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IT 1s POPULAR among many today to
reach back for their ethnic past.
Americans are talking more about

being Polish, Armenian, Italian,
Afro or Chicano than American.
The Indians seem to want to
reclaim the land for the Cherokee,
Apache and other tribes. And so
many Americans are claiming to be
part Indian, we're surrounded.

As soon as the Arabs catch on to
this ancient-heritage idea, they may
claim America on the basis that
everyone in the world is an Arab,
since the earliest peoples migrated
from North Africa, diffused into a
multitude of nations and pulled
together again, completing the cir-
cle, when the idea of America at-
tracted people from all over the
globe.

Miss Leonard is a free-lance writer.

America —
A Time, Not A Place

Joan Marie Leonard

The point is, we don’t just occupy
a piece of land or just a round speck
in the cosmos. We occupy land, but
in an area of time and experience.
This period of time we occupy can-
not continue to be preoccupied with
considerations of several thousand
years ago without losing everything
it has acquired.

As it is, the world is moving
backward in time and experience.
One symbol of the reversal of pro-
gress is the backward movement of
the Israeli turmoil. The Jewish peo-
ple never held a piece of land very
long. As a result they became
internationals—the most advanced
people in the world—almost as
disseminated throughout the world
as the entire race—the human race.
Their desire for a specific plot of na-
tional land, and the UN’'s will-
ingness to shove people out of their
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homes to provide it, has resumed
hostilities of several thousand years
ago.

The case of Rhodesia isn’t black
versus white. It too is past versus
present—primitive versus civilized.
Many of the victims are twentieth-
century blacks, active in the
economic and political life of a
thriving Rhodesian nation and well
represented in a legislature that is
one-third black. Newspaper articles
at first rightfully identified those
killed as blacks. But, as you can im-
agine, blacks killing blacks had lef-
tist propagandists in a frightful tiz-
zy; blacks can only rightfully kill
whites. Later articles started to
identify victims as ‘‘colored”—and
still later as non-blacks, meaning, of
course, non-black blacks. There is
understandable desperation in get-
ting us to understand that black
isn’t necessarily black. The only
real blacks to leftists are those with
disruptive political potential—the

primitive tribal blacks. Our policy '

of insisting on tribal dominance of
Rhodesia’s public offices would be
comparable to some country like
France telling us to put Geronimo
at the head of our Supreme Court in
our earlier days.

Life on the Reservation

Our own Indian situation is
another painful look into the past.
But in all the vocal furor, it is never
suggested that the Indian become a
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part of our life today. What is
shouted for most is more of the
same treatment that has kept many
Indians imprisoned in the poverty
of another century, which is to say,
welfarism,

Are we to go on forever with
reservations preserving people like
animals in a zoo while tourists take
their pictures as they weave and
tend their sheep? If the American
idea were extended to the Indians
with the abandonment of the
welfare-reservation system, they
would be self-responsible people en-
joying the comforts of today’s liv-
ing and pursuing their arts as a pro-
fitable business or hobby, not to ob-
tain a meager sustenance. And they
would be enjoying the strength,
pride and independence that is far
more the essence of their heritage
than feathers and paint.

Still, there is no more cause for a
national guilt complex over the In-
dian situation than over any other
of our many well-intended but
destructive welfare schemes. The
intention is always to help. The
result is always increasing misery.

Having provided the Indians with
land along with mineral rights not
enjoyed by other landowners, the
American taxpayer also pays for
housing, education, services and
subsidies of all kinds while paying
again for products and services pro-
duced. It would be difficult to find
another example in history of a con-
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quered people who have been given
so much—to their own detriment.
Increased welfare has only led to in-
creased demands, as opportunistic
union organizers and radical leaders
find profit in keeping Indians the
separate and dependent members of
a past time period, just as some
black leaders urge blacks not to mix
with whites for fear of losing their
political clout.

It’s not just the Indians who are
increasingly separatist. There is a
growing provincialism among our
cities as all communities vie with
each other over Federal matching
funds, grants and subsidies. When
the race is to get there fast and get
the most, the money is often spent
foolishly on half-formulated pro-
jects. In less prosperous times, such
rivalry and chicanery could lead to
open violence. Is it reasonable to
assume that a community willing to
accept wealth extracted forcibly
from others for its parks and
playgrounds would not go to even
greater lengths when its very
economic survival is threatened by
inevitably dwindling doses of
dollars from the public treasury?

