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THE PUBLIC PHILOSOPHY which
characterized America during its
most creative period had many di-
verse and varied sources and trib-
utaries. When Thomas Jefferson
presented to an assembly of his
countrymen those memorable
words: “We hold these truths to
be self evident, that all men are
created equal, that they are en-
dowed by their Creator with cer-
tain unalienable rights, that
among these are life, liberty, and
the pursuit of happiness,” he was
borrowing from John Locke, Jef-
ferson had taken certain liberties,
for Locke said—“Life, liberty, and
property.”’” This was somewhat
more precise. ‘“Property” is an
essential and integral element of
the American Dream, the concept
and institution which allowed the
dream to be formulated into a

Dr. Gresham is President Emeritus and Chair-
man of the Board, Bethany College, Bethany,
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compelling capitalistic public phi-
losophy. Individual liberty was
tempered by inner moral respon-
sibilities which inspired free men
and women to swear allegiance to
God and country, and then proceed
to implement these oaths by sacri-
fice of “life, fortune, or sacred
honor” if necessary. Both liberty
and virtue undergirded the capi-
talistic public philosophy which
characterized the flowering of
Anmerica.

While the founding fathers and
succeeding generations differed
among themselves to the point of
heat, fire, and occasional violence,
an underlying common purpose
gave a sense of direction and a
vision of destiny which powered
the Western expansion and devel-
oped a “Nation under God with
liberty and Justice” for most ev-
erybody. This Weltanschauung de-
rived from remote times and
places. John Milton’s Areopagitica

323



324

was basic to the right to publish;
Adam Smith’s Wealth of Nations
contributed such fundamental
ideas as the division of labor and
the free market; John Locke and
the French Encyclopedists contrib-
uted to the politics and government
which issued therefrom; Mande-
ville’'s The Grumbling Hive was
modified by the more cautious and
systematic John Stuart Mill to
form the concept of the free in-
dividual as the unit of society;
John Calvin and the Puritans had
witnessed to the Apostles and
Prophets so eloquently that their
echos were still heard in Boston,
Richmond, and Philadelphia.

Life, Liberty, Property

The right to life meant more
than mere survival; it implied that
each person is manager of his own
life and is, therefore, the slave of
neither the state nor of any other
person or collection thereof. As a
unique and autonomous individ-
ual, each could realize his best self
in proportion to his ability, his
aspirations, and his diligence. The
basic unit of society was an indi-
vidual person who could feel joy
and sorrow, wonder at the uni-
verse around him, think about the
nature and destiny of man on this
little planet, and freely participate
in the govermment to which he
gave his consent,

The right to liberty carried
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overtones of the Graeco-Roman
concept of free men in contradis-
tinction to bond men. The Ameri-
can free man was no slave of the
state, the trade union, the associ-
ation, nor of any man or group of
men. That glorious free spirit was
perfectly illustrated by a wise
Texas pioneer named Ligon who
said, “I am a member of the Dem-
ocratic party, but I don’t belong
to it.” Individual and private judg-
ment is one of man’s most cher-
ished values — unless he has been
beguiled into the faceless collec-
tivist crowd.

Freedom to choose his own way
of life and to exercise his own
utility schedule were as much the
right of each founding father as
was his celebrated right to create
a new form of government free
from foreign domination. The
Yankee did not tell the Virginian
what he could buy, sell, or wear,
and the Planter knew better than
to attempt any thought control
over the New Englander. Liberty
meant freedom to initiate, acquire,
sell, enter into contracts, and to

exercise his right to freedom of ~

speech, press, or assembly. He felt
free to hire, fire, change jobs,
leave the country, or grow a long
and beautiful beard at will.

The right to property implied a
free market. A free man could .
trade, work, manufacture, buy or
sell at will as long as force or
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fraud was not involved. He could
save some of his money to buy
tools, land, hire help or build a
plant and thereby extend the pow-
er of his productive capacities as
well as those of his fellows. This
opened the way to the miraculous
division of labor whereby each in
his own way could contribute to-
ward the development of a vast
network of communication and
transportation which, in turn,
made this nation possible. New
cities developed — not blighted and
fearful jungles, but beautiful ci-

. ties wherein each did his own

thing without recourse to the ha-
tred and violence which now
threaten each urban dweller and
leave the lonely streets deserted
because of fear.

Differences there were, and laws
were necessary, but the common
sense of decency and fair play ob-
tained in sufficient strength to re-
strain the greed and aggressive-
ness of man. The strength of
public approval for industry, hon-
esty, frugality, and moral recti-
tude joined with the universal
public disapproval of rapacity,
lawlessness, violence, and misbe-
havior to save us from the gross
evils which now threaten our very
existence as a nation. Even the
outlaws of the Old West soon
_ yielded to that supreme control of
human behavior called publie
opinion,
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The concept of property became,
with the benefit of its religious
heritage, a doctrine of stewardship
wherein the owner was really act-
ing as a trustee for the Creator.
The Vanderbilts, Carnegies, and
Goulds felt responsible to man and
God for the administration of
wealth for the good of man. Char-
ity was born, not of the Welfare
State which destroys charity by
reliance on coercion but of the
thrust of obligation which derives
from freedom and from a sense of
property held in trust.

A National Interest

I have mentioned that the cap-
italist philosophy assumed certain
common ends and purposes for the
people of our nascent nation. The
Constitution opens with the dec-
laration of a free people seeking
to establish justice, preserve free-
dom, provide for the common de-
fense, insure domestic tranquility,
and promote the general welfare.
Honest, but differing, men con-
tended valiantly over State’s
rights, public improvements, in-
ternational involvements, and hard
money, but the overarching loyalty
to the country was never in ques-
tion. Free men were free to be
wrong as well as right; and the
best interest of each citizen turned
out to be the best interest of every
citizen. In rare cases, public opin-
ion, and, occasionally, the law in-
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tervened in such matters as the
defenge of the realm.

The prevailing public philoso-
phy, however, was not without
fault. From the standpoint of suc-
cessful operation, history shows
no more effective framework for
progress, yet that very idea of
progress marked the period with
Utopian expectations that were
beyond the realm of possible
achievement. The perfectibility of
man was assumed in the face of
historical evidence to the contrary.
Education was regarded as the
touchstone that could transform
stupidity into knowledge and ig-
norant immorality into informed
virtue. Only in recent times have
we faced up to the facts of human
limitation and the illusion of prog-
ress in morality, intelligence, and
art. The obvious progress in tech-
nology, together with our aston-
ishing success in achieving afflu-
ence, misled our fathers into great
expectations which history could
only deny.

The Current Public Philosophy

We lack a coherent and work-
able public philosophy in America
today. Such as we have can best
be described as Interest-Group In-
terventionism. The individual has
lost his identity to his interest
group. We speak now of the mi-
norities, the unions, the business
and trade associations, the par-
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ties, the South, the intellectuals,
the hard hats, the professions, but
not of the individual people who
are endowed with the rights to
life, liberty, and property. This
groupism has been internalized
with the result that a person will
vote against his own interest or
his own judgment in order to be-
long to the group. The groups
have learned the art of discipline,
and such pejorative words as
“Scab”, “Uncle Tom”, “Reac-
tionary”, or “Chauvinist” soon
bring the errant member back into
the interest group.

Those who defend Interest-
Group Interventionism assume
that countervailing group power
will bring about an appropriate
balance so that the public will be
served even though each group is
out for itself alone. Adam Smith
saw what he called “an invisible
hand” that caused good to redound
to society while each individual
sought his own ends. This ap-
peared to work as long as there
was an overarching public philos-
ophy which enabled the free mar-
ket to perform its miraculous
function. To posit, however, “an
invisible hand” that would derive
public good from interest-group
power is wishful fiction. The in-
terest group with the most clout
predominates, and the public be .
damned. Consider, for example,
the ignored claims of the public
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on striking teachers, or the public
need for access when a militant
youth group mounts a paralyzing
demonstration.

The Road to Violence

The loudly proclaimed objective
of equality turns out to be rhetoric
when the group interest is in-
volved. Group against opposing
group is a kind of warfare which
can resort to violence. Consider,
for example, the radical racists —
both black and white — or the rad-

ical union and the goon squads of
" the recent past. The human group
is of such a nature that it leads
its constituent members into fan-
tastic expectations and unreason-
able demands. An otherwise
thoughtful and sensible group
member may be blind to the na-
ture of his interest group action.
Casey Stengel, with more than us-
ual insight and candor said: “All
I want is a fair advantage.” This
is the attitude of the average in-
terest group.

So pervasive is this chummy
philosophy that our laws are writ-
ten for interest groups and our
government administers the laws
with the interest group in mind.
The Department of Labor, for in-
stance, has become a servant of
~ the unions, the Department of
- Agriculture works for the agri-
cultural interests, and the Depart-
ment of Commerce represents the
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trade associations. The net effect
of the interest-group philosophy
is contempt for law which dares
to oppose the group interest.

Radical youth have no reluc-
tance to violate the laws they dis-
like. The violator who burns his
draft card or burns an ROTC
building is more hero than law-
breaker to his crowd. Looting,
rioting, even killing are justified
and praised by the gang. Unions
who feel their interests are vio-
lated feel free to break laws, or
heads if necessary, to gain their
ends. The radical blacks have come
to regard policemen as pigs and
many laws of the land as racist.
Those who resisted the war in
Indochina gloried in stealing doc-
uments, aiding the enemy, evading
the draft, and disrupting society.
The agencies which mirror public
opinion such as the media, the
academic people, and the public
figures including some govern-
ment officials have, on occasion,
condoned and even praised such
contempt for the law.

War Against Business

Interest-Group Interventionism
has mounted the most amazing
war against business. From quite
different backgrounds, Mises and
Schumpeter predicted the assault.
Many business leaders have capit-
ulated and thereby contributed to
the predicament. The politicians
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have ganged up on the business
community for the obvious reason
that there are more votes with the
opposition; the young have called
business a rat race and concluded
that even if you win it you are
still a rat; the consumerists are
often more interested in punitive
action against business than in
public protection; radical ecolo-
gists care less for clean air, water,
and unspoiled nature than they
care for aggression against the
business community; even the un-
ions whose very life depends on
successful companies are out to
destroy, with political help, the
very industries which sustain
them.

Businessmen have lost the self-
esteem that makes the risks and
hardships of business and finan-
cial responsibility worth the can-
dle. The president of a vast cor-
poration must slink into his barri-
caded office from the back way and
say as little as possible about his
work and his interests lest the
ubiquitous enemy find new oppor-
tunities for attack. Some execu-
tives have joined the assault and
are lined up with the enemy in
order to buy a little public favor
with the leftwing establishment
and, perhaps, to pick up a few
bucks at the expense of their more
valiant colleagues.

The worker stands to lose even
more by the Interest-Group war
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against business. Absenteeism, a
major threat to the American econ-
omy, is a greater threat to the true
interest of the worker even though
his group folklore prompts him to
think of it as his own right and a
good way to get back at the com-
pany. Shoddy products and the loss
of markets, both foreign and do-
mestic, can only mean disaster for
labor. The peer group which once
ostracized an irresponsible worker
now defends him and even ap-
plauds his disregard of schedules
and assignments. Pride in work-
manship, once a major satisfac-
tion to an employee, is now held in
cynical contempt by some who carp
of exploitation and alienation.

The Worker’s True Interest

The true interest of a worker is
a prosperous company of which he
can be proud, one which can afford
to pay him well and treat him with
considerable respect as an essential
colleague. Such a worker is proud
of his product which can compete
with anything in the world. Yet
the gang philosophy has threat-
ened his job security by ill-con-
ceived laws. It has taught him to
think of work as a necessary evil,
his company as an enemy, his job
as a right of access to fabulous pay
— with no responsibility for qual-
ity and quantity in production. ’

The American worker is ex-
ploited by the public philosophy
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and not so much by the corpora-
tion or by capital as he has been
led to believe. The New Left ridi-
cules him as a dope to believe in
his country, and the left-leaning
young call him a “Hard Hat” with
supercilious contempt. The poli-
ticians offer him anything to buy
his vote, and then give him only
bad legislation which worsens his
predicament. The strong and in-
dependent American worker seems
unaware of the Interest-Group
philosophy that is socializing his
property, curtailing his liberty,
and destroying his dignity.

The current public philosophy
tends toward socialist economics,
collectivist and egalitarian politics,
government intervention, feeling
rather than reason in the arts and
public concerns, change rather
than stability, sentimental identity
with the underprivileged at home
and abroad, sympathy for the left,
and antipathy for the right.

The Class Struggle

The Utopian expectations in-
spired by the going viewpoint are
quite beyond human possibility —
if we can trust history. No civili-
zation has ever achieved equality;
but even if it were possible it
would not be satisfactory, for
those who feel disadvantaged seek
domination rather than equal stat-
us. Not everyone can belong to the
ruling class, for position and pref-
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erence require the obverse — sub-
ordination. Gilbert and Sullivan ef-
fectively lampooned the preten-
sions of such Utopian expectations
with the humorous failure of an
attempt to make the butler into
the Lord High Butler and the
coachman into the Lord High
Coachman. The consequence of a
successful revolution would not be
the ‘“classless society” but a new
and different ruling class, with in-
ferior status and subordination for
the rest. Much of the joy of the
new ruling class would be the op-
portunity to beat up and put down
the old ruling class. Envy, hate,
and aggression are the psycho-
logical matrix of the class struggle.

Interest-Group Interventionism
is not working and will not work
because it is based on too many
false assumptions. It lacks the
common purpose and teamwork es-
sential to a going and coherent so-
ciety. Socializing the industries
tends to reduce, rather than en-
hance, the standard of living. No
country can defend itself without
patriotism. No society can survive
unless its people can become inured
to the fact that many must accept
and enjoy subordinate positions.
Without reasonable equality of op-
portunity and equal justice under
the law, no country can survive.
No interest group can arrogate to
itself control of the body politic
without the dissolution of the
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country — unless that group be-
comes the government as happened
in Russia and China. Even then,
freedom is lost for all but the rul-
ing clique.

Toward the Recovery of a Workable
Public Philosophy

The ancient ideal of the rule of
law rather than the rule of men is
still valid even though the rush to
pass interest-group legislation has
perverted the concept. The rule of
law as conceived by Plato, Solon,
and Edward Coke implied that laws
should be minimal rather than end-
lessly proliferating as they are
today. The laws, moreover, must
be enforceable and enforced or
they are not laws at all. The ridicu-
lous attempts at the prohibition of
alcoholic beverages as conceived by
Volstead and passed by the Con-
gress are examples., Any law, more-
over, should be written precisely
so that interpretation is easy and
negotiation unnecessary. Good
laws are even-handed and fair to
everybody, and should be enforced
on all parties alike. The wheeling
and dealing of government regula-
tory agencies who strive for con-
sent decrees through muddled and
ambiguous legislation is a trav-
esty on justice and an invitation
to fraud.

Our system appears to suffer
from excessive special interest-
group legislation. This results in a

THE FREEMAN

June

hopeless jungle of class-oriented
laws, vaguely written, subject to
administrative bargaining and
dealing, rather than simple clarity
and enforcement. We have laws
for the veterans, the farmers, the
unions, the builders, the railroads,
the motor companies, the colleges,
and almost any other interest
group that comes to the mind and
attention of some eager legislator.

