse. In these and other
decisions, we decide that a certain amount of
information is “enough” and we search no
more.

Consider the following example of pre-
judging. Suppose on entering a room a person
is unexpectedly confronted with the sight of a
fully grown tiger. A fairly reliable prediction
is that one would endeavor to leave the area in
great dispatch or otherwise seck safety. All by
itself that prediction is uninteresting. More
interesting is the explanation for the behavior.
Would the person’s decision to run be based
on any detailed information held about that
particular tiger? Or would the decision be
based on the person’s stock of information
about tigers in general, what his parents have
told him about tigers, and tiger folklore? Most
likely the individual’s decision would be
based on the latter. He simply pre-judges, or
stereotypes, the tiger. The fact that it is a tiger
is deemed sufficient information for action.

If a person did not pre-judge, or employ
tiger stereotypes, his behavior would be dif-
ferent. He would endeavor to acquire addi-
tional information about the tiger before tak-
ing any action. Only if the tiger became men-
acing or lunged at him would he seck safety.

Most people so confronted by a tiger would
not seek additional information. They would
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quickly calculate that the expected cost of an
additional unit of information about the tiger
is greater than the expected benefit.

Pre-Judging People

What is popularly termed racial profiling
represents pre-judging, where policemen dis-
proportionately stop black motorists or pedes-
trians for identification, questioning, and con-
traband searches. We might ask: can one’s
racial characteristics serve as a proxy for
some other characteristic not as readily
observed? The answer is unambiguously in
the affirmative. Knowing a person’s race
allows one to make some fairly reliable gen-
eralizations because race is correlated with a
number of social and physical characteristics.
Knowing that a man is black, one can assign a
higher likelihood of his having diseases such
as prostate cancer, sickle cell anemia, and
hypertension. Knowing a person’s race allows
one to assign a probability to a host of socio-
economic characteristics such as scores on
achievement tests, wealth status, criminal
record, or basketball proficiency. Given this
reality, we can no more reliably say that a
policeman is a racist when he assigns a high-
er probability to a black’s being a criminal,
and stops him for questioning or search, than
we can reliably say that a physician is a racist
when he assigns a higher probability of
prostate cancer to his black patients and
screens them more carefully.

Jesse Jackson once commented, “There is
nothing more painful for me at this stage in
my life than to walk down the street and hear
footsteps and start thinking about robbery—
then look around and see somebody white and
feel relieved.” Jesse Jackson asserted a rela-
tionship between race and crime. Does that
make him a racist?

There are certain high-crime areas of a
city—maybe it is New York’s Harlem or
Washington, D.C.’s Anacostia—where taxicab
drivers have been assaulted, robbed, and mur-
dered. Out of safety concerns, white and
black taxi drivers seek to identify and hence
avoid passengers they suspect might ask to

be driven to those areas. This is racial profil-
ing, but it does not necessarily indicate racial
preferences.

I've experienced racial profiling. One instance
was when I resided in Chevy Chase, Mary-
land, an exclusive Washington suburb. A Sat-
urday chore, resulting from owning a corner
house, was to pick up trash discarded by
motorists. Once while doing this, a white gen-
tleman offered me a job cleaning up his prop-
erty. When I thanked him and told him that I
would be busy the rest of the day working on
my dissertation, he apologized profusely.

The reality is that race and other character-
istics are correlated, including criminal
behavior.® That does not dispel the insult,
embarrassment, anger, and hurt a law-abiding
black person might feel when being stopped
by police, watched in stores, being passed up

by taxi drivers, standing at traffic lights and

hearing car door locks activated, or being
refused delivery by merchants who fear for
their safety in his neighborhood. It is easy to
direct one’s anger at the taxi driver or the mer-
chant. However, the behavior of taxi drivers
and owners of pizza restaurants cannot be
explained by a dislike of dollars from black
hands. A better explanation is they might fear
for their lives. The true villains are the tiny
percentage of the black community who prey
on both blacks and whites and have made
black synonymous with crime.

One cannot unambiguously say that police
racial profiling represents racist preferences.
Racial profiling is practiced by both black and
white policemen. Ending racial profiling by
police would put more black people at risk. To
the extent that black people commit more
crimes than white people, to the extent that
black people are the major victims of black
criminals, to the extent that police stops catch
criminals—to that extent, eliminating racial
profiling would deprive law-abiding blacks
protection from criminals. O

*Percentage of black arrests for selected crimes, 1995: murder
and non-negligent manslaughter, 54.4; forcible rape, 42.4; robbery,
59.5; aggravated assault, 38.4; burglary, 31; vehicle theft, 38.3;
fraud, 34.7; receiving stolen property, 39.4; weapons violations,
38.8; drug violations, 36.9. Crime in the United States, 1995 Uni-
form Crime Reports: Uniform Crime Reports (Washington, D.C.:
U.S. Government Printing Office, 1995), p. 226.
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