Factions and Frictions

Our indivisible nation is dividing
and subdividing itself into increas-
ingly contentious factions based on
geography, occupation, employ-
ment status, age group, sex,
physical condition, religion, color,
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race, ethnic background—you name
it. The friction and fractionalization
intensifies as every gain is taken at
someone else’s expense.

Welfare is warfare. It is a system
of successive retaliation. It pro-
ceeds like any fight with an ex-
change of punches back and forth,
all justified because ““‘the other guy
started it.”’ Calling it welfare in-
stead of warfare doesn’t change the
vicious fact, soften the blows, or
reduce the danger of expanded
hostility.

A nation that privileges no one is
indivisible; a nation that grants
privileges on the basis of group
distinction is obviously divided
against itself.

Not so long ago, it was just the
opposite. Those escaping from the
oppressed countries of Europe were
anxious to Americanize their names
and be Americans—united in the
great, historically new experience of
freedom which was interpreted as
opportunity—‘‘the land of op-
portunity.”

There was pride in being
American, not because it was a
great, beautiful place, but because
it was a beautiful idea—an idea
everyone could embrace because it
allowed everything possible to all
people in a creative atmosphere of
ordered peace. It was the idea that
each individual has an importance
that transcends the imposed will of
anyone else, whether singly or in a
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group, and should therefore be free
to pursue his interests so long as he
doesn’t interfere with the rights of
others to do the same.

It was not a national idea. It was
the end of the ‘“national” idea. An
idea too big for boundaries—an idea
both universal and eternal. America
was a discovery, not of land, but of
truth—unfolding and irrepressible.

The mountains and rivers, lakes
and prairies were beautiful, and
would be no matter what their con-
formation, because they were part
of this new human discovery—a
discovery that opened the way to all
forms of creation. It was an idea
that would make any place
beautiful. And the idea matured
and made even the desert
wastelands alive and blowing with
flowering color and fruitful produc-
tivity. More fertile lands around the
world, without the sustenance of
such understanding, remained as
barren as ignorance. They remained
in the past—a past to which we are
rapidly returning.

The Public Domain

In spite of technological ad-
vances, we are intellectually closer
to 1492 than to the twenty-first cen-
tury. In Columbus’ time, everyone
was afraid to venture across the
ocean because they thought they
would fall off “the shelf.” We're
still living with flat-earth beliefs in
regard to the land, only today the
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drop-off point is at the boundary
of government ownership and
management.

“For our own good’ a large
percentage of our land area is set
aside in a park system—national,
state, county and city—that is as
anachronistic and un-American as
the reservation system.

National and state parks were set
aside so “‘everyone’’ could enjoy the
land’s beauty in an unspoiled state.
In truth, relatively few get to enjoy
them, and the beauty is more soiled
than unspoiled.

The parks aren’t pristine and
undeveloped. They're poorly and
publicly developed for almost the
exclusive use of campers and
backpackers, whereas the majority
of people traveling through them
aren’t prepared for hiking and
camping.

At a scenic spot like Glacier Point
in Yosemite, the facilities consist of
a hot dog stand, souvenir store, pic-
nic tables and rest rooms. Where
are ‘‘the environmentalists’?
Public facilities are the ugliest and
most rudimentary because they
don’t have to be beautiful and pro-
vide fine services to attract people
for their continued existence as
private developments do. They're
there by necessity.

Where there are people, there
have to be services. There are
hotels, restaurants, service sta-
tions, stores, and the like in the
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parks. The question is;: Who gets
the right to operate these
monopolies in overcrowded,
underserviced areas—and how do
they get it? Along with grazing,
mining and timber-cutting
privileges, those are political per-
missions handed down by
bureaucrats in a system of favors
that invites bribery and
corruption—the vestiges of a royal
privilege system. The only conser-
vation that takes place is the con-
servation of the past. Under the
guise of conservation we are now
burning up the forests at a rate of
110,000 man-caused fires a year,
some covering thousands of acres.

Some environmentalists would
have us believe this place is all we
have to leave our children and it
must be unused if it is to be
unspoiled. But if we leave millions
of acres of unused, somewhat
burned land to posterity, we will
also be leaving billions of instances
of unused intelligence: an absence of
experience, a void of development, a
reversal of progress, an abandon-
ment of opportunity, a lack of faith,
a fear of life and a philosophy of
misery—a denial of everything that
Americais.

In former times, people depended
on land for their sustenance.
Knowledge and intelligence has
magnified every grain of sustenance
to such proportions that we no
longer depend on the land. We de-
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pend on intelligence—individual
grains of intelligence in everyone—
each of us gaining in experience and
production in an interdependent
society.