The country would be better
served by legislative sessions ded-
icated to the repeal of the super-
lative laws rather than the relent-

less creation of new ones. It is the .

shame of our age that a legisla-
ture takes pride in the number of
bills it has passed to clutter the
books and reduce human freedom.
Laws to protect life, liberty, prop-
erty, and laws to provide for the
security and defense of the realm
are essential and few. The legal
corpus, like university catalogues,
needs a thorough wringing out.

Avoid Needless Laws

In our charming little college
town, we once had a bright and
scholarly mayor who persuaded the -
town council to pass a law that no
dog should bark or make any men-
acing noise.  The dogs, unfortu-
nately, could not read, and the
growls continued. The state and
Federal laws are more sophisticat-
ed but therefore more threatening
to the common interest. A review
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of the special-interest legislation
passed in the last decade would
suggest real danger to the Repub-
lic. Such laws are intended to
bring advantage to a few at the
expense of many, and are, more-
over, frequently unenforceable on
a just and equitable basis. The re-
sult is administrative law with re-
liance on negotiation and compro-
mise; nobody knows what is truly
legitimate and nobody feels secure.

Such problems as obtained in our
jury system and in our courts are
beyond the scope of this paper, but
the laws of the land can be effec-
tive only to the extent that they
are accepted and obeyed. Society
could not operate if force were re-
quired against many persons to
compel obedience. The glory of
Britain at the peak of her infiu-
ence was the respect for law which
was apparent in each citizen, along
with the atmosphere of public ex-
pectations which inspired thig re-
spect. Centuries earlier, Plato had
Socrates expound this very prin-
ciple and epitomize it in the max-
im: “The kingly man is a living
law.” Enforcement is essential, but
it is for the few offenders. The
vast majority must love and live
the law,

Be An Individual

An honorable and effective pub-
lic philosophy can be recovered if
enough people think, care, and join

LIBERTY AND PUBLIC OPINION

331

in the affirmation of a systematic
public opinion which honors life,
liberty, and property.

Be an individual, and the group
loses a pawn.

The collective mind obtains only
when the individual mind abdi-
cates.

Be free in thought, feeling, and
action, and a one-man counter-
revolution begins.

A noble capitalist is the best
argument against communism.

Thomas Carlyle was on target
when he said: “Be honest, and
there will be one less scoundrel in
the world.”

Philosophy, public or private,
begins in wonder and continues in
the love of wisdom. It soon devel-
ops into a formulation of a view-
point. Clearing the muddle out of
one’s head and thinking for one-
self is a delight worthy to be
prized.

A review of the American past
seems to one old philosophy teach-
er to indicate that we have been
blessed by the most effective and
defensible public philosophy known
to man. Our experiments in social-
ism, interventionism, statism, and
interest-group legislation, with as-
tonishing disregard for the most
reliable and convineing evidence,
have almost destroyed the goals,
teamwork, and safety of our cher-
ished land. Those of us who prize
the rights to lifesliberty, and prop-
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erty need to get our facts together
and our theory organized so that
we can make a case for the capi-
talist public philosophy before it is
too late. America need not decline
and fall just because Rome did.
Each and every informed and ar-
ticulate exponent of freedom is a
vote for “a new birth of freedom.”

I have been amazed at how con-
vincing and unanswerable are the
arguments for liberty in human
affairs. I have heard Mises, Fried-
man, Rogge, Wright, and Hayek
stand before throngs of students
and faculty members with the chal-
lenge for anyone to name a period
in world history in which the peo-
ple enjoyed a high standard of liv-
ing under any except a free mar-
ket economy. Never have I heard
a successful refutation of liberty,
nor even a convincing example to
the contrary. Beyond economics,
however, the case for the initia-
tive of free people is even more
impressive.

With truth and history on the
side of freedom, argument in its
behalf is pleasant and rewarding.
As a lifelong student of ideas, I
am perplexed and troubled by my
academic colleagues who are en-
thralled by the specious but super-
ficially plausible arguments of the
socialists. The patent mistakes of
the Marxian Utopian expectation
of a classless society, along with
the mistaken assumption that cor-
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rupting power rests with private
ownership rather than with the
commissariat, are illustrative.
Become an expert in freedom
philosophy, and have fun!

The Ideal Is Practical,
Despite Problems

The problems of society are nev-
er solved; they are only resolved.
No system ever works as well as
its proponents claim. Even the
halcyon days of American capital-
ism were fraught with occasions
of license, rapacity, greed, envy,
and fraud. If my case for Peoples’
Capitalism seems too good to be
true, you can rest assured that the
faults of the system made it at
home in the real world of people.
When the late Will Rogers was
asked, “What is wrong with the
world?” he answered — “Mostly
just folks!” You cannot have a
perfect society with imperfect peo-
ple. But a tolerable society it was,
and that society could be recov-
ered. Our present predicament has
become almost intolerable, with
urban jungles, greedy and unfair
demands, superarrogations of pow-
er in the hands of the State, wide-
spread nihilism, recourse to vio-
lence, contempt for law, and public
approval of uncivil and even crimi-
nal behavior. We call not for Uto-
pia, but only for a public philos-
ophy which can release the free
spirit, restrain the evil in man,
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and allow private interest to re-
dound to public benefit.

If T am charged with describing
the public philosophy in terms of
the ideal, I accept the charge, but
only in part. I have described it,
rather, in terms of the possible. I
feel warm identity with my de-
lightful philosopher colleague, the
late T. V. Smith, who said: “Don’t
let the best become the enemy of
the good!” Plato defended his
ideal city state in the Republic as
not in actual existence, but “a pat-

My Creed

LIBERTY AND PUBLIC OPINION

333

tern laid up in heaven.” The pos-
sible public philosophy I have pro-
posed has existed in the history of
this country, and it could be re-
covered with many improvements
if enough of us think, speak, write,
and act with the persuasive elo-
quence and example of our coura-
geous founding fathers.

Liberty is difficult to achieve,
difficult to maintain, and difficult
to recover, but the pursuit of it is
the first responsibility of an in-
formed American citizen. &

I DO NOT CHOOSE to be a common man. It is my right to
be uncommon — if I can. I seek opportunity — not secur-
ity. I do not wish to be a kept citizen, humbled and dulled

IDEAS ON
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by having the state look after me. I want to take the cal-
culated risk ; to dream and to build, to fail and to succeed.
I refuse to barter incentive for a dole. I prefer the chal-

lenges of life to the guaranteed existence; the thrill of
fulfilment to the stale calm of utopia.

I will not trade freedom for beneficence nor my dig-
nity for a handout. I will never cower before any master
nor bend to any threat. It is my heritage to stand erect,
proud and unafraid; to think and act for myself, enjoy
the benefit of my creations and to face the world boldly
and say, this I have done.

Al this is what it means to be an American.

DEAN ALFANGE



MY BELIEF as a newspaperman is
that freedom of the press, along
with all of the other freedoms we
are supposed to enjoy, cannot exist
permanently in anything other
than a society whose economic
system is based on freedom. This

means 1 support free enterprise.

But what is free enterprise?
Webster’s Seventh New Collegiate
Dictionary says free enterprise is
“freedom of private business to
organize and operate for profit in
a competitive system without in-
terference by government beyond
regulation necessary to protect
public interest and keep the na-
tional economy in balance.”

Mr. Zarbin is an assistant city editor at the
Arizona Republic in Phoenix, Arizona.
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FREE
ENTERPRISE:

a definition
EARL ZARBIN

I disagree with the definition.
It says that private business
should be regulated for two rea-
sons. The first of these is “to pro-
tect public interest” and the sec-
ond is to keep “the national econ-
omy in balance.”

What is meant by the “public
interest”? If the public interest
means that government should
make its presence known so that
robbers, thieves, burglars, and
other cheats won’t interfere with
the peaceful activities of people
as they go about their business,
then I'm all for government. If
the public interest means that
government should bring about
the peaceful settlement of con-
tractual disputes in a court sys-
tem, again I'm for government.



1973

But if it means, as it has come
to mean, that government should
determine the wages that should
be paid workers, that government
should determine the prices of
goods and services, that govern-
ment should set profits, that gov-
ernment should create and enforce
special favors for certain busi-
nesses, industries, and other
groups, then I'm totally opposed
to government involvement in the
“public interest.” Yet, that’s what
the public interest has come to
mean today.

The public interest now means
whatever the men in power and
authority want it to mean. One
day in January it was in the pub-
lic interest to regulate almost all
wages, prices, and profits; the
next day it was in the public in-
terest to abandon almost all of
these controls. Who can say what
the politicians in Washington will
decide is in the public interest to-
morrow? And four years from
now, if the Democratic Party suc-
ceeds to the presidency, will the
public interest be different than it
is with a president from the Re-
publican Party?

The Freedom to Choose

You’ll notice, I ‘hope, that the
things I believe are in the public
interest — protecting people from
any who would steal from them
and resolving disagreements in
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the courts — are intended to pre-
serve the freedom of everyone to
act peaceably in his own behalf.

On the other hand, the things
of which I disapprove — govern-
ment regulation of wages, prices,
and profits — interfere with the
freedom of peaceful people to de-
cide their own business. Individ-
ual choices and judgments have
been replaced by people in govern-
ment who think they are better
able to make such decisions. Of
course, I reject such notions, be-
cause no one is better able to de-
cide what is best for each of us
than is the individual himself.

The second reason why private
business should be regulated, ac-
cording to Webster’s definition, is
to “keep the national economy in
balance.” By what authority was
the Federal government given the
job of keeping the national econ-
omy in balance? Is there some
statement to this effect in the
Constitution? Of course not. And
what does “balance” mean? If the
economy is in balance today, will
it not be in balance tomorrow
when a new set of politicians come
to power?

Government has no more moral
or legal authority to “keep the na-
tional economy in balance” than
it has to act in the “public in-
terest,” beyond protecting life,
liberty, and property. Keeping the
national economy in balance and
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determining the public interest,
beyond protecting peaceable citi-
zens, are assumptions of author-
ity never intended for the Fed-
eral government by the men who
founded this nation.

So far as I am concerned, the
intention of the Founding Fathers
was to provide an opportunity for
maximum individual freedom and
enterprise through protecting life,
liberty, and property. It was left
to each person to decide for him-
self how he was to use his free-
dom, the sole restraint being that
he not harm anyone else, That, I
assume, includes not polluting the
air we breathe, the water we drink,
or the food we eat.

In a Competitive System?

Now let’s take a look at the first
part of Webster’s definition, that
part which says that free enter-
prise is ‘“freedom of private busi-
ness to organize and operate for
profit in a competitive system...”

I don’t like the way that is
stated. The use of the word “in”
— ‘In a competitive system’ — sug-
gests to me that someone specifi-
cally designed “a competitive sys-
tem” in which everyone must op-
erate. It can be said that the
writers of the Constitution did es-
tablish “a competitive system” by
their failure to give government a
role in the organization of pro-
duction and the distribution of
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goods and services. But what I
think the Constitution does, in-
stead, is to establish the condi-
tions for personal freedom — which
includes economic freedom.

The Constitution does not de-
cree the manner in which business
is to be conducted. The Constitu-
tion does not decree a competitive
system as such. Rather, the Con-
stitution allows the people to make
their own choices about how they
will employ their labor. And a
competitive system evolved out of
their freedom of choice to com-
pete with one another.

If the people wanted, it would
have been their right, as it is to-
day, to organize their agricultural
and industrial activities on a com-
munal basis, They need not have
engaged in competition at all. They
might have decided that being
their brother’s keeper — that di-
viding what they produced into
equal shares for all, regardless of
their efforts —is what they want-
ed. Some few of them even tried
this, just as we have some few
trying it today. But they tried it
in freedom. They tried it as a
matter of the right to decide for
themselves. Those who decided
against the communal existence
had to accept the challenge of the
only available alternative: compet-
ing in the market place against
all others who go there.

That’s why I can’t accept that
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free enterprise is “freedom of
private business to organize and
operate for profit in a competitive
system . . .” If the people, in
their freedom, had chosen not to
compete, they didn’t have to. If
the people, in their freedom, had
chosen to divide equally what they
produced, the word profit might
convey a meaning different than
it does today. If the people, in
their freedom, had chosen not to
compete, we might think today
more in terms of communal busi-
ness than of private business.

Forced into Socialism

Perhaps there are exceptions,
but for most people I doubt that
they voluntarily go into communal
or socialist businesses. In coun-
tries like Russia, China, Cuba, and
Czechoslovakia, the people are
forced into socialist enterprises
by their governments, If these
peoples were given their freedom,
I have no doubt that they would
quickly return to private business
and that the productivity of their
nations would quicken. They
would return to private business
and competition, because this is
the way of human nature. Given
their freedom, people will work to
improve their personal situations.
In doing this, so long as what
they do is peaceful, they cannot
help at the same time improving
the conditions of everyone else.
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Competition, or a competitive
system, is the result of freedom;
no government has to decree it.
It evolves of its own accord in the
nature of men and women and
what they do when they feel se-
cure in their lives, their liberty,
and their property.

Now I am ready to offer my
own definition of free enterprise.
I believe free enterprise is the
name given to an economic sys-
tem that developed naturally out
of the freedom of individuals to
decide for themselves how to use
their time and resources. In that
economic System, the means of
financing, designing, producing,
exchanging, delivering, and serv-
icing products are always subject
to change, with the character of
any change depending solely upon
the ingenuity of the owners of the
means of production., In free en-
terprise, government’s role should
be limited to policing the market
place. Entry into the market place
should be unrestricted. Govern-
ment should not be in the busi-
ness of granting favors to any-
one, such as tax breaks, subsidies,
tariffs, franchises, and monopo-
lies.

A Hodgepodge of Intervention

From what I have said, it
should be very plain that we do
not have free enterprise in these
United States. Our economic sys-
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tem is a hodgepodge of govern-
ment rules and regulations which
benefit some people at the expense
of others.

If government regulates our
economic life, there is nothing to
prevent it from regulating every
other area of our existence. Eco-
nomic activity, basically, consists
of the things that people do to
stay alive, Economic freedom
means the right that each of us
should have to decide how he is
going to earn his daily bread. The
only restriction, as I said before,
is that one not interfere with the
rights of others.

If our economic system is not
based on freedom, if we are re-
strained in our economic activities
to what government directs or per-
mits us to do, then we are not
free. If we criticize, government
might one day cut off our job, or
we might be sent to a mental in-
stitution for rehabilitation, or we
might be sentenced to a slave-la-
bor camp.

In these United States govern-
ment has come to control, through
the passage of laws and through
the decrees of various regulatory
bodies, the economic decisions that

James Madison
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should be left to the owners of
private property. Besides this,
through the power to tax, govern-
ment can destroy any business or
enterprise.