There are those who say ideas of
individual freedom and develop-
ment through private ownership
and responsibility ‘would take us
back to the days of our forefathers.
They may have had some value at
the beginning when we were
developing, but are now out-
moded.”

That’s true. Ideas of liberty are
only of use to a people or country
that is developing. The mistake is in
believing that America is
developed. It is only because of its
ideas of freedom that America has
developed and will continue to
develop. It has never been on the
brink of greater discoveries than
now. And just as knowledge pro-
liferates expomnentially, every
tomorrow can only be greater in
possibilities than the day before.

The Keys to Progress

The ideas of our nation’s founders
put us centuries ahead in health,
comfort and prosperity, while peo-
ple in other parts of the world con-
tinued to struggle for life in the
same ways they had thousands of
years ago. Where there has been
progress it is because America has
spread its light and music, visual
and audio communications, air and
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land transport, mechanized power,
food, health and well-being through
all kinds of products and services.
America has burst through all na-
tional boundaries and made na-
tionalities old-fashioned. America
embraces the whole world—for all
time. It occupies the entire globe,
not with armies, but with a happy
intelligence—intelligence shared
through products and services.
America was the last stage in
which this little planet discovered
its physical body. Its beginning
marked the end of a preliminary,
rudimentary stage of evolution and
a never-ending beginning of con-
tinued discovery for everyone. Far
from having experienced
everything, America has shown the
world to be a baby that is just
beginning to discover its toes.

Education for Privacy

January

1f we abandon the American idea
of production and discovery and
revert to the socialists’ medieval
idea of governmental distribution
and control, we will be abandoning
civilization in its infancy. Freedom
will be delayed, but not denied.

Freedom is irrepressible—
exploratory. Always beginning—
never ending. Always new. Always
now. America is not a place to wrap
up and preserve for the future—or a
people to wrap up and preserve in
the past. It is a ‘‘pursuit’—a
direction—a continuous happening
for all people for all time. Its
essence is ethic, not ethnic. It is a
country without real boundaries. It
exists on the frontiers of the miud.
Its borders extend to the far
reaches of the imagination—and
beyond. Always beyond. ®

WE ARE LIVING in a world and in a time when powerful leaders with
millions of fanatical followers are committed to the forecible regimenta-
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tion of their fellow men, according to formulas which have no initial
authority but that of their own private dogmatism. They not only
refuse to recognize the right of private thought and personal con-
science to be considered in the management of public affairs, but they

have abolished the concept of the individual as a private personality
and have reduced him to the level of the bee in the hive. To restore the
individual to his former dignity as a human being is the urgent need of

the day.

MARTIN ten HOOR



1. The Idea

SomeTiMES a phrase is concocted to
say something that hardly needed
saying before. These phrases should
be of interest, for they frequently
tell us something about what is new
and different to our time. Such a
phrase is ‘“‘displaced person.” It
came into currency sometime
around World War I1. “DP’s,” they
were called collectively just after
World War 11, people who could be
seen wandering here and there

In this series, Dr. Carson ines the ti
between ideology and the revolutions of our time
and traces the impact on several major countries
and the spread of the ideas and practices around the
world.

orld
i
Ipofan
Idea.

Clarence B. Carson

across Europe, the remains of their
pitiful possessions on their backs.
They were Germans driven from
their homes by the Czechoslovak
government, Poles, Russians,
Rumanians, Letts, Ukrainians,
brought thither to work for the Ger-
mans and now uncertain what to do
or where to go. They were Jews now
seeking some new homeland. War
had caused these peoples to be
transported hither and yon; now
revolution was completing their
displacement.

“Displaced” is a strange word to
use in connection with persons. The
most common word formed from

9



10 THE FREEMAN

“displace” is “‘displacement.” It is
used to describe what happens, for
example, when a body is placed in
water. A certain volume of water is
“displaced,” is moved from where it
was to a new location. It is a mech-
anical operation in character. That
is why it is unusual to use such a
phrase to refer to people. They have
wills; they may choose; they are not
something to be “‘displaced,” as if
they were water. Yet, the phrase is
apt. These people were as near to
being displaced as people are likely
to be. They had been taken, held,
and moved against their wills. The
human forces that swept over them
had displaced them.

Displaced Persons

The phrase, ‘“‘displaced person,”
has fallen into disuse. Many young
people may never have heard it.
This is unfortunate, for it may be
the best single phrase to describe
much that has happened in the
twentieth century. It could well be
used to describe the Russian nobili-
ty who sought refuge elsewhere
following or before the victory of
the Red Army. Kaiser Wilhelm II
became a displaced person when his
government fell at the end of World
War 1. Many persons were dis-
placed after that war as the bound-
aries in central and eastern Europe
were redrawn. Most of the Jews in
Germany and Poland were dis-
placed in one way or another by the
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Nazis. Millions were displaced when
India and Pakistan were divided in-
to separate states. Arabs were
displaced by the creation of the
modern state of Israel. Millions of
Chinese Nationalists were displaced
by the victory of the Communists
on the mainland of China. Many
white residents were displaced from
Africa when black rule was estab-
lished in countries on that conti-
nent. Tens of thousands of Cubans
have been displaced by the Castro
regime. The same has now hap-
pened, or is happening, in South
Vietnam.

I am aware, of course, that some
of the peoples referred to above are
not technically displaced persons;
they are what is known as refugees.
But they are, nonetheless, displaced
persons. They have been displaced
by revolutions and changes over
which they had no control. They
may have chosen to migrate, but
they did not choose to lose their
places which led them to migrate.
Men are as surely displaced by
revolutions as water is displaced
when a ship is launched. This
displacement, and the efforts to
avoid displacement, are a major
theme of this study.

If the idea of displacement is to
serve adequately, however, it must
be expanded. There is literal dis-
placement and figurative displace-
ment. In the figurative sense, it is
possible to be displaced and yet
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never actually move from the
original location. Partial and figur-
ative displacement is widespread in
the twentieth century. It is not as
dramatic as the actual displace-
ment but it is just as real in its own
way.

Being in place for a person means
being in familiar surroundings.
One’s sense of being in place grows
out of familiarity with the customs,
the traditions, the mores, and styles
and either having adjusted to or be-
ing in accord with them. The sense
of being in place, too, is bolstered
by control of one’s life and liveli-
hood. Owning property actually
provides a place for a person. (Our
folk language recognizes this role
for property by calling a homestead
a ‘“‘place” or, sometimes, a ‘home-
place.”’) Place also has the connota-
tion of position, as within a family,
a community, an industry, or some
organization. There is, too, man’s
place in the chain of being (“a little
lower than the angels,’” it used to be
held). Our sense of order, of secur-
ity, and of well-being are connected
with being in place. These, in turn,
are essential to creativity and pro-
ductivity.

Displacement by Force

The world is in the grip of an idea
today. The thrust of the idea is to
replace man, to remove the sup-
ports for him in the position that he
occupies and to force him into a new
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place or configuration. The impact
of the application of this idea is to
displace people. The degree of the
displacement is in some sort of pro-
portion to the force exerted but in
its subtler dimensions depends on
the sensitivities of the persons in-
volved.

Men resist this displacement in a
variety of ways. But it is no easy
matter to resist it. Resistance re-
quires a place to stand. Any degree
of displacement makes outright re-
sistance difficult, and it becomes
precarious or dangerous to resist by
confrontation. As displacement be-
comes more pronounced, people
tend to conform outwardly but to
resist by evasion and by subtle at-
tempts to manipulate power to
their own advantage.

Literal displacement is easy
enough to recognize. We may not be
generally aware of the scale on
which it has occurred in the twen-
tieth century, but it does come to
our attention from time to time in
the midst of wars and revolutions
as people flee from the advancing
tyranny or are shoved out of their
homelands. Figurative displace-
ment, however, is not so readily
discerned. After all, if people re-
main more or less where they have
been, how could we tell that they
have been displaced? The answer is
this: we know it mainly by the way
they behave toward the power over
them. People who are being dis-
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placed in place, so to speak, attempt
to thwart the displacing power by
evasion and manipulation.

This sort of activity is by now
well developed and deeply ingrained
in the Soviet Union. Of course,
millions have been displaced in that
unhappy land over the years, the
most dramatic displacement being
that of those transported to slave
labor camps. But those who never
suffered such displacement have
undergone a different kind of dis-
placement. The reaction of these is
discussed at length by Hedrick
Smith in his recent book on The
Russians. A recurring theme is that
of how Russians make life tolerable
for themselves within the repres-
sive system by evasions, manipula-
tions, connivings, and other imagi-
native ways. He describes it this
way:

It fascinated me that there were such
cunning devices for foiling the auth-
orities and that Russians, of all people,
supposedly being a nation of sheep,
would resort to such expedients. For the
notion of the totalitarian state, perhaps
useful for political scientists as a bird’s-
eye view of Soviet society, misses the
human quotient. It conjures up the pic-
ture of robots living a regimented ex-
istence. Most of the time, it is true, the
vast majority of Russians go through
the motions of publicly observing the
rules. But privately, they are often ex-
erting enormous efforts and practicing
uncommon ingenuity to bend or slip
through these rules for their own per-
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sonal ends. “Slipping through is our na-
tional pastime,” a woman lawyer smil-
ingly commented to me.!