The Press Is Vulnerable

Freedom of the press is espe-
cially vulnerable. No publigsher can
exist unless he is a successful
businessman, or unless someone is
subsidizing him. In either case, he
can publish only as long as he
pleases the people paying the bills.
Free speech is more difficult to
destroy or deny, because speech is
just that. But press freedom de-
pends upon the printed word,
which means paper, ink, and print-
ing presses. All of these are prod-
ucts of economic activity and, as
a consequence, so is freedom of
the press. .

If our economic system were
based on freedom, which means
free enterprise, we could be cer-
tain that we always would have
freedom of the press. But if we
persist in making government our
master, the day will come when
government will control us in ev-
erything except our private
thoughts. ®

MEASURES are too often decided, not according to the rules of
justice and the rights of the minor party, but by the superior force
of an interested and over-bearing majority.

From The Federalist Papers 310



NINE-TENTHS of what is written
today on economic questions is
either an implied or explicit at-
tack on capitalism. The attacks are
occasionally answered. But none
of the answers, even when they
are heard, are ever accepted as
conclusive. The attacks keep com-
ing, keep multiplying. You cannot
pick up your daily newspaper with-
out encountering half a dozen. The
sporadic answers are lost in the
torrent of accusation. The charges
or implied charges outnumber the
rebuttals ten to one.

What is wrong? Does capital-
ism, after all, have an indefens-
ible case? Have its champions
been not only hopelessly outnum-

HENRY HAZLITT

FREE ENTERPRISE?

bered but hopelessly outargued?
We can hardly think so if we re-
call only a few of the great minds
that have undertaken the task of
defense, directly or indirectly, in
the past — Hume, Adam Smith,
Ricardo, Malthus, Bastiat, Senior,
Boehm-Bawerk, John Bates Clark;
or of the fine minds that have un-
dertaken it in our day — Ludwig
von Mises, F. A. Hayek, Milton
Friedman, Murray Rothbard, Hang
Sennholz, Israel Kirzner, David
MeCord Wright, and so many
others.

What, then, is wrong? I venture

to suggest that no defense of cap-

Henry Hazlitt is well known to Freeman readers
as economist, author, columnist, editor, lecturer,
and practitioner of freedom.
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italism, no matter how brilliant
or thorough, will ever be generally
accepted as definitive. The attacks
on capitalism stem from at least
five main impulses or propensities,
all of which will probably be with
us permanently, because they seem
to be inherent in our nature. They
are: (1) genuine compassion at
the sight of individual misfortune;
(2) impatience for a cure; (3)
envy; (4) the propensity to think
only of the intended or immediate
results of any proposed govern-
ment intervention and to overlook
the secondary or long-term re-
sults; and (5) the propensity to
compare any actual state of af-
fairs, and its inevitable defects,
with some hypothetical ideal.

These five drives or tendencies
blend and overlap. Let us look at
them .in- order, beginning with
compassion. Most of us, at the
sight of extreme poverty, are
moved to want to do something to
relieve it — or to get others to re-
lieve it. And we are so impatient
to see the poverty relieved as soon
as possible that, no matter how
forbidding the dimensions of the
problem, we are tempted to think
it will yield to some simple, di-
rect, and easy solution.

The Role of Envy

Let us look now at the role of
envy. Few of us are completely
free from it. It seems to be part of
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man’s nature never to be satisfied
as long as he sees other people
better off than himself. Few of us,
moreover, are willing to accept the
better fortune of others as the re-
sult of greater effort or gifts on
their part. We are more likely to
attribute it at best to “luck” if not
to “the system.” In any case, the
pressure to pull down the rich
seems stronger and more persis-
tent in most democracies than the
prompting to raise the poor.

Envy reveals itself daily in po-
litical speeches and in our laws. It
plays a definite role in the popu-
larity of the graduated income
tax, which is firmly established in
nearly every country today, though
it violates every canon of equity.
As J. R. McCulloch put it in the
1830’s: “The moment you abandon
the cardinal principle of exacting
from all individuals the same pro-
portion of their income or of their
property, you are at sea without
rudder or compass, and there is no
amount of injustice or folly you
may not commit.”

MecCulloch’s prediction has been
borne out by events. Historically,
almost every time there has been
a revision of income-tax rates the
progression has become steeper.
When the graduated income tax
was first adopted in the United
States in 1913, the top rate was 7
per cent. Some thirty years later
it had risen to 91 per cent. In
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Great Britain the top rate went
from 814 to 97% per cent in a
similar period. It has been re-
peatedly demonstrated’that these
confiscatory rates yield negligible
revenues. The reduction of real in-
come that they cause is certainly
greater than the revenue they
yield. In brief, they have hurt
even the taxpayers in the lower
brackets.

Yet envy has played a crucial
role in keeping the progressive
income tax. The bulk of the tax-
payers accept far higher rates of
taxation than they would if the
rates were uniform; for the tax-
payers in each tax bracket console
themselves with the thought that
their wealthier neighbors must be
paying a far higher rate. Thus
though about two-thirds (65.5 per
cent) of the income tax is paid
(1969) by those with adjusted
grogs incomes of $20,000 or less,
there is an almost universal illu-
sion that the real burden of the
tax is falling on the very rich.

But perhaps the greatest reason
why governments again and again
abandon the principles of free en-
terprise is mere shortsightedness.
They attempt to cure some sup-
posed economic evil directly by
some simple measure, and com-
pletely fail to foresee or even to
ask what the secondary or long-
term consequences of that mea-
sure will be.
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Tampering with Money

From time immemorial, when-
ever governments have felt that
their country was insufficiently
wealthy, or when trade was stag-
nant or unemployment rife, the
theory has arisen that the funda-
mental trouble was a “shortage of
money.” After the invention of
the printing press, when a govern-
ment could stamp a slip of paper
with any denomination or issue
notes without limit, any imagin-
able increase in the money supply
became possible.

What was not understood was
that any stimulative effect was
temporary, and purchased at ex-
cesgive cost. If the boom was ob-
tained by an overexpansion of
bank credit, it was bound to be
followed by a recession or crisis
when the new credit was paid off.
If the boom was obtained by print-
ing more government fiat money,
it temporarily made some people
richer only at the cost of making
other people (in real terms) poorer.

When the supply of money is in-
creased the purchasing power of
each unit must correspondingly
fall. In the long run, nothing
whatever is gained by increasing
the issuance of paper money.
Prices of goods tend, other things
equal, to rise proportionately with
the increase in money supply. If
the stock of money is doubled, it
can in the long run purchase no
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more goods and services than the
smaller stock of money would
have done,

And yet the government of
nearly every country in the world
today is busily increasing the is-
suance of paper money, partly if
not entirely because of its belief
that it is “relieving the shortage
of money” and “promoting faster
economic growth.” This illusion is
intensified by the habit of count-
ing the currency unit as if its
purchasing power were constant.
In 1971 there was a great out-
burst of hurrahs because the GNP
(gross national product) had at
last surpassed the magic figure of
a trillion dollars. (It reached
$1,046 billion.) It was forgotten
that if the putative GNP of 1971
had been stated in terms of dol-
lars at their purchasing power in
1958 this 1971 GNP would have
come to only $740 billion, and if
stated in terms of the dollar’s pur-
chasing power in 1939 would have
come to only $320 billion.

Yet monetary expansion is ev-
erywhere today —in every coun-
try and in the International Mon-
etary Fund with its SDR’s — the
official policy. Its inevitable effect
is rising prices. But rising prices
are not popular. Therefore gov-
ernments forbid prices to rise.

And this price control has the
enormous political advantage of
deflecting attention away from the
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government’s own responsibility
for creating inflation, and by im-
plication puts the blame for rising
prices on the greed of producers
and sellers.

Price Control

The record of price controls
goes as far back as human his-
tory. They were imposed by the
Pharaohs of ancient Egypt. They
were decreed by Hammurabi, king
of Babylon, in the eighteenth
century B. C. They were tried in
ancient Athens.

In 301 A. D., the Roman Em-
peror Diocletian issued his fa-
mous edict fixing prices for near-
ly eight hundred different items,
and punishing violation with
death. OQut of fear, nothing was
offered for sale and the scarcity
grew far worse. After a dozen
years and many executions, the
law was repealed.

In Britain, Henry III tried to
regulate the price of wheat and
bread in 1202, Antwerp enacted
price-fixing in 1585, a measure
which some historians believe
brought about its downfall. Price-
fixing laws enforced by the guillo-
tine were also imposed during the
French Revolution, though the
soaring prices were caused by the
revolutionary government’s own
policy in issuing enormous
amounts of paper currency.

Yet from all this dismal his-
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tory the governments of today
have learned absolutely nothing.
They continue to overissue paper
money to stimulate employment
and ‘“economic growth”; and then
they vainly try to prevent the in-
evitable soaring prices with ukas-
es ordering everybody to hold
prices down.

Harmful Intervention

But though price-fixing laws
are always futile, this does not
mean that they are harmless. They
can do immensely more economic
damage than the inflation itself.
They are harmful in proportion
as the legal price-ceilings are be-
low what unhampered market
prices would be, in proportion to
the length of time the price con-
trols remain in effect, and in pro-
portion to the strictness with
which they are enforced.

For if the legal price for any
commodity, whether it is bread or
shoes, is held by edict substan-
tially below what the free market
price would be, the low fixed price
must overencourage the demand
for it, discourage its production,
and bring about a shortage. The
profit margin in making or sell-
ing it will be too small as com-
pared with the profit margin in
producing or selling something
else.

In addition to causing scarci-
ties of some commodities, and bot-
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tlenecks in output, price-control
must eventually distort and unbal-
ance the whole structure of pro-
duction. For not only the absolute
quantities, but the proportions in
which the tens of thousands of
different goods and services are
produced, are determined in a free
market by the relative supply and
demand, the relative money prices,
and the relative costs of produc-
tion of commodities A, B, C, and
N. Market prices have work to do.
They are signals to both producers
and consumers. They tell where
the shortages and surpluses are.
They tell which commodities are
going to be more profitable to pro-
duce and which less. To remove or
destroy or forbid these signals
must discoordinate and discourage
production.

Selective Controls
— No Stopping Place

General price contyols are com-
paratively rare. Governments
more often prefer to put a ceiling
on one particular price. A favorite
scapegoat since World War I has
been the rent of apartments and
houses.

Rent controls, once imposed,
are sometimes continued for a
generation or more. When they
are imposed, as they nearly always
are, in a period of inflation, the
frozen rents year by year become
less and less realistic. The long-



344

term effect is that the landlords
have neither the incentive nor the
funds to keep the rental apart-
ments or houses in decent repair,
let alone to improve them. Losses
often force owners to abandon
their properties entirely. Private
builders, fearing the same fate,
hesitate to erect new rental hous-
ing. Slums proliferate, a short-
age of housing develops, and the
majority of tenants, in whose sup-
posed interest the rent control was
imposed in the first place, become
worse off than ever.

Perhaps the oldest and most
widespread form of price control
in the world is control of interest
rates. In ancient China, India, and
Rome, and nearly everywhere
throughout the Middle Ages, all
interest was called ‘“usury”, and
prohibited altogether. This made
economic progress all but impos-
sible. Later, the taking of interest
was permitted, but fixed legal
ceilings were imposed. These held
back economic progress but did
not, like total prohibition, prevent
it entirely.

Yet political hostility to higher-
than-customary interest rates nev-
er ceases. Today, bureaucrats com-
bat such “exorbitant” rates more
often by denunciation than by
edict. The favorite government
method today for keeping interest
rates down is to have the mone-
tary managers flood the market
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with new loanable funds. This
may succeed for a time, but the
long-run effect of overissuance of
money and credit is to arouse
fears among businessmen that in-
flation and rising prices will con-
tinue. So lenders, to protect them-
selves against an expected fall in
the future purchasing power of
their dollars, add a ‘“‘price premi-
um”. This makes the gross market
rate of interest higher than ever.

The propensity of politicians to
learn nothing about economics is
illustrated once again in the laws
governing foreign trade. The
classical economists of the eigh-
teenth century utterly demolished
the arguments for protectionism.
They showed that the long-run
effect of protective tariffs and
other barriers could only be to
make production more inefficient,
to make consumers pay more and
to slow down economic progress.
Yet protectionism is nearly as
rampant as it was before 1776,
when The Wealth of Nations was
published.

The Conquest of Poverty

In the same way, all the popular
political measures to reduce or
relieve poverty are more distin-
guished for their age than for
their effectiveness.

The major effect of minimum-
wage laws is to create unemploy-
ment, chiefly among the unskilled
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workers that the law is designed
to help. We cannot make a work-
er’s services worth a given amount
by making it illegal for anyone to
offer him less. We merely deprive
him of the right to earn the
amount that his abilities and op-
portunities would permit him to
earn, while we deprive the com-
munity of the moderate services
he is capable of rendering. We
drive him on relief.

And by driving more people on
relief by minimum-wage laws on
the one hand, while on the other
hand enticing more and more peo-
ple to get on relief by constantly
increasing the amounts we offer
them, we encourage the runaway
growth of relief rolls. Now, as a
way to ‘“cure” this growth, re-
formers come forward to propose
a guaranteed annual income or a
“negative income tax.” The dis-
tinguishing feature of these hand-
outs is that they are to be given
automatically, without a means
test, and regardless of whether or
not the recipient chooses to work.
The result could only be .enor-
mously to increase the number of
idle, and correspondingly to in-
crease the tax burden on those
who work. We can always have as
much unemployment as we are
willing to pay for.

At bottom, almost every govern-
ment ‘“‘anti-poverty” measure in
history has consisted of seizing
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part of the earnings or savings of
Peter to support Paul. Its inevit-
able long-run result is to under-
mine the incentives of both Peter
and Paul to work or to save.

What is overlooked in all these
government interventions is the
miracle of the market — the amaz-
ing way in which free enterprise
maximizes the incentives to pro-
duction, to work, innovation, ef-
ficiency, saving, and investment,
and graduates both its penalties
and rewards with such accuracy
as to tend to bring about the pro-
duction of the tens of thousands
of wanted goods and services in
the proportions in which they are
most demanded by consumers.
Only free private enterprise, in
fact, can solve what economists
call this problem of economic cal-
culation.

The Problem of Calculation

Socialism is incapable of solv-
ing the problem. The bureaucratic
managers of nationalized indus-
tries may be conscientious, God-
fearing men; but as they have no
fear of suffering personal losses
through error or inefficiency, and
no hope of gaining personal prof-
its through cost-cutting or daring
innovation, they are bound, at
best, to become safe routineers,
and to tolerate a torpid inef-
ficiency.

But this is the smallest part of
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the problem. For a complete so-
cialism would be without the
guide of the market, without the
guide of money prices or of costs
in terms of money. The bureau-
cratic managers of the socialist
economy would not know which
items they were producing at a
social profit and which at a social
logs. Nor would they know how
much to try to produce of each
item or service, or how to make
gure that the production of tens
of thousands of different commod-
ities was synchronized or coordi-
nated. They could, of course (as
they sometimes have), assign ar-
bitrary prices to raw materials
and to the various finished items.
But they would still not know
how much or whether the book-
keeping profits or losses shown re-
flected real profits or losses. In
short, they would be unable to
solve the problem of economic
calculation. They would be work-
ing in the dark.