These people, it appears, have no
hope of altering the power over
them, their only hope being to carve
out as much of a place for them-
selves as they can in hidden niches.
Smith describes their attitude this
way:

You also find an unbridgable chasm
between the leaders and the led: be-
tween ‘“Them’ at the top and “us” at
the bottom. . ..

For the common man, politics and the
power of the leaders are like the natural
elements. No ordinary mortal—worker,
peasant, intellectual, Party member—
dreams of doing anything about them.
They are simply a given, a fact, irresisti-
ble and immutable. . . .2

Something akin to this is happen-
ing in the United States. The thrust
of the government is something
alien to the American people, yet
beyond their power apparently to
alter. Americans strive to evade the
impact of the government’s thrust
or to manipulate it to their ad-
vantage.

Many exert extensive efforts to
keep as much of their income as
possible. They pay lawyers, hire tax
consultants, tailor their activities,
arrange their accounts and invest-

1Hedrick Smith, The Russians (New York:
Quadrangle, 1976), pp. 9-10.

21bid, p. 255.
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ments so as to pay as little by way
of taxes as possible. They seek out
investments which will enable them
to delay for the longest time the
payment of taxes on whatever they
have. They use whatever influence
they can muster to get as large a
tax write-off as possible in their par-
ticular undertakings. They ferret
out just those investments which
provide the best hedges against in-
flation.

Many businessmen have given up
efforts to prevent government regu-
lation of their activities. But they
exert massive efforts to make these
regulations work to their advan-
tage. When there was talk of dereg-
ulation of the airline industry
recently, several top executives in
the industry spoke out against it.
On the other hand, they do not
spare expense in attempting to get
advantages for their own com-
panies, and sometimes for the whole
industry. They collect reams of
data, hire astute lawyers, propagan-
dize, and otherwise seek to influ-
ence government policy in their
behalf.

It is generally claimed that
“white collar crimes’ are on the in-
crease in America. “White collar
crimes,”’ for any who do not know,
are crimes committed by evasion,
avoidance, and violation of govern-
ment regulations, controls, and
restrictions on economic activities.
“Tokenism” has even entered our
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language as a word to signify not so
much minimal compliance with reg-
ulations as making an appearance
of complying by doing one or a few
times what is generally required.

Breaking the Rules

Americans in general often ignore
or violate the rules and regulations
they are supposed to observe. I had
occasion recently to spend an hour
or so in and about the lobby in a
large hospital. There were signs all
over the place: knock before enter-
ing, no smoking in this area, wear
shoes and shirts for health reasons,
exit here, enter there, go there, and
return here, among others.

The state legislature had seen fit
in its last session to make it a mis-
demeanor to smoke in public places
where signs had been erected pro-
hibiting it. Even so, I saw a hospital
attendant dressed in white light a
cigarette for a patient in such an
area. Other people lighted up, too,
oblivious to the law under which
they might be punished. Although
shoes were prescribed, a scantily
clad young woman sitting in the
row of chairs behind me hoisted her
bare feet up on the back of the chair
beside me. Other bare feet were in
evidence. And, though shirts were
prescribed, I had hardly gained en-
trance to the hospital before I saw a
young man who had obviously just
been treated walking down the
hallway sans shirt.
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There is considerable evidence
that this practice of evasion has
entered the legislative and ex-
ecutive branches of the government
as well. Some members of Congress
practice fairly open ways of evading
the laws that they lay down for
themselves. Nepotism on the staffs
of Congressmen is now prohibited.
Even so, Jack Anderson has re-
ported a considerable number of in-
stances where wives, children, and
other relatives of Congressmen are
employed by their colleagues or by
Congressional committees. Un-
doubtedly such employment is a
thinly disguised evasion of the rule
against nepotism.