The directors of a socialist econ-
omy would have to fix wages arbi-
trarily, and if these did not draw
the right number of competent
workers into making the various
things the directors wanted pro-
duced, and in the quantities they
wanted them to be produced, they
would have to use coercion, fore-
ibly assign workers to particular
jobs, and direct the economy from
the center, in a military kind of
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organization. This militarization
and regimentation of work is
what, in fact, Cuba, Russia, and
Red China have resorted to.

Rising Expectations

We come finally to the fifth
reason that I offered at the begin-
ning for the chronic hostility to
free enterprise. This is the tend-
ency to compare any actual state
of affairs, and its inevitable de-
fects, with some hypothetical
ideal; to compare whatever is with
some imagined paradise that
might be. In spite of the prodig-
ious and accelerative advances that
a dominantly private enterprise
economy has made in the last two
centuries, and even in the last two
decades, these advances can always
be shown to have fallen short of
some imaginable state of affairs
that might be even better.

It may be true, for example,
that money wages in the United
States have increased fivefold, and
even after all allowance has been
made for rising living costs, that
real wages have more than doubled
in the last generation. But why
haven’t they tripled? It may be
true that the number of the
“poor”, by the Federal bureau-
crats’ yardstick, fell from 20 per
cent of the population in 1962
(when the estimate was first
made) to 13 per cent in 1970. But
why should there be any poor peo-
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ple left at all? It may be true that
the employees of the corporations
already get seven-eighths of the
entire sum available for distribu-
tion between them and the stock-
holders. But why don’t the work-
ers get the whole of it? And so on
and so on.

The very success of the system
has encouraged constantly rising
expectations and demands — ex-
pectations and demands that keep
racing ahead of what even the
best imaginable system could
achieve,

The struggle to secure what we
now know as capitalism — i.e., un-
hampered markets and private
ownership of the means of pro-
duction — was long and arduous.
It has proved an inestimable boon
to mankind. Yet if this system is
to be saved from willful destruc-
tion, the task of the incredibly
few who seem to understand how
and why it works is endless. They
cannot afford to rest their case
on any defense of free enterprise,
or any exposure of socialism or
other false remedies, that they or
their predecessors may have made
in the past. There have been some
magnificent defenses over the past
two centuries, from Adam Smith
to Bastiat, and from Boehm-
Bawerk to Mises and Hayek. But
they are not enough. Every day
capitalism faces some new accu-
sation, or one that parades as new.
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Eternal Vigilance —
Truth Needs Repedating

In brief, ignorance, shortsight-
edness, envy, impatience, good in-
tentions, and a utopian idealism
combine to engender an endless
barrage of charges against “the
system” — which means against
free enterprise. And so the return
fire, if free enterprise is to be
preserved, must also be endless.

I find I have only been apply-
ing to one particular field an ex-
hortation that Goethe once applied
to all fields of knowledge. In
1828 he wrote in a letter to
Eckermann:

“The truth must be repeated
again and again, because error is
constantly being preached round
about us. And not only by isolated
individuals, but by the majority.
In the newspapers and encyclo-
pedias, in the schools and uni-
versities, everywhere error is
dominant, securely and comfort-
ably ensconced in public opinion
which is on its side.”

Yet above all in political and
economic thought today, the need
to keep repeating the truth has
assumed an unprecedented ur-
gency. What is under constant
and mounting attack is capitalism
— which means free enterprise —
which means economic freedom —
which means, in fact, the whole
of human freedom. For as Alex-
ander Hamilton warned: “Power
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over a man’s subsistence is power
over his will.”

What is threatened, in fact, is
no less than our present civiliza-
tion itself; for it is capitalism
that has made possible the enorm-
ous advances not only in provid-
ing the necessities and amenities
of life, but in science, technology,
and knowledge of all kinds, upon
which that civilization rests.

All those who understand this
have the duty to explain and de-
fend the system. And to do so, if
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necessary, over and over again.

This duty does not fall exclu-
gively on professional economists.
It falls on each of us who real-
izes the untold benefits of free en-
terprise and the present threat of
its destruction to expound his con-
victions within the sphere of his
own influence, as well as to sup-
port others who are expounding
like convictions. Each of us is as
free to practice what he preaches
as to preach what he practices.
The opportunity is as great as
the challenge. ®

Reprints available in attractive pamphlet:
4 copies $1.00; 25 copies or more, 15 cents each.

The Elite Under Capitalism

THERE IS, in a free society, no other means to avoid the evils re-
sulting from one’s fellows’ bad judgment than to induce them to
alter their ways of life voluntarily. Where there is freedom, this
is the task incumbent upon the elite.

IDEAS ON

e

LIBERTY

Men are unequal and the inherent inferiority of the many mani-
fests itself also in the manner in which they enjoy the affluence
capitalism bestows upon them. It would be a boon for mankind,
say many authors, if the common man would spend less time and

money for the satisfaction of vulgar appetites and more for higher
and nobler gratifications. But should not the distinguished critics
rather blame themselves than the masses? Why did they, whom
fate and nature have blessed with moral and intellectual eminence,
not better succeed in persuading the masses of inferior people to
drop their vulgar tastes and habits? If something is wrong with
the behavior of the many, the fault rests no more with the inferi-
ority of the masses than with the inability or unwillingness of the
elite to induce all other people to accept their own higher stand-
ards of value. The serious crisis of our civilization is caused not
only by the shortecomings of the masses. It is no less the effect of a

failure of the elite.

LUDWIG VON MISES
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“Permissiveness”or Liberty?
T P I T T R

TRADITIONALLY, there has been one
principle with which men have
been able to judge lawmaking since
the advent of liberalism (in the
original sense of that word). It
was -the principle enshrined in the
American constitution and emu-
lated, in part or in whole, by all
nations seeking to follow Amer-
ica’s revolutionary lead. It was the
principle that guided men like Wil-
liam Graham Sumner, Stephen J.
Field and Herbert Spencer in their
respective intellectual arenas. It
was a principle simultaneously le-
gal, political and philosophic — the
principle of liberty.

Although still the best and only
real guide to such subsidiary con-
cepts as justice and legality, lib-
erty is no longer the yardstick
against which law is measured.
Other concepts have replaced it:

Mr. Wilson is a student of the freedom phi-
losophy and a free-lance writer in Etobicoke,
Ontario.

ROBERT C. WILSON

the “public interest,” the “general
welfare,” and a range-of-the-mo-
ment pragmatism designed to fit
such goals. These may seem like
esoteric and ethereal changes. But
they filter down to — and confuse
— the layman in such concepts as
“permissiveness.”

Eminent economists have de-
cried the forcing of military and
political labels on the market econ-
omy — “robber barons,” “trade
wars,” and the like. We should sim-
ilarly object to a spurious analogy
with the art of child-rearing (of
all things!). Permissiveness and
its opposite, discipline, are terms
describing a parent-child relation~
ship. They have no place in a dis-
cussion of the free market.

They do however take on some
importance in the economic and
legal morass of welfarism, social-
ism, any breed of statism in pro-
portion to the degree of power it
exerts, Why?

349
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“Parens Patriae’

Western law treats the state as
a protector of liberty and arbiter
of justice. But this is not the only
conceivable relation of the state to
its citizens. “From Roman law
comes the idea that in some cir-
cumstances the state should relate
to the citizens as the parent to his
child,” a doctrine known as “par-
ens patriae.”’!

This is not a liberal or liberta-
rian policy. “Under the doctrine of
parens patriae, certain types of so-
cial relations are excluded from
those governed by Anglo-Ameri-
can, democratic principle. Fur-
ther, it is recognized as legitimate
that, in some circumstances, people
may be treated as stupid children,
and the government as their wise
parent. The exemption of some
men, and some governmental fune-
tions, from even minimal stand-
ards of competence and responsi-
bility threatens to undermine tra-
ditional English and American
political institutions. Yet, without
them, there can be no open society,
and no personal liberty. In brief,
to whatever extent we bestow the
power of parens patriae on the
government, to that extent we
grant it despotic powers. Nor can
we expect that such powers, once
granted to specific agencies, will

1 Thomas 8. Szasz, Law, Liberty and
Psychiatry (NewYork: Macmillan, 1963),
p. 151,
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remain localized. On the contrary,
the process will spread, and unless
halted, will envelop the state.”?

Interventionism

Yet it is precisely this parens
patriae relationship that interven-
tionism creates. When the state
seeks to feed, clothe, house or
otherwise satisfy the desires of its
citizens by legislative fiat — what
relationship can it be assuming
save that of the prosperous and
benevolent parent?

But, as Dr. Szasz notes, with the
parental gift comes parental dis-
cipline. We may still profess pained
amusement when (for instance)
the Soviet Union, as it did recent-
ly, bans bridge clubs as “immoral”
and restricts bridge-playing to
“consenting adults in private.” We
should remember however that this
kind of school-teacher mentality is
nothing more than parens patriae
—and that the banning of bridge
clubs is a grotesque minor symp-
tom of the disease that bans pri-
vate enterprise,

Parens patriae is a concept that
Anglo-American law has not fully
accepted. Parens patriae and the
Constitution are not at all com-
fortable together. But the ideals
and assumptions of laymen have
changed to such an extent that
“permissiveness” is allowed to be-
come a national issue.

2 Ibid,
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Speciul Privileges

“Permissiveness”
rens patriae.

“Permissiveness” can only ob-
tain if the state is an omnipotent
granter of permission to its chil-
dren, the citizens.

One consequence of this partic-
ularly universal assumption is that
moral issues are argued in legal
terms. The mentality of the bu-
reaucrat has been characterized as
a belief that “whatever is not il-
legal, should be compulsory.” We
run into variations on this theme
practically every day.

“Have you heard about the
Amish children,” goes a typical
question, ‘“taken off to public
schools against the wishes of their
parents?”

“Yes,” the libertarian answers,
“and I disapprove.”

“Oh? You mean you're against
education?”

assumes pa-

—and so on. The layman con-
siders it paradoxical to support ed-
ucation but oppose forced educa-
tion, to oppose pornography and
censorship simultaneously, to op-
pose drug abuse vehemently but to
advocate repeal of the laws. (I
choose these issues simply because
they are the ones to which the
“permissiveness” question is usu-
ally applied, not because they are
in any way central to libertarian-
ism.) In short, it is considered
paradoxical for the libertarian to
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uphold the freedom to make mis-
takes.

This is where “permissiveness”
intrudes. The ‘“permissive” law-
maker would sanction such vices as
drinking, pornography and the
rest of the current issues. The
“disciplinary” legislator would do
away with those indulgences of
which he disapproves. In either
case, the right of the state to grant
permission is considered obvious
and a priori. Thus the advocate of
limited government can be made to
sound more libertine than liber-
tarian — as if opposing prohibition
and advocating drunkenness were
one and the same thing.

Given this confusion of moral
and legal values, some might still
be prompted to ask: Is the free
market morally “permissive’?
Does it encourage licentiousness
and avarice or rather the more tra-
ditional values?

Market Neutrality

Enemies of the market system
attribute its productive power to
the petty materialism of produc-
ers, and condemn it for catering to
the “base” desires of consumers.
The answer has been made that,
on the contrary, capitalism and the
free market “reward” only pro-
ductive activity and not the unpro-
ductive vices. Either way, it should
be obvious that capitalism qua eco-
nomic system is based on produc-
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ing marketable items, and this
marketability depends on the value
judgments of the buyers. If there
is a market for pornography, it is
not the fault of pornographers
“coercing” the public. “Mankind
does not drink alcohol because
there are breweries, distilleries
and vineyards; men brew beer, dis-
still spirits, and grow grapes be-
cause of the demand for alcoholic
drinks. The capitalist who owns
shares in breweries and distilleries
would have preferred shares in
publishing firms for devotional
books, had the demand been for
spiritual and not spiritous sus-
tenance.””? Since the free market
may only serve and does not dic-
tate personal values — since it can
in no way duplicate the legal state
of affairs we call parens patrice —
then not even in this realm can the
word “permissiveness” have any
application.

Misplaced Faith

Perhaps we should have more
confidence in mankind and less
faith in the benevolence of omni-
potent legislators. Free men may
make mistakes, and bear the brunt
of the consequences, but this is no
mark against them. Free men have
also been competent to build the
huge and complex industrial civili-

3 Ludwig von Mises, Socialism (Lon-
don: Jonathan Cape, New Edition, 1951),
p. 446.
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zation that bureaucrats seek to
control. The truth is that individ-
ual men are much better able to
judge their own interests than
lawmakers, whose decrees must be
tailored to fit everyone equally.
“Laissez-faire means: let the in-
dividual citizen, the much talked-
about common man, choose and
act and do not force him to yield
to a dictator.”* If we consider a
given man’s actions immoral (and
so long as he is not initiating
force or fraud) we may tell him
so; we should not consider it our
duty to “protect” him or his cus-
tomers at the point of a gun. Per-
haps the best way for a liber-
tarian to illustrate moral virtues
is by living them.

At any rate, it would be - poor
policy to accept the implicit doc-
trine of parens patriae. The free
market is not ‘“permissive” be-
cause it has no permission to
grant; sovereignty is in the hands
of the individual. Questions of
moral judgment do not become
matters of government policy.

We are either free men or
wards of the Parent State, one or
the other. The two are not com-
patible. But if we must choose,
let us do so openly; not under the
smuggled implications of a word
like “permissiveness.”

4 Ludwig von Mises, Planning for
Freedom (South Holland, Illinois: Liber-
tarian Press, 1962), p. 49.
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What2When

W. A. PATON

AN ECONOMY dominated by indi-
vidual initiative and private en-
terprise, as opposed to one con-
trolled and directed by some form
of government, may be character-
ized broadly as a tripod, with sup-
porting legs or pillars as follows:

1. Sound money mechanism,

2. Flow of rigk capital.

3. Competitive markets.
And the structure will collapse if
any one of these basic props is cut
down, eliminated, either by a
single stroke or by being rotted
away. Lenin is reputed to have
said that a sure way to destroy
capitalism, without firing a shot,
is to debauch the currency. He
might equally well have pointed
out that one way to establish so-

W. A. Paton is Professor Emeritus of Account-
ing and of Economics, University of Michigan.
He is author (or co-author) of a score of books
and many articles, largely in the field of ac-
counting. Since his retirement at Michigan, he
has continued his writing and lecturing activ-
ities and has done part-time teaching at a
dozen colleges and universities, in ten states.

cialism is to create a climate which
discourages private capital forma-
tion, especially the crucial layer
of risk or venture funds. It may
also be insisted that private en-
terprise will topple, will be trans-
formed into some form of statism,
if the condition of effective com-
petition in the market network is
not maintained.

This statement, of course, does
nothing more than suggest some
fundamental features of the
“free”, mnoncollectivist, economic
order, but this will suffice for my
limited purpose. The objective
here is to discuss briefly the third
leg of the stool, the factor of com-
petition, particularly with a view
to punching some holes in the cur-
tain of confusion and misunder-
standing shrouding the subject —
a condition rampant among the
rank-and-file, scarcely less in evi-
dence in managerial and financial
circles, and by no means absent
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from the textbooks of the profes-
sors of economics and the ex-
pressed views of other groups sup-
posed to be well informed.