But the best example may well be
that of behavior in the Executive
branch connected with the Water-
gate Affair. The Nixon men be-
haved like displaced persons. Their
actions were not what we would ex-
pect of men holding the reins of
political power. They were for all
the world like those out of power,
like petty plotters in a ‘banana
republic”’ seeking to spring them-
selves into power by some coup.
They were not confidently exercis-
ing the full powers of government
to consolidate their positions within
it. They went outside the govern-
ment to bring in men to violate the
law. Then, they attempted to con-
ceal from the government-at-large
what they were doing. It was as if
they were alien to the government.
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Ideas Have Consequences

There is an explanation for these
developments, for the alienation
from government, for the evasion
and manipulation, for the displace-
ment or efforts to displace which
prompts it all. The explanation can
be found in an idea. Ideas have con-
sequences, the late Richard Weaver
pointed out some years back in a
powerful treatise on the subject.
What we have been examining are
consequences of an idea that efforts
are being made to apply. The elec-
tive branches of the government in
the United States have been in con-
siderable degree displaced in the
government by the bureaucracy
and the judiciary. As the power and
sway of government has grown,
decision making has more and more
shifted to the more permanent
members and branches of govern-
ment. As the grip of the idea in-
creases, the displacement of all ex-
cept those who wield power in the
name of the idea becomes more pro-
nounced.

What is the idea? Can it be
named? That is not so easy to
answer. There are names aplenty
for the movements spawned by the
idea. The most commonly used
generic name for the movement is
socialism. Some call it by the even
more inclusive name of collectivism.
The more virulent wing of the move-
ment is known as communism. An-
other wing is called by such varied
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names as evolutionary socialism,
gradualism, Fabianism, democratic
socialism, and so on. At a deeper
level, the broad general movement
is called by the somewhat more
obscure name, the new humanism.

These are wuseful terms, and
anyone writing about the idea
which has the world in its grip will
surely find employment for them.
But they do not name the idea,
though the phrase—the new
humanism—may come close to it.
They actually name methods and
emphases, not the idea which
animates them. Even communists
refer to socialism as the end and
think of it as the idea, but it is not.
It is a means, if it is anything. This
does not mean that some people do
not, as individuals, confuse these
means with the end and the idea.
Nothing is more likely than that
they would, nor more certain than
that they do. But these things
named are offshoots of the idea, not
the idea.

Keep !t Nameless

The animating idea has no name.
It has no name because there is no
name which its adherents accept. It
is utopianism. But there is hardly a
person to be found who will avow it
as his belief. “Utopianism’’ is a con-
temptuous designation. In common
usage, a utopian is one who is
impractical and unrealistic. It has
no name, probably, because to name
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a thing is to risk trivializing it, to
profane it, to circumscribe and limit
it, and to vulgarize it.

The Second Commandment pre-
scribes that God shall not be repre-
sented by any image. There is a
deep insight behind this command-
ment. A god who can be represented
by a statue is a god among other
gods. He who cannot be represented
in such a way is the God, the like of
which there are no other gods.
Whether some such insight has
prevented the idea in question from
being given a generally accepted
name I do not know. It makes
sense, however, that if the idea were
named it would become an idea
among ideas. It would become an
idea to be examined, to be debated,
possibly to be refuted, and certainly
to be scrutinized.

Such treatment, the adherents of
the idea apparently resist. They
resist it by focusing upon the
method for realizing it rather than
the animating idea. The idea itself
must be an unchallenged good. It
must be the pearl beyond price, the
holy grail, the Covenant borne in
the Ark, and “The Lost Chord,” all
rolled into one. I have deliberately
used religious terminology to evoke
the character of the idea. For the
animating idea is the root of a
secular religion, the leading secular
religion of our time. It catches up
myriad vague longings set loose by
the decline of religion, or, more
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precisely, it provides a faith with
credible promises for those who no
longer believe the promises of their
traditional religions.

Universal Harmony

The idea is this: To achieve
human felicity on this earth by con-
certing all efforts toward its realiza-
tion. This is, on its face, a most at-
tractive idea. A host of other ideas
are clustered around it, too, adding
to its glow, such ideas as: harmony,
brotherhood, progress, peace, pros-
perity, comradeship, cooperation,
equality, humanitarianism, solidari-
ty, an end to the exploitation of
man by man, fulfillment through
sharing in a common effort, and so
on. Who would deny that it would
be good if we would all work to-
gether for the felicity of all? If this
but animated us, would not all
those barriers fall away which now
separate man from man, group from
group, race from race, and nation
from nation? Think of the vast
amount of energy expended on our
contentions with one another. What
if, instead, it were constructively
employed for our mutual benefit
and felicity? It is, indeed, an attrac-
tive idea, one to which men of good
will are disposed to give their as-
sent.