Competition Defined —
Catering to Customers

To begin with I'll attempt to
define market competition in a
broad sense. Competition is the
pressure present in the market
which induces producers — all
along the economic pipeline, from
the initial stages to delivery of
the ultimate commodity or service
—to endeavor to meet the ex-
pressed needs and desires of cus-
tomers, and as efficiently as pos-
sible. Put a bit more tersely: Com-
petition is the force responsible
for the urge to serve customers
well.

In explaining and applying this
definition the first step is to note
the use of the terms ‘‘pressure”
and ““force” and the absence of
any reference to price. This omis-
gion is not intended to belittle the
price-making process and the im-
portance of competition in this
process. But in my view the under-
lying factor, the primal condition,
is an active desire to attract bus-
iness, a recognition of the need
to cater to customers to maintain
— and expand — the volume of out-
put, whatever that may be. And
there is widespread failure, nota-
bly among critics of market ac-
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tivities and results, to appreciate
this point.

The urge to serve customers
well is not confined to price levels
and movements as such, as is so
often assumed. Changes in the
physical characteristics of the
product, modifications of delivery
and post-delivery services, im-
provement in personal qualities
and behavior of producer’s staff,
particularly at points of order-
taking and sale, variations in ar-
rangements regarding payment by
the buyer — these are all avenues
of influence to customer attitude
and behavior. In the retail market,
for example, many persons may
prefer a clean, orderly store, with
pleasant and accommodating per-
gonnel, to a dingy discount loft,
with an indifferent attendant,
even if the physical product de-
sired, and available at both places,
is a standard make and model of
an electric shaver. Some buyers
may even enjoy walking on a
carpet with a heavy nap, as they
move about examining the avail-
able merchandise.

Beyond doubt, pleasing and con-
venient packaging and attractive
display of goods have an impor-
tant impact on customers. And
why not? Some people object to
efforts such as those mentioned to
“lure” patrons, but I don’t go
along with the idea that there is
anything wrong with catering to
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the buyer’s inherent desires and
inclinations. The fact that the
waitresses are carefully selected
and well trained, and provide ex-
ceptionally courteous and efficient
service, is one of the reasons why
I usually take my away-from-
home meals at Bill Knapp’s.

In short, in private enterprise
it should be acknowledged that
the customer is king.

Product Description

Another way of indicating the
nature and importance of the tend-
ency to cater to customers is via
careful identification and classi-
fication of economic goods. A par-
ticular product, even in the case
of commodities, is not merely an
arrangement of molecules; it is
rather an overall package of phys-
ical content and related condi-
tions. Thus a pound of coffee on
the retail market, for example, is
not just a pound of coffee. The
economic product involved varies
with the raw materials used, the
methods of treatment or manu-
facture, the package employed, the
circumstances of delivery, and
other associated conditions. To
push the point a little further, a
jar of coffee of a particular brand
and size, selected by the house-
wife from a shelf in the super-
imarket, paid for in cash after
standing in line for. a varying
time, and transported by the
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buyer to her home, is not the same
economic good as a physically
equivalent jar left on her door-
step at a satisfactory hour and
for which payment is made after
receiving the monthly statement
from the grocery store.

Closely defined as suggested, the
array of distinctive economic
goods available on the market,
especially at the final consumer
level, constitutes an almost end-
less list. This fact is widely ne-
glected in discussions of the state
of competitive pressure, especially
among those calling for more gov-
ernment interference in the mar-
ket process.

Effective Competition

I particularly want to stress in
this piece the need to recognize
that effective competition is im-
perfect competition. Even in so-
phisticated discussions of the na-
ture of competitive pressure, and
its impact on the market, this
point is often neglected or in-
adequately presented. There is no
such thing as instantaneous, ato-
mistie, “perfect” competition in
any market, and we can be thank-
ful for this.

In the first place may be noted
the matter of practical details
with respect to products and
prices. It presumably costs more
to transport a Hershey chocolate
bar from Pennsylvania to Cali-
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fornia than it does to ship it to
New York, but it doesn’t follow
that it would be good sense to try
to establish a different price in
each of these market areas. There
is more material in a large-size
pair of socks than in a small-size
pair of the same style and quality,
but I’ve never heard of a customer
complaining because all the sizes
have the same selling price. In
contrast the price of the package
of corn flakes or other cereal will
vary with the amount of the con-
tents and the price of a carton of
“large” eggs is more than that
of the “medium” size. In general,
it is safe to say, practices such as
these are not objectionable, and
do not indicate absence of ade-
guate competitive pressure. It may
also be urged that customer re-
action can be relied upon to bring
about prompt modification of un-
reasonable pricing procedures and
schedules.

Much more significant is the
necessity for time lags in the
processes of product improve-
ment, price adjustments, and
other changes. It is a blessing,
rather than something to be de-
plored, that making even small
changes in business operating
methods can’t be effected instan-
taneously throughout the whole
gstructure of production and dis-
tribution. If the person or firm
with a new discovery or idea,
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major or minor, knew that the
instant the improvement was in-
troduced on the market, or prep-
arations to introduce it were be-
gun, everyone else in the field,
including newcomers, would im-
mediately match such action, the
incentive to change, development,
advance, would largely or entirely
disappear. It is the hope of get-
ting a head-start, gaining an ad-
vantage with buyers, at least tem-
porarily, that provides the princi-
pal spur to the ingenious, the
resourceful, the innovative. And,
to repeat, this is a blessing, not a
bane; it deserves to be encour-
aged, not curbed.

The condition esgential to tech-
nological progress, and greater
output of economic goods, is a
climate that provides rewards for
the go-getters, the hustlers, the
sprinkling of those with new ideas
about methods and an urge to
promote more efficient operation
and improved utilization of avail-
able resources. When there is no
such climate, when interference
with initiative, drive, and yearn-
ing for improvement reaches the
saturation point, the march to
greater production per capita, to
higher living standards, will grind
to a halt. One of the major weak-
nesses in prevailing attitudes is
preoccupation with the condition
of the weakling, the underdog,
and increasing forgetfulness of
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the important role of the talented,
the energetic, the inventive. Cod-
dling the inefficient and curbing
the hustlers is the sure road to a
stifling of progress, and an im-
proved economic condition for all
hands, and especially those for
whom there is currently such
great concern.

Rivalry Among Producers

In the above observations no
specific reference has been made
to rivalry among producers for
customer favor. This condition is
generally regarded as the very
heart of competitive pressure —
the primary factor that induces
sellers to try to serve customers
well, either through price adjust-
ment or in some other manner.
I go along with this to a degree.
Beyond doubt the presence of
other sellers in the market place,
actively seeking customer orders,
is a major ingredient in the mix
of conditions impelling product
modification and improvement (in
the broad sense already ex-
plained), and efficient operation
as a means to matching or beat-
ing the prices at which rivals are
offering comparable goods.

In this connection the pressure
of the potential competitor should
not be overlooked. Where a pro-
ducer is temporarily without ac-
tive rivals, but there are no seri-
ous obstacles to the entry of

COMPETITION — WHAT AND WHEN

357

others into the field, the welfare
of the customer — with respect to
product quality, price, and so on
— may continue to be the dominat-
ing consideration.

It is perhaps somewhat objec-
tionable to stretch the term ‘“com-
petition” to cover other influences
than market rivalry that provide
protection to customers, that en-
courage seller subservience to the
buyer. But that there are such
influences can be readily demon-
strated, although there is a wide-
spread tendency to forget this
side of the coin. In other words,
in a free market the urge to
serve the customer well is not
solely the result of pressure ex-
erted by either active or potential
rivals. This aspect of market ac-
tivity may be regarded as a sup-
plement to competition in the
narrower sense, of substantial
significance, and deserving more
attention than it receives in dis-
cussions of price-making and
seller-buyer relationships and be-
havior.

Single-Producer Situation —
Demand Elasticity

That the producer will be sensi-
tive to customer needs and atti-
tudes even in the absence of both
active and potential rivals in his
specific field can be made clear by
postulating a situation of this
type. Such a producer must still
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face the fact that the demand for
his particular product will almost
certainly be elastic. Especially
nowadays, with markets loaded
with a tremendous range of goods
with minor variations in service-
ability, the customer can reduce
or discontinue his purchases of a
particular product without great
hardship or even inconvenience.
Thus he is protected from bad
treatment by the ease with which
he can modify his buying prac-
tices — and the typical producer
of some distinctive commodity or
gervice is very much aware of this
possibility, and acts accordingly.

Just try to think of a product
at the ultimate consumer level
that is so essential to the buyer’s
welfare that he must have it re-
gardless of price or attendant con-
ditions. It is difficult to find good
examples, especially if we confine
attention to the output of private
enterprise. Even in the case of
the public utilities, so-called, such
as telephone service and electric
power, the customer is by no
means helpless, aside from the
efforts of regulatory agencies.
The householder or other consum-
er of energy, for example, can
readily shift from electricity to
gas or vice versa, (to say nothing
of oil and coal), for at least a
portion of his needs.

Where elasticity of demand de-
pends entirely on the possibility
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of substitution it is not unreason-
able to say that the producer finds
himself confronted by rivals for
the customer’s buying power, even
if rivals are not at the moment
offering an identical product on
the market. However, it is im-
portant to note that demand for
most specific products is inherent-
ly elastic to a degree. If plane
fares soar the customer may de-
cide to do less traveling, by air
or otherwise. If the price of tele-
phone service advances sharply
the householder with two or more
phones may decide to curtail his
expenditures for such service by
having one or more instruments
removed, and he also may restrict
the number and duration of long-
distance calls to children, grand-
children, and others. The buyer of
electric illumination may also
readily contract his use of this
product by turning off some lights
and using smaller bulbs. The plain
fact is that we don’t have to con-
sume a particular level —to say
nothing of an expanding amount
— of most of the array of specific
goods and services making up the
present-day standard of living. In
the absence of actual coercion by
some government agency, or a
gang of thugs or racketeers, the
customer still is sovereign —and
without need of aid from govern-
ment, or consumer advocates and
other busybodies.
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What About Monopoly?

Those favoring increasing in-
terference by government agencies
with the activities of sellers and
buyers, throughout the economy,
and especially in the area of con-
sumer goods and the retail mar-
ket, will of course reject the posi-
tion that the customer is usually
able to protect himself from ex-
ploitation, assuming that he is not
subject to intimidation or down-
right dictation. They allege that
producers will enter into agree-
ments and combine forces to build
monopolistic market positions,
and that action by government is
essential to resist such develop-
ments, and break up trusts and
other combinations, including
huge corporations formed through
mergers. They point to the long
history of Federal antimonopoly
legislation, and enforcement pro-
cedure through the courts and
other arms of government, and
assume that without these efforts
an unbearable structure of mono-
polistic control of the market ap-
paratus would have been achieved.
In short, the position is taken
that a healthy state of market
competition is impossible without
government intervention.

This is a big subject, and must
be dealt with here very briefly.
In my judgment a careful exam-
ination of the historical picture
and the current state of affairs
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will disclose that the most deadly
influence tending to destroy the
effectiveness of the market, and
stifle the pressures and factors
that afford protection to the buy-
er, at all market levels, is govern-
ment interference. Indeed, there
is good reason for regarding gov-
ernment as the major culprit, the
villain in the woodpile, in foster-
ing, directly or indirectly, mono-
polistic conditions that have been
sustained and seriously harmful.

On the current scene, many will
agree, the tremendous power
wielded by labor unions in the
market for personal services, rests
in large part on enactments of
Congress and the procedures of
enforcing agencies, plus failure
of the police power to curb intimi-
dation and violence, including
wanton property destruction and
physical injury — and even death —
to individuals with the temerity
to resist the labor bosses.

It may also be urged that the
tide of intervention that has been
flowing over our markets like lava,
all in the name of protecting buy-
ers and preserving competition,
has discouraged producers from
catering to customer desires and
making prompt modifications and
changes in technology and prod-
ucts in response to changing con-
ditions. In the case of the railroad
industry, certainly, now flat on
its back, stupid and slow regula-
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tory action has been an important
factor in checking or preventing
timely modernization of plant and
equipment, prompt price adjust-
ments, downward as well as up-
ward, and changes in service
schedules and operating methods.
Then, more recently, came the
crippling impact of vast expendi-
tures on highway construction, at
taxpayers’ expense, to facilitate
the growth of transportation by
motor vehicles.

Close scrutiny of the course of
“antitrust” legislation and en-
forcement efforts shows that this
continuing crusade to preserve
and strengthen competitive pres-
sure in the market structure has
not been a success, viewed as a
whole. Courts and other enforce-
ment agencies have shown little
awareness of the meaning of com-
petition, and the related market
conditions that serve to keep pro-
ducers on their toes in the effort
to attract customers and expand
volume of output. There has been
a tendency to assume that uni-
form prices in a given market area
indicate a noncompetitive condi-
tion, despite the fact that such
pricing will surely result from
keen and persistent competitive
pressure. That it may not be prac-
ticable to change prices every day,
or even every week or month in
some fields, is often overlooked.
There has been little evidence of
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an understanding of the plain
truth that rivalry among a few
large producers can be as vigor-
ous, and as conducive to customer
welfare, as the competitive pres-
sure engendered in a field where
many are contending for buyer
favor. There has been an appall-
ing lack of understanding of the
relation of the operating cost of
a particular producer to the com-
petitive market price of the
product.

The impact of the long delays
in reaching and implementing
legal decisions has been harassing
and stifling. And decisions in
many cases have been impractical
to the point of absurdity. For
example, when a court orders that
company X must “divest itself”
of company Y five or six years
after the operations and financial
structures of the two concerns
have been integrated, the decision
is hardly short of outlandish in
its neglect of economic reality and
damaging consequences. Such de-
cisions are on the same level as
would be an annulment of a mar-
riage after several children have
been born to the couple.

In sum, there is reasonable
ground for concluding that if gov-
ernment would follow a hands-off
policy, stop the persistent and
increasing intervention in the
market processes, there would be
little need to worry about mono-
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polistic tendencies. Left alone, a
free market will discipline itself,
provide corrective measures in
the normal reactions of buyers
and sellers. The proper function
of government is to prevent intim-
idation and violence, to protect
participants in the economic proc-
ess from racketeers, mobsters, and
thugs, not to take control away
from the producers and consum-
ers, the buyers and sellers.

Mistaken Views of Market Rivalry

The belief that unless the con-
dition of competition is enforced
by government the market struc-
ture will become monopolistic is
not the only mistaken conception
that is widely held. Frequently
encountered is the notion that
market rivalry is inherently bad,
cruel, destructive. The history of
the free market, it is pointed out,
is littered with the wreckage of
business firms — especially the
“little fellows” — that have failed
in the struggle for survival
against their strong and ruthless
rivals. This attitude is under-
standable; most of us have in our
bones a bit of sympathy for the
weak and inefficient. But calling
for abatement of rivalry in the
economic process is to argue
against increasing output of eco-
nomic goods and a higher stan-
dard of living.