There is, however, a rather large
fly in this ointment. In fact, there
may be several, but let us focus on
one. There is bountiful evidence
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that we are not in agreement as to
what would constitute our felicity.
One man’s felicity is often enough
another’s torment. One man'’s felici-
ty entails climbing Mount Everest
to stand at its crest amidst frigid
howling winds. Another, probably
most of us, would prefer to be at
home watching the ascent on televi-
sion, if that were possible. One
man'’s felicity is a full stomach after
a hearty meal, even if the eventual
result is obesity. Another will deny
himself perpetually in order to re-
main slim.

It is not that some of us do not
share some of the same or similar
preferencés. It is rather that if we
could be observed in the whole of
our being and activity we would be
seen to each have an individual pat-
tern whose direction would be to
maintain or achieve a sense of well-
being or felicity. These patterns, in
turn, give rise both to our achieve-
ments and to the conflicts and con-
tests among us. Each of us appears

* to be determined to pursue his own

well-being in his own way.

This individuality, these in-
dividual patterns, play hob with
any concerted effort to achieve
felicity. Utopians, or whatever they.
should be called, know this, of
course. But they do not accept it as
a permanent condition. If they did,
they would have to give up their
cause as hopeless at the outset.
They do not conceive this individ-



1977

uality, this determination to pursue
one’s own interest in his own way,
to be rooted in human nature and
the conditions of life on this planet.
Indeed, except as a figure of speech,
they are not inclined to recognize
that there is any such thing as
human nature. It is just selfishness,
they think, a selfishness that is
culturally induced.

Alter the Culture

There are three prongs to the idea
which has the world in its grip. The
first has already been told: To
achieve human felicity on this earth
by concerting all efforts to its
realization. The second is now be-
fore us, and can be stated in this
way: To root out, discredit, and
discard all aspects of culture which
cannot otherwise be altered to
divest them of any role in inducing
or supporting the individual’s pur-
suit of his own self-interest. The
corollary of this is to develop an
ethos which focuses attention on
what is supposed to be the common
good of humanity.

It is easy not to be aware of how
radical socialism really is. For one
thing, we have become acclimated
to many ideas associated with it.
For another, in lands where grad-
valism holds sway it is often not
avowed as an ideology, and the
whole pattern of activity associated
with it is not perceived as stemming
from it. Yet, it would probably not
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be possible to conceive a more rad-
ical idea than that of rooting out or
altering everything in the culture
that is individualistic.

Socialism is sometimes defined as
the public ownership of the means
of the production and distribution
of goods. That is quite misleading.
It is as if Christianity were defined
as a belief in going to church on
Sunday. The idea that has the world
in its grip, an idea which may for
practical purposes be called social-
ism, does not simply entail the al-
teration of ownership; it entails the
alteration of the whole cultural en-
vironment.

Use Government to Transform

How big an undertaking would
this be? It is as big as, well, as big
as all outdoors, or, perhaps, as big
as all indoors, plus much that is out-
doors as well. Man is to be trans-
formed by the destruction or altera-
tion of his culture. According to an
old formulation, there is nature and
nurture. Since nature is largely dis-
allowed, there remains only nur-
ture. What nurtures us, then, is the
totality of the culture, as it is
understood by those who hold these
ideas. It is just about everything.

By what instrument is this trans-
formation to be made? This brings
us to the third prong of the idea. It
is this: Government is the instru-
ment to be used to concert all ef-
forts behind the realization of
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human felicity and the necessary
destruction or alteration of culture.
Government was not the chosen in-
strument of those who forged this
idea. It was quite often anathema to
them. To use government to achieve
human felicity would be akin to a
notion such as that God should
have used the Serpent as the means
of redemption. The very attrac-
tiveness of the idea is that men
must long to concert their efforts to
achieve felicity. How could the use
of force be introduced into the equa-
tion? Not by choice but out of
necessity. The bent of men to pur-
sue their own self-interest is so in-
grained that only government could
exorcise it. Force must be used to
free men from the hold of self-
ishness. Hopefully, of course,
government would be transformed
in the process.

This, then, is a distillation of the
idea that holds the world in its grip
today. It is not only the idea under-
lying Soviet Communism or Chi-
nese or Albanian Communism, but
also the idea underlying the Fa-
bianism of the British Labour Par-
ty, Swedish socialism, American
liberalism, German Social Dem-
ocracy, Canadian interventionism,
and the thrust of government into
people’s lives on a consistent scale
everywhere in the world today.
There are particular articulations of
the idea which are important and
will be taken up, some of them, in

January

their place. But the important point
here is that they all arise from a cer-
tain root idea. They arise from a vi-
sion of the achievement of human
felicity by a concerted effort by
everyone to achieve it. All of them
perceive the received culture as
something to be destroyed or al-
tered, depending on the exigencies
of the situation. All of them use
government in their attempts to get
concerted efforts.

The proof of these assertions has
not yet been introduced. It will be
forthcoming, so much of it as can
practically be adduced. But it is
necessary to have this idea before
us from the beginning. A great deal
of energy has gone into confusing
and obscuring the nature of social-
ism. In some countries, measures
and activities are never linked to
their socialist connection by their
advocates. Thus, if the connections
are to be shown, it must be under-
stood from the beginning what is to
be connected. The connection is be-
tween the root idea above and the
great variety of socialist efforts go-
ing on in the world.

Totalitarianism

The idea that has the world in its
grip is a totalitarian idea. It does
not evince itself in that way in a
good many lands as yet. It may
never proceed to that point in some
lands, but that does not keep it
from being a totalitarian idea. The
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totalitarianism is implicit in the
idea. If all constructive activity
could be concerted to the end of
achieving human felicity, everyone
would be under the sway of the con-
certing force. It would be total-
itarian whether the concerting force
was some world-wide government,
the people, or an idea. Whether it
would produce felicity or not would
be a moot question, for there would
be no independent judgment to de-
termine whether it was felicity or
universal torment. It is the very
condition of independence that one

_not be completely concerted. The
advancement of the idea, then, is
the advancement toward total-
itarianism.

Even so, that is not the connec-
tion nor the impact that will occupy
most of our attention. Nowhere has
there been sufficient success in ap-
plying the idea that a people could
be said to have concerted their ef-
forts. What has happened, and is
happening, is a struggle within
lands where the efforts have been
made to apply the idea. It is a strug-
gle between men bent on pursuing
their own self-interest and the
rulers who are attempting to make
them serve some other interest. It
is the great undeclared war of our
era, a war in which many of those
most tenaciously defending them-
selves openly profess the social em-
phasis of the rulers. It is, in its
deeper dimensions, the struggle of
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those being displaced against their
displacers.

The impact which shall most oc-
cupy our attention is displacement.
The attempt to remove the basis of
individuality evinces itself as an
assault upon the inherited culture.
Indeed, all that has been inherited
from the past becomes suspect to
those under the sway of the idea,
whether it should be called culture
or not. The received social ar-
rangements, the place of women in
society, the place of men in society,
the religious tradition, customs,
habits, venerable modes of address
and ways of acting, everything
which could conceivably give sup-
port to individuality comes under
attack. The result is displacement.

Any man’s actual as well as sense
of place is culturally (as socialists
use the word) derived. It is depen-
dent upon the estimate of those
among whom he lives and works. It
relies upon continuity with the
past. It is buttressed by family ties,
duties, obligations, and achieve-
ments. His property, his savings,
that which is owed to him and
which he owes give solidity and
backing to him. The teachings of his
childhood have helped to form him.
His religion may well provide him
with transcendental support for his
beliefs. A part of his definition as a
being is that he is male or female
with the meaning that has been
packed into his understanding of
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the role of these. All the familiar ad-
juncts of his being—music, paint-
ings, books, working instruments,
language, furniture, and what
not—are cultural artifacts which
confirm and bolster his place.

Breaking the Ties

The thrust of revolution in our
time, and gradualism is piecemeal
revolution, is not simply to divest
us of ownership or control of our
property. It is that, of course, but it
is so much more. It is to divest us of
our received culture. It is to break
the ties that bind the members of
family to one another. It is to sever
religion from education. It is to in-
terpenetrate every relationship
with the power of the state, not in
support of the individual but to
have the relation determined by
social imperatives. It is to so alter
the familiar adjuncts to our being
that they are no longer ours but
belong to something beyond us. It
is to blur the distinctions between
male and female, to merge the con-
cept of adult and child, to cut away
the authority of culture, and to
leave us naked.

The near perfect symbol of what
is aimed at is public nudity. Clothes
do serve some useful purposes: to
keep us warm in some climes, to
shield us from the burning rays of
the sun in others, and pockets are
convenient places to store odds and
ends. Aside from that, though,
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clothes are emblems of all the
received culture by which we main-
tain our privacy, define our status,
and establish our independent
realm. To be naked in public means
to most of us to be exposed and
helpless. Our last defenses are gone;
we are at the mercy of all who
behold us.

Those who claim that nudity
would free us do not understand the
matter well. To be disrobed