Market rivalry is rugged, but
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it is not destructive when broad-
ly considered. The pressure of
rivalry is a major spur to effi-
ciency, to improvement, in serv-
ing the consumer —the ultimate
goal of all economic activity. True,
there are likely to be losers in the
competition for the customer’s
favor, but there is the offsetting
factor that laggards are often
greatly stimulated by the perform-
ance of the front runners. Exam-
ples of this abound in business
experience. The management of a
particular enterprise, indeed, of-
ten has reason to be thankful for
the pressure toward improvement
in methods and products required
to meet competition.

The view that the free market
is a chaotic and noncooperative
activity may also be mentioned.
Actually the truly free and keenly
competitive market is a model of
sensitive adaptation, automatical-
ly, to the ebb and flow of the atti-
tudes, needs, and varying circum-
stances of the participants. It is
anything but chaotic. And its
intricate maze of relationships
between producers and customers
presents the most remarkable ex-
ample of cooperation, without
coercive direction or control, to be
found in human affairs.

Consumerism — Harmful Products

Earlier in these comments I've
stressed the importance of cus-
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tomer reaction on the market
place as a factor in pressuring the
producer, the seller, in the direc-
tion of serving the customer well,
even in the extreme case of the
absence of a condition of immedi-
ate or potential rivalry for the
buyer’s favor. And in line with
this position I've expressed con-
cern over the rising tide of in-
tervention in the consumer’s con-
duct, ostensibly in his behalf.
This “consumerism” movement
deserves some further attention,
ag it represents a serious threat
to the maintenance of a competi-
tive market structure, especially
when it takes the form of a great
expansion of governmental regula-
tion and interference.

The very essence of a free econ-
omy, with effective markets, is the
right of both buyers and sellers
to make decisions, to choose
courses of action. The degree to
which this right is impaired, is
restricted, measures the distance
an economy has moved into the
socialist morass. Socialism is
nothing more nor less than a
system under which the state
makes the choices rather than the
individual participants in the
economic process, at both the pro-
ducing and consuming levels. By
the term ‘“state” in this connec-
tion I have in mind government
in all its manifestations — boards,
bureaus, commissions, and so on
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— including cases where the ulti-
mate power rests in a single des-
pot, or a small coterie.

I reject outright the conception
that the customer — including the
ultimate consumer — is a boob, in-
capable of deciding what to do
with his income or other available
funds. True, many of us may make
careless and unwise decisions at
times. If, for example, a particu-
lar individual impulsively buys a
silk shirt for himself when his
children are badly in need of
more milk the neighbors may re-
gard this action unfavorably —
and their critical attitude may be
amply justified. But what is the
alternative to letting the individ-
ual buyer assume responsibility?
Is there good ground for expect-
ing that a government board or
other agency, with coercive power,
will do better than the typical
market participant? An arm of
government is made up of human
beings, very likely not superior in
wisdom and foresight to the aver-
age member of the governed group
— even if good intentions and lack
of political motivation are as-
sumed. Moreover, to come to a
decision having substantial merit
in the particular case the coercive
agency must become familiar with
the specific circumstances — and
this takes time.

Both historical and current ex-
perience indicate plainly that the
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individual participant in the eco-
nomic process can generally be
assumed to be more fully ac-
quainted with his economic needs
and circumstances than an out-
side agency can be, even after
thorough investigation. More-
over, the individual can act
promptly before conditions are
modified, whereas there is certain
to be delay in reaching and im-
plementing a determination by a
governmental body. The case for
substituting government decision-
making for consumer sovereignty
has no solid foundation.

There remains the question of
how to deal with harmful prod-
ucts. As we all know, producers
may cater to the desire of some
individuals to consume dangerous
drugs, for example, and may even
undertake to stimulate the volume
of demand for such drugs. In this
connection I think it should be
admitted that there is a role for
the policeman in the economic
process, even where the free mar-
ket is dominant. But it is a strictly
limited role. If it were possible
for the adult alcoholic or the drug
addict to go off in a corner and
destroy himself at his own gait
without trespassing on the rights
of dependents or anyone else, 1
would personally be quite willing
to see him take such action. But
this is far from the actual case.
Take a look, for example, at the
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frightful carnage on the highways
that careful studies show to be
attributable to drinking drivers.
Here is a clear need for the inter-
vention of some coercive power,
and it is rather astonishing that
so little is being done about this
outrage,

On the other hand, I am very
skeptical of the merit of much of
the interference with the market
by the Food and Drug Adminis-
tration, Of course nearly every
natural or manufactured product
is toxic to somebody in some cir-
cumstances. I've known several
people who couldn’t tolerate straw-
berries but this would hardly war-
rant putting into effect a maze of
regulations regarding the grow-
ing, marketing, and use of such
berries. Rivalry among sellers and
the reactions of customers are in
general a better market regulator
than any government agency.

Two Other Misunderstandings —
Regarding Labor

To conclude these reflections I
want to call attention to two other
areas where lack of clear thinking
is — unfortunately — widespread
and damaging.

A serious misunderstanding is
partly responsible for the develop-
ment of monopolistic, noncompet-
itive conditions in the labor mar-
ket. Human beings, so the story
goes, should not be regarded as
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commodities, to be priced on the
market place like sacks of po-
tatoes. Instead, there must be
established a structure of protec-
tion for workers composed of
strong union organizations on the
one hand (to implement collective
bargaining, and with power to
strike and shut down plants and
entire enterprises), and govern-
ment legislation and enforcement
agencies on the other (to provide
minimum wage laws, set safety
standards, prevent collusion among
employers, insure the rights of
unions to call strikes and set up
picket lines, and so on).

All those who don’t approve of
slavery will of course go along
with the view that people are not
marketable commodities, but it
must be insisted that personal
services of all kinds that are re-
quired in the productive process
are economic goods, subject to
demand and supply influences.

It may also be urged that an
important underlying force in pre-
venting worker exploitation is
rivalry among buyers for the
service he is able to furnish. Buy-
ers of services are no less keen
in their bidding for a particular
kind of service than they are in
bidding for a desired physical
commodity. There is much evi-
dence that this force still operates
with substantial effect in labor
markets, with respect to all grades
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and types of personal service,
despite governmental interference
and the coercions represented in
prevailing union tactics. In saying
this I'm not forgetting the case
of the community with only one
manufacturing plant and the need
for worker mobility.

Another major misunderstand-
ing, widespread in industry, is the
notion that workers (people fur-
nishing personal service, from the
top brass to the men on the as-
sembly line) and the capital fur-
nishers (those providing the
funds to endow the enterprise
with the necessary plant facilities
and other resources) have con-
flicting interests, are rivals in
sharing the fruits of the economic
process. Actually the welfare of
the employees of a business is
closely linked with and dependent
upon that of the owners or other
investors. Viewed broadly, as has
often been pointed out, wage rates
tend to vary with the supply of
“tools” (capital facilities of all
kinds) per man; in other words
wages will be high where capital
is plentiful and technology ad-
vanced, and relatively low where
there is plenty of labor but equip-
ment is primitive and limited. As
a general truth this can hardly be
challenged.

Put somewhat differently, this
means that the workers (the per-
sonal service suppliers) should
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favor a climate fostering saving
and capital accumulation, and
hence a level of earning rates for
those furnishing funds that will
be attractive. The individual
worker is in competition, in a
sense, with his fellow workers,
and thus may well be in favor of
a low birth rate and restricted
immigration, while at the same
time supporting the view that cap-
ital should command as high a
return as the forces of a free,
competitive market will afford.
The workers and the capital fur-
nishers are not in contention, or
opposition, but are joining hands,
so to speak, to make the wheels of
business turn rapidly and effi-
ciently. This does not, of course,
gainsay the fact that technological
development and advance may
cause inconvenience and need for
retraining on the part of particu-
lar groups and classes of those
supplying personal services. It
also does not deny that the result
for investors will vary from losses
to occasional exceptional rewards
for particular business entities in
varying circumstances and inter-
vals of time.
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In my classes I was fond of
illustrating this point by imagin-
ing that the president of a small
company, sitting in his office one
morning, hears a timid knock on
his door. The caller is one of the
lowest ranking employees in the
factory, and he stands hesitatingly
in the doorway, twirling his cap
in embarrassment. “Come in, Joe,”
said the president heartily, “What
can I do for you?” Joe was still
nervous but finally came out with
it. “Sir, I saw in the paper last
night that our directors have de-
cided to cut the quarterly divi-
dend to the stockholders, and it
worried me. Are you sure, sir,
that this is necessary? Are we
doing all we can for our invest-
ors?”’ Without letting my imagi-
nation carry me further, I might
note that probably the president
of any company would be so
startled by such an experience
that he would be in danger of a
heart attack. But I submit that
Joe was on the right track, and
behaving in a rational manner, in
accordance with the basic self-
interest of a worker out in the
company plant. ®

Reflections on the Revolution in France
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THEY have found their punishment in their success. Laws over-
turned; tribunals subverted; industry without vigor; commerce
expiring; the revenue unpaid; yet the people impoverished.

EDMUND BURKE
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SIsYPHUS in Greek mythology was
condemned, as a punishment for
his wickedness in this life, to roll
a stone from the bottom to the top
of a hill. Whenever the stone
reached the top it rolled down
again. Thus, his task was never-
ending.

The wickedness of Sisyphus was
not a case of politico-economic in-
trigue. But Frederic Bastiat, the
eminent French economist, philos-
opher, and statesman of well over
a century ago, dubbed all people
sisyphists who, by restrictive
measures, tend to make the tasks
of life unending.

Let ug peek into the nature and
extent of present-day sisyphists
if only to create a desire among
ourselves to reread some of the
works of the great Bastiat and
again to profit by his clarity of
thought and simplicity of expres-
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sion,! His fascinating parables
could hardly have been more ap-
propriate in his time than in ours.

The progress of human beings
from a state of general impover-
ishment toward one of relative
abundance is impeded by a series
of obstacles. People who really
serve society contribute to the ov-
ercoming of these obstacles, there-
by creating abundance. Is it not
precisely this kind of service
whereby we may judge whether a
business or a labor union or a gov-
ernment policy or official is social
or antisocial?

People who perpetuate obstacles
in order to maintain conditions of
scarcity in their own line of pro-

1 See especially The Law, FEconomic
Sophisms, Economic Harmonies and Se-
lected Essays on Political Economy by
Frederic Bastiat (Irvington-on-Hudson,
N.Y.: The Foundation for Economic Ed-
ucation, Inc.).
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duction, thus keeping their efforts
profitable at the expense of others,
and who make the task of achiev-
ing abundance an endless one are,
in Bastiat’s estimation, sisyphists.

“There isn’t work enough in our
line for all you fellows wanting in.
Keep out! By closed shops, closed
unions, and closed associations we
can create prosperity for our-
selves and make our tasks in these
enterprises unending.” Selfish
sisyphists!

“Slow down on this job, fel-
lows, and take more vacations, so
our work will last longer.” Lazy
sisyphists!

“Competition is ruining our
business. Let’s put a stop to it
and keep prices up by embargoes
and trade barriers. If these don’t
work we have political power
enough to get legislation that will
impose discriminatory taxes on
our competitors. And failing this
we can always command a govern-
ment subsidy for ourselves.”
Power-crazed sisyphists!

“Let’s have Federal aid for

To Each, His Own
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projects to which we are unwil-
ling to devote our own resources.”
Wasteful sisyphists!

“Let us have national unem-
ployment compensation so, even
if we do no work, we can get paid
anyway.” Money-mad sisyphists!

“Let us have wage, price, pro-
duction, and exchange controls —
eliminate market pricing as a
guide to production and consump-
tion — so that all may labor for-
ever at posts assigned by govern-
ment.” Slavish sisyphists!

Enough of this. Each of us
should make it his game to spot
these persons who would magnify
the effort required for a given
result. They are to be found every-
where —on the farms, in pulpits
and classrooms, in labor unions,
in private offices, in governments
and, alas, too often in the mirror.
They are the friends of scarcity
and the enemies of abundance.
Antisocial sisyphists!

Let’s make sisyphism a part of
our mythology instead of our na-
tional policy! ®

My FAITH in the proposition that each man should do precisely as
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he pleases with all which is exclusively his own lies at the founda-
tion of the sense of justice there is in me. I extend the principle to
communities of men as well as to individuals. I so extend it be-
cause it is politically wise, as well as naturally just: politically

wise in saving us from broils about matters which do not concern

us.

. ABRAHAM LINCOLN
Speech at Peoria, 111, Oct. 16, 1854
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In 1943 Bengal and Calcutta
suffered another ghastly famine,
just as they have for millennia.
One report stated: “All over the
province rice was dear and life
was cheap.””! The starving col-
lapsed and died in the streets,
while the bloated dogs feasted on
their corpses and dragged their
bones about the city. Certainly the
age-old problem of too many peo-
ple and too little food was aggra-
vated by the fact that there “was
a war on” just beyond their bor-
ders in Burma, the Japanese inva-
sion of Southeast Asia. However,
the chronic problem of human
need in India which had become
acute in this hour of crisis pro-

Dr. Coleson is Professor of Social Science at
Spring Arbor College in Michigan, This ar-
ticle is reprinted by permission from the
Spring 1972 volume of Fides et Historia,
journal of The Conference on Faith and His-
tory, and copyright by them.
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vided a startling contrast with
another nation also on the door-
step of war, Switzerland, that
oasis of peace and prosperity in
the midst of a devastated and im-
poverished Europe, It is custom-
ary to imagine that India must
have many times more people per
unit of area than almost any other
country on earth but, according
to the 1946 edition of Goode’s
Atlas, Switzerland in that year
had about 268 people per square
mile and India a mere 215.2

An even more startling contrast
grows out of a comparison be-
tween West Germany and India
over the last quarter century. By
May of 1945 Germany had been
utterly defeated in a total war —
“uanconditional surrender” — and
her cities were deserts of ashes
and rubble., Germany was no
doubt poorer than India in the
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spring of 1945 and had twice the
population density, 433 per square
mile. Yet the Germans rather
quickly recovered — the startling
“Kconomic Miracle” — and India
has remained poor. Unless one in-
gists that “East is East and West
is West” and hency no compari-
sons or explanations are possible,
he is haunted by the question
why some starve and others pros-
per, or at least survive, in the
midst of adversity.

Conquering Starvation —
A Recent Accomplishment

Actually, the startling difference
in living standards between the
“haves” and ‘“‘have-nots” is a
rather recent phenomenon. Eur-
ope once had its famines, and bad
ones too. According to one au-
thority, the British Isles had 201
famines between A. D. 10 and
1846.* A recent writer has even
suggested that in certain French
parishes which he studied in de-
tail, the death rate was propor-
tional to the price of grain back
nearly three centuries ago.* Yet,
there have been no great famines
in the West since the Irish Potato
Famine except in Russia in the
1920’s and 80’s and during the
wars. Even in the midst of the
Great Depression the “Arkies”
and the “Okies” did not leave a
trail of bones from the “Dust
Bowl” to California as might have

THE REFORMATION AND ECONOMIC DEVELOPMENT TODAY

369

happened in some parts of the
world even today.

Still, the tide has turned in the
favor of the Western World quite
recently. In 1770 a bushel of wheat
cost a British laborer the equiva-
lent of five days’ pay.’ It came as
a surprise to me to learn in West
Africa a few years ago that a
bushel of rice cost the natives
about a week’s wages. They were
still at the stage my ancestors
were two centuries ago. The Afri-
cans also have a “hungry season,”
that time of short rations after
the seed is planted and before the
new crop is ready for harvest.
When the Psalmist speaks of the
sower going forth weeping, ‘“bear-
ing precious seed” (Psalms
126:6), it is so much rhetoric to
us, but still harsh reality to multi-
plied millions around the earth;
these people are quite literally
planting what they need for sup-
per. For some reason, the econ-
omies of the West have been able,
at least temporarily, to supply the
masses with an unbelievably high
standard of living as compared
with the rest of the world and
our own ancestors too. One of the
most urgent tasks today is to try
to understand why this has hap-
pened and whether prosperity can
be exported to the ‘“have-nots”
around the world. This needs to
be done for humanitarian reasons
as well as for self-protection.
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The Weber Thesis
of Western Development

Among the theories which have
been suggested to explain the re-
cent good fortune of Western man,
probably none has attained the
popularity of the so-called “Weber
thesis.” As everyone knows, Weber
considered Western progress to be
a sort of economic by-product of
the Reformation, particularly the
teachings of John Calvin. While I
have been deeply interested in this
problem for a long time, perhaps
in part as a result of having lived
in a bush village in a daub-and-
wattle house with a thatched roof,
surrounded by abject poverty, and
also in part as a result of having
done an economic development
study for my doctorate, I must
confess that part of the Weber
controversy anneys me.

While I have read a consider-
able amount on both sides of the
question, I must admit that I do
not care if Weber dotted all his
“i’s” and crossed all hig “t’s” cor-
rectly or not. Nor am I concerned
if it can be proven that Roman
Catholics also exhibited those
economic virtues .and followed
those policies which are supposed
to be uniquely Calvinist. I am not
even deeply disturbed if some un-
kind writer suggests that the Re-
formers became popular preachers
because they told the people to do
what they had been doing and
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would continue to do, with or
without ecclesiastical sanction. I
am deeply concerned with keep-
ing our facts straight, to the ex-
tent that we are able, because I
do feel that history has real value
as a guide in decision-making to-
day. I have felt, however, that the
investment in the Weber contro-
versy has passed the point of
diminishing returns, as the econ-
omist would say, some while ago.

The Conditions of Progress

The need is to proceed to the
larger question of what conditions
are necessary for prosperity and
what, if anything, religion has to
contribute toward making prog-
ress possible, While there has been
a strong reaction against Western
materialism, if one takes the loud
protests of the recent past at all
seriously, still there is value in
studying how to promote pros-
perity — if eating is better than
going hungry. The fact that Amer-
icans in their blindness and greed
have overdone a ‘“good thing” too
often, does not prove that the op-
posite extreme is any better. Fur-
thermore, it seems to me that the
Reformers could provide wisdom
that would help Christians regain
4 sane point of view in the midst
of affluence and - global need, if
they will but listen.

Those who have visited the
backward areas, where beggars
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pursue the tourist relentlessly and
where multitudes are perpetually
on the verge of starvation, quickly
learn that things are quite dif-
ferent from the way they are back
home. One of the most obvious
differences is the attitude toward
work. This is more than natural
laziness or the apathy that comes
from malnutrition and a super-
abundance of body parasites. The
aversion to work is deeply in-
grained in the native culture and
is most difficult to dislodge. Conse-
quently, modern attempts at eco-
nomic development often intensify
problems. For instance, an educa-
tional report of the British Co-
lonial Office a few years ago
quoted an “enlightened” chief ag
saying: “If universal primary edu-
cation were introduced at once,
Sierra Leone would be dead in a
year —we would starve.”® Even
a modicum of book learning takes
the recipient thereof out of the
laboring class without qualifying
him for any type of professional
work.

Closely related to the antipathy
toward work which is tied to
status is the familiar guild or
union pressure on workmen to do
less than their best. Weber men-
tions this as the principal cause
of the persecution of Methodist
laborers a couple of centuries
ago.” One can concede that em-
ployers have driven their workers
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shamefully when they had them
at their mercy without condoning
peer pressure for inefficiency, evi-
dently common then and now.

Slow Accumulation of Tools

Anyone familiar with the his-
tory of the Industrial Revolution
knows the long and seemingly
hopeless struggle to perfect better
tools in the face of bitter worker
opposition. Evidently the Western
nations came quite close to re-
maining in their poverty and
wretchedness even as large num-
bers in the backward areas still
are today. When I view the hun-
gry multitudes across the world
today, do I say that “but for the
grace of God, there go I”? Need-
less to say, the “have-nots” could
use some of the Western attitude
toward work, whether it is Cal-
vinist, Catholic or cultural in ori-
gin., Of course, the Japanese have
a “work ethic” of considerable
antiquity, a point Kurt Samuel-
son makes good use of in his “Cri-
tique of Max Weber.”8 Needless
to say, this must be without ben-
efit of Calvin.

It is hard for us, coming from
the West, to understand how com-
pletely “backwardness” is built
into some native cultures. J. S.
Fenton, an authority on Sierra
Leone native law, wrote several
years ago how the enterprising
individual was repressed and ev-
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eryone was kept at the same dead
level of grinding poverty. Said
Fenton:

The enterprise and success of a
person causes him to be envied and it
is whispered that he must have “boa
medicine,” the “medicine” of success,
but also a medicine which can injure
his neighbors. A noise . . . is heard
from time to time, and perhaps one
or two children die. The prospering
man is then informed against as pos-
sessing boa medicine. . . . Once he has
been called a boa-man he might as
well leave the chiefdom. .. .%

It is interesting to note in this
connection that Andrei Amalrik,
who questions whether the Soviet
Union will survive until 1984, re-
marks that the Russion peasant
wants no one living better than
he does although “the fact that
many live worse is willingly ac-
cepted.”1® Whatever the problem
of the Russiang, the West Afri-
cans have another deterrent to
capital accumulation: if an enter-
prising farmer grows an extra
bushel of rice to tide his family
over the “hungry season,” his rel-
atives will all move in on him
when their meager stock of food
is depleted. After a few days of
feasting, they can then go hungry
together. Little wonder that those
who hope to accomplish something
frequently “get lost” and start
over 8o far from home that their
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relatives cannot find them. Need-
less to say, the “haves” frequently
do no better than the “have-nots,”
once they manage to accumulate
a fortune. They usually “consume
it upon their own lusts” or hide it
in a secret account in a Swiss
bank. In the meantime, their na-
tion is starved for capital. In view
of the instability of their coun-
tries, the urge to live it up—‘“to
eat and drink for tomorrow we
die”—or “squirrel it away” in some
country they hope they can trust,
is understandable but regrettable.
It certainly does not make for
progress at home. Obviously, what
has been called the “Protestant
Ethic” would be a great asset to
these people.

The Case of Country X

Take some backward country,
on the doorstep of the U.S. or
halfway around the world, and
see what could be done to promote
prosperity. Nation X is incredibly
poor. It may be a “beggar sitting
on a bench of gold” or just a beg-
gar squatting in the dust; the re-
source base, while helpful, seems
not to insure prosperity. Switzer-
land has little and has done well;
many other countries seem to have
great potential, but remain poor
and backward. In country X the
average annual income is less than
a hundred dollars — not a hundred
a week but for a full year. The
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people are poor beyond our imagi-
nation, they are malnourished,
and their health services are ex-
ceedingly meager. The country
has stagnated and will no doubt
continue to remain so.

Now, suppose some great
prophet should arise and capture
the hearts and loyalties of the
people. Suppose in addition to get-
ting them to repent of their sins
and live a life of moral rectitude,
that he should convince them that
they should do a good day’s work,
whether anyone was watching or
not (because, of course, God sees
everywhere and He will not ex-
cuse the slothful worker). Sup-
pose men of means within the
country began to feel responsible
for the proper use of their mate-
rial blessings (Christian steward-
ship) and began investing wisely
and well in business ventures at
home rather than squandering
their money or exporting their
wealth to places that do not really
need it. Suppose the government
became more stable, and honest
too, so men could begin to count
on tomorrow and even decades
hence.

A Climate of Growth

Now, if T had a million dollars,
I would go and invest it in X as
would a host of others. If the for-
eign investors were Christian or
even had good sense, they would
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try to do the right thing by the
people, knowing that while one
can get by with exploitation in
the short run, that in the long
run the policy is self-defeating.
Also if Americans just happened
to want to do something to help
them and themselves, they might
let their bargain goods into the
U.S. and sell them machine tools.
With such a combination — a dili-
gent and honest people, a respon-
sible business community and gov-
ernment, a ready foreign market
close at hand and abundant capital
— progress would be explosive, an-
other economic miracle.

Actually, of course, X is not
like this and, barring a miracle
of grace, it will not become so.
The mass of the people are lazy
thieves, the government is run by
a bunch of thugs and whatever
business exists there is out to
“get” everyone else before others
get them. Weber was right: capi-
talists did not invent greed, but
tamed this destructive impulse.l1
No foreigner in his right mind
would invest there because the
government would nationalize his
business as soon as it became
profitable.

It is a tragedy that interna-
tional investment has become such
a problem in the modern era. A
recent writer, much frustrated
with the poverty and malnutrition
so prevalent over too much of the
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earth today, complained that the
wealthy nations were only invest-
ing $6 billion a year in the devel-
opment of their poor neighbors
while they should be putting in at
least $15 billion.12 According to
Richard Nixon, writing more than
a dozen years ago, the United
States would have invested $30
billion abroad in 1958 instead of
the trifling $4 billion we did lend,
if we had been investing at the
rate proportionately that the Brit-
ish did in 1910.13 As long as the
British invested wisely, this was
a revolving fund that could con-
tinue over the years. Think what
a similar American program could
do today to hasten economic de-
velopment across the earth and
create jobs at home too.

Back to the Moral Problem

Unfortunately, there are few
decent places in the world to in-
vest anymore — which brings us
right back to the moral question
again. If we could just get the
man straightened out—his morals,
his thinking and his institutions—
progress would be possible. Piety
is no substitute for technology,
but we can handle the engineering
details today if the moral condi-
tions are favorable. This has al-
ways been an important factor.
It is well to remember that Cal-
vin and the reformers were not
promoting economic development
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schemes. They sought first the
Kingdom, and the economic fringe
benefits were added unto them.

Perhaps the most hotly debated
subject in Christian circles today
in this country is whether capital-
ism or the welfare state is the
embodiment of virtue, the ethical
and moral system. The contro-
versy has produced a sizable and
growing literature. It is interest-
ing to note in this connection that
some writers trace Christian so-
cialism,!* not capitalism, back to
John Calvin, which alters the
Weber thesis considerably. Of
course, Calvin is accused of pro-
moting both democracy and totali-
tarianism also.!> Perhaps he did
not consciously promote any of
these systems.

With all due respect to Calvin,
a more important question is what
the Bible teaches. It seems to me
that the Word of God does not
specifically endorse any human
system or give a “blueprint” for
any political arrangement, but it
does lay down fundamental prin-
ciples by which men and nations
will be judged. These God-given
principles necessarily have far-
reaching social, political, and eco-
nomic implications. But with Emil
Brunner I would insist that all we
can hope for is the “best make-
shift” by which we may attempt
to approximate the Christian
ideal.18
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Let us explore one of these
“makeshifts.” An Austrian writer
who classifies himself as a social-
ist, Karl Polanyi, praises the nine-
teenth century with its “Hundred
Years’ Peace” in Europe (1815-
1914).17 He then tells us that the
civilization of that era was based
on the balance of power, the gold
standard, the market economy,
and limited government. After
telling us that these arrange-
ments produced a century of
peace, ‘“a phenomenon unheard of
in the annals of Western civiliza-
tion” and also “an unheard of ma-
terial welfare,” he concludes that
the ‘“self-adjusting market . .
would have physically destroyed
man and transformed his sur-
roundings into a wilderness.”

It is unfortunate that a “make-
shift” so attractive in the short
run should have such dire long-
range consequences. Perhaps a
second look is needed. Obviously,
Polanyi is describing anarchy, a
system without rational or moral
checks on human excesses — not
Calvin or even Adam Smith, but
Darwin and the ‘“survival of the
fittest.” It is possible to assume
that accounting is epistemology
(what is profitable is good), but
the Reformers did not hold this
view nor did the founders of eco-
nomics. In 1765 Blackstone wrote
that the laws of men should con-
form to that Higher Law, ‘“dic-
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tated by God Himself;”18 and in
1776 Adam Smith concluded that
just as long as a man “does not
violate the laws of justice, fhel is
left perfectly free to pursue his
own interest in his own way....”’1?
This means, for example, that I
have a God-given right to grow
all the wheat, corn and cows I can
on my farm but not poppies for
opium.

Mistaken Practices

I would not care to try to de-
fend the American Farm Program
of the last generation before the
Judge of all the earth. Would you?
L. Dudley Stamp, a distinguished
British land-use expert who de-
livered a series of lectures at In-
diana University several years
ago, chided Americans on their
low agricultural productivity and
suggested that the world could
support ten billion people or about
three times the present total, if
we just did as well as we now
know.2® Another Englishman,
Colin Clark, places the capacity of
the earth at twenty-eight billion,
assuming present technology and
the efficiency of the people of the
Netherlands.?t If everyone did
half as well as the Dutch or even
a quarter, it should be possible to
feed earth’s peoples and still sta-
bilize populations short of dis-
aster. Of course, both are agsum-
ing full production and open mar-
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kets, a policy quite familiar to
the Victorians but well-nigh for-
gotten today.

While I would not care to at-
tempt to defend all the old capi-
talists did either, they did a few
things right, as the following quo-
tation from the Spectator, pub-
lished in 1882, suggests:

Britain as a whole was never more
tranquil and happy. No class is at
war with society or the government;
there is no disaffection anywhere, the
Treasury is fairly full, the accumu-
lations of capital are vast.2?

Just as an interesting experi-
ment, substitute “today’” and “the
U.S.A.” for “1882” and “Britain”
in the above quotation. Perhaps
the capitalist “makeshift” was not
so bad after all.
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A REVIEWER'S NOTEBOOK

JOHN CHAMBERLAIN

The message of Henry Hazlitt’s
The Conguest of Poverty (Arling-
ton House, $8.95) is that his sub-
ject could have been dealt with in
the past tense if it weren’t for
the pernicious doctrine that “the
State knows begt.” Alas! the tend-
ency to hand problems of income
“distribution” over to politicians
whose only real skill is the ac-
cumulation of votes has prevented
the West from utilizing the great
productive strength that is to be
found in the principle of volun-
tary association. So the “cure” for
poverty is still in the future.

Just how far are we from get-
ting “government” off our backs?
Mr. Hazlitt is not a total pessi-
mist; he believes in the power of
“education.” Mere verbal demon-
stration, however, is not an infal-
lible schoolteacher; the collabora-
tion of events is needed to make
“education’ effective. Fortu-
nately, events are coming to Mr.
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Hazlitt’s aid; what he was saying
twenty years ago about the falla-
cies of Statism is becoming hind-
sight as it is repeated by other
and less prescient men who now
stand appalled at what inflation,
a government-created phenome-
non, is doing to compound our
troubles.

Since poverty is a relative thing
(some people are always going to
be poorer than others), Mr. Haz-
litt has had his difficulties with
the conventional definitions. Value
judgments are .involved. It is
wrong to define poverty, as one
“authority” does, as the condition
affecting “any family with an in-
come less than one-half that of
the median family.” If such a defi-
nition were to be accepted it
would mean that the percentage
of “the poor” would never de-
crease until all incomes were
equalized. The bottom “fourth” of
a nation might be sufficiently fed
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to remain healthy and still be can-
didates for soaring relief if any
such definition were to be per-
petuated. What Mr. Hazlitt pro-
poses 18 that the ‘subsistence
level” must provide our working
definition of the poverty line. Any
attempt to provide relief for able-
bodied adults beyond subsistence
must take money away from pro-
duction and so render society
poorer on the whole.

Capitalism, in league with tech-
nological ingenuity, is what de-
livered the “West” from the spec-
tre of Malthusian doom. Before
the industrial revolution, soaring
populations pressed inexorably on
the means of subsistence. But
when the Manchester factories in
England began to soak up the
idled poor from the countryside
and make the importation of cheap
wheat a possibility, Malthus was
discredited as a prophet for his
own Britain. As things turned
out, the ingenuity that capitalism
unleashed was reflected in the birth
gtatistics: “middle eclass” people
who did not need big families in
order to provide themselves with
field hands found ways of limiting
their children. The combination
of smaller families and a more
skillful application of science to
agriculture itself ended the prob-
lem of famine in the “West.” We
were on our way toward limiting
poverty to the chronically inca-
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pacitated without saddling the
productive system with high taxes
and the inefliciency that always
follows from government inter-
ference or takeover.

Combing through the records
of antiquity, Mr. Hazlitt notes
what “the New Deal in Old Rome”
did to enervate our first great
universal empire. Between State-
supported slavery, high taxes, the
multiplying relief of “bread and
circuses,” and the final imposition
of price controls, Roman produc-
tive efficiency simply vanished. In
Britain, there was a saving real-
ism about the original application
of the “poor laws.” But in 1795
the Berkshire magistrates, meet-
ing at Speenhamland, decided to
supplement wages in accordance
with the price of bread. This
placed everybody in the country-
gide on a “guaranteed minimum.”
The rise in the cost of relief was
geometric. In order to put people
back to work and unleash the in-
dustrial revolution Britain had to
amend the poor law in 1834, Pity
for the pauper had to be recon-
ciled with pity for the laborer, the
investor and the tax-payer, as
Nassau Senior pointed out. So
England came to accept the work-
house, a place that would guaran-
tee a pauper enough to live on
without making idleness sufli-
ciently attractive to undermine
such desirable characteristics as
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frugality, industry and ambition.

The rise of affluence, however,
dulled the common sense of the
British people, and the Speenham-
land mentality returned as the
sentimentalists, following the rec-
ommendations of the radicals
(Beatrice Webb, Prime Minister
David Lloyd George), were se-
duced into accepting the idea of
the Welfare State. With the
Beveridge Plan (cradle to grave
protection), the “difficult problem”
raised by Nassau Senior in 1834
posed its dilemma all over again.
How, under State Welfarism, can
one “afford to the poorer classes
adequate relief without material
injury to their diligence or their
providence.”

Mr. Hazlitt rather doubts that
the problem can ever be resolved
to everybody’s satisfaction. He
recognizes that it would be ‘“‘po-
litically impossible” to get the
State totally out of the welfare
business. But he sees some hope
in the educative value of events.
Back in the late Forties and early
Fifties Mr. Hazlitt warned that
if Washington were to extend ex-
travagant relief to other nations
in the form of Marshall Plan and
“Point Four” give-aways, it would
not “save the world.,” Govern-
ment-to-government loans, he said
at the time, would be squandered
by political bureaucracies, and
capital for free productive enter-
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prise would thereby be dimin-
ished. Mr. Hazlitt was considered
hard-hearted by the “liberals” of
the Fifties and Sixties, but com-
mon sense is now coming to his
support. The dollars that we have
given away for international re-
lief now haunt us as the balance-
of-payments statistics turn
against us.

Similarly, the inflation that has
been caused by “welfare gone
wild” is provoking the middle
classes, including the blacks who
have risen in the world, to cast
a cold eye on unbalanced budgets
and extravagant programs for
such things as urban renewal
and various make-work projects.
It may take the final “inflation
crisis” to bring us to our senses.
But Mr. Hazlitt, after waiting
some twenty years, may find that
it is at last possible to teach peo-
ple ‘“economics in one lesson,” to
quote from his best-selling book
of that title.

The real solution to the problem
of poverty does not lie in any
government relief system, or in
any endeavor to “redistribute”
wealth or income. It lies, says
Mr. Hazlitt, in increased produc-
tion. One increases production by
making investments in more ef-
ficient tools. The free-swinging
enterpriger, using capitalist sav-
ings, is the true hero of the “war
on poverty.”
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How long will it be before our
““intellectuals’” begin to see
through fallacies that are as old
as the economics of the Emperor
Diocletian? 1 would feel better
about the prospects if such books
as The Conquest of Poverty were
to be reviewed on the front page
of the New York Times Sunday
book section. This is not likely to
happen tomorrow. But “events”
will continue to call the turn.
What Mr. Hazlitt has to say
about the need to free the pro-
ducing interests of a nation is
bound to take hold as our infla-
tionary crisis deepens.

The politicos are already trying
to limit upward revisions of the
minimum wage by making special
exceptions for job-seeking adoles-
cents. Common sense does break
through. And even some of the
big unions, the steel union, for
example, are now doubting the ef-
fectiveness of wage increases that
run beyond productivity. If the
unions ever get the idea, can the
“intellectuals” remain far behind?
Mr. Hazlitt may yet become a
prophet with honor in his own
country.
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p THE FOUNDATIONS OF MO-
RALITY, 2nd ed. (Los Angeles:
Nash Publishing, 1972), 398 pp.,
$12.00.

Reviewer: Beltina Bien Greaves

THE MANY contradictions among
different philosophical theories
have caused much confusion over
the years. Unfortunately, too few
teachers and textbooks explain the
basic principles that could help
students discriminate intelligently
among them and understand the
ethical code which fosters free-
dom, morality and social coopera-
tion. Thus, Henry Hazlitt deserves
special credit for bringing logic
and clarity to the subject. His
book, The Foundations of Moral-
ity, was first published in 1964.
After having been out of print for
several years, it is again available
thanks to Nash and the Institute
for Humane Studies.

The author is primarily an econ-
omist, a student of human action.
As a result, he is a strong advo-
cate of individual freedom and re-
sponsibility. He has long been a
close personal friend and associate
of Professor Ludwig von Mises,
the “dean” of free market econom-
ics, to whom he acknowledges a
great intellectual indebtedness.
With this background, he is well
qualified to discuss the ethics of
social cooperation. His many years
of ‘“apprenticeship” as essayist,
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book reviewer and columnist
(New York Times, Wall Street
Journal, Newsweek, The Freeman,
National Review and many others)
prepared him well for explaining
complex matters simply. The read-
er may wish to pause, ponder and
reflect from time to time on the
ideas and concepts presented, but
the author’s reasoning is clear,
his prose unambiguous and most
chapters delightfully short.

Mr. Hazlitt’s position is that
“the interests of the individual
and the interests of society,” when
“rightly understood” are in har-
mony, not conflict. His goal in
writing this book was ‘“to present
a ‘unified theory’ of law, morals
and manners” which could be log-
ically explained and defended in
the light of modern economics and
the principles of jurisprudence.
This reviewer believes most read-
ers will agree that Mr. Hazlitt
succeeded? He has marshalled the
ideas of many philosophers and
analyzed them with careful logic.
He has explained many of the con-
tradictions among them, thus dis-
posing of much confusion. He has
formulated a consistent moral phi-
losophy based on an understand-
ing of the ethical principles, so
frequently ignored in today’s ‘“per-
missive” climate, which promote
peaceful social cooperation and
free enterprise production.

Mr. Hazlitt points out that our
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complex market economy requires
peaceful and voluntary social co-
operation. The preservation of the
market is essential for large scale
production and thus for the very
survival of most of us. Therefore,
social cooperation is the very most
important means available to in-
dividuals for attaining their vari-
ous personal ends. This means that
social cooperation is also at the
same time a well worthwhile goal.
Let Mr. Hazlitt speak for himself.

For each of us social cooperation
is of course not the ultimate end but
a means. . . . But it is a means so
central, so universal, so indispen-
sable to the realization of practically
all our other ends, that there is little
harm in regarding it as an end-in-
itself, and even in treating it as if
it were the goal of ethics. In fact,
precisely because none of us knows
exactly what would give most satis-
faction or happiness to others, the
best test of our actions or rules of
action is the extent to which they
promote a social cooperation that
best enables each of us to pursue his
own ends.

Without social cooperation modern
man could not achieve the barest
fraction of the ends and satisfac-
tions that he has achieved with it.
The very subsistence of the immense
majority of us depends upon it.

The system of philosophy out-
lined in the book is a form of util-
itarianism, “insofar as it holds
that actions or rules of action are
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to be judged by their consequences
and their tendency to promote hu-
- man happiness.” However, Mr.
Hazlitt prefers a shorter term,
“utilism,” or perhaps “rule util-
ism” to stress the importance of
adhering consistently to general
rules. He suggests also two other
possible names — “mutualism” or
“cooperatism” — which he thinks
more adequately reflect the central
role of social cooperation in the
ethical system described.

The criterion for judging the
consistency or inconsistency of a
specific rule or action with this
ethical system is always whether
or not it promotes social coopera-
tion. Mr. Hazlitt reasons from the
thesis that social cooperation is of
benefit to everyone. Even those
who might at times like to lie,
cheat, rob or kill for personal
short-run gain can usually be per-
suaded of the longer-run advan-
tages of social cooperation, i.e., of
refraining from lying, cheating,
robbing or stealing.

Even the most self-centered indi-
vidual, in fact, needing not only to
be protected against the aggression
of others, but wanting the active co-
operation of others, finds it to his
interest to defend and uphold a set
of moral (as well as legal) rules that
forbid breaking promises, cheating,
stealing, assault, and murder, and in
addition a set of moral rules that en-
join cooperation, helpfulness, and
kindness. . . .
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The predominant moral code in
a society is compared with lan-
guage or “common law.” Society
does not impose a moral code on
the individual. It is a set of rules,
hammered out bit by bit over
many centuries:

[OJur moral rules are continu-
ously framed and modified. They are
not framed by some abstract and dis-
embodied collectivity called “society”
and then imposed on an “individual”
who is in some way separate from
society. We impose them (by praise
and censure, approbation and disap-
probation, promise and warning, re-
ward and punishment) on each other,
and most of us consciously or un-
consciously accept them for our-
selves. . ..

This moral code grew up sponta-
neously, like language, religion, man-
ners, law. It is the product of the
experience of immemorial genera-
tions, of the interrelations of mil-
lions of people and the ikterplay of
millions of minds. The morality of
common sense is a sort of common
law, with an indefinitely wider juris-
diction than ordinary common law,
and based on a practically infinite
number of particular cases.
[T]he traditional moral rules . . .
crystallize the experience and moral
wisdom of the race.

But what about religion, you
say? Doesn’t a moral code have to
rest on a religious basis? The
fundamental thesis of this book,
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as noted, is that reason and logic
are sufficient to explain and de-
fend the code of ethics which fos-
ters and preserves social coopera-
tion. Yet, the author does not ig-
nore religion. He calls attention to
similarities among the world’s
great religions and the contradic-
tions in some of them. Religion
and morality reinforce one an-
other very often, he says, although
not always and not necessarily.
Here is his description of their
relationship:

In human history religion and mo-
rality are like two streams that
sometimes run parallel, sometimes
merge, sometimes separate, some-
times seem independent and some-
times interdependent. But morality
is older than any living religion and
probably older than all religion. . . .
[Wihile religious faith is not indis-
pensable [to the moral code] . . ., it
must be recognized in the present
state of civilization as a powerful
force in securing the observance that
exists. . . .

The most powerful religious belief
supporting morality, however, seems
to me . . . the belief in a God who
sees and knows our every action, our
every impulse and our every thought,
who judges us with exact justice,
and who, whether or not He rewards
us for our good deeds and punishes
us for our evil ones, approves of our
good deeds and disapproves of our
evil ones. . ..

Yet it is not the function of the
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moral philosopher, as such, to pro-
claim the truth of this religious faith
or to try to maintain it. His func-
tion is, rather, to insist on the ra-
tional basis of all morality, to point
out that it does not need any super-
natural assumptions, and to show
that the rules of morality are or
ought to be those rules of conduct
that tend most to increase human
cooperation, happiness and well-be-
ing in this our present life.

Mr. Hazlitt discusses many per-
plexing ideas and concepts such as
natural rights, natural law, jus-
tice, selfishness,. altruism, right,
wrong, truth, honesty, duty, moral
obligation, free will vs. determin-
ism, politeness, “white lies.” Any-
one who has speculated on these
problems without reaching satis-
factory conclusions, as has this
reviewer, will no doubt find his
analyses and comments both stim-
ulating and enlightening.

The book contains numerous
quotations from the works of early
and recent philosophers, which
the author always analyzes for
their consistency with social co-
operation. Except for a few tech-
nical philosophical terms — such
as tautology (repetition of the
same idea in different words),
eudaemonism (the doctrine that
happiness is the final goal of all
human action) and teleotic (an
adjective derived from the Greek
meaning end, design, purpose or
final cause) — readers should not
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find anything in the book really
difficult to understand. As they
follow the author’s line of thought,
they will discover that reason and
logic come to the defense of moral-
ity; order and a common sense
ethical code evolve from philosoph-
ical chaos.

Mr. Hazlitt has long been a
noted free market economist—one
of the very best. His introductory
Economics In One Lesson is a
long-time best seller. The Failure
of the “New Economics,” a care-
ful critique of Keynes, is a real
contribution to economic theory.
With the publication of The
Foundations of Morality in 1964,
he added another very important
feather to his cap as a moral
philosopher. It is good to have it
in print again.

To summarize, the author ex-
plains again and again, in the
course of the book under review,
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that the rules of ethics are neither
arbitrary nor illogical. They are
not mere matters of opinion. They
are workable, acceptable, moral
rules developed over long periods
of time. They must be adhered to
consistently and may not be will-
fully violated without detriment
to social cooperation. In this age
of permissiveness, when everyone
is encouraged “to do his own
thing” and few see any urgency
in respecting the rights of others,
it is a rare philosopher who rec-
ognizes that the consistent ad-
herence to a set of ethical rules
promotes social cooperation and
benefits everyone in society. Per-
haps a free market economist,
whose very field of study encom-
passes the role of social coopera-
tion, is the most appropriate per-
son to explain the logic of this
position. This book should live
through the centuries.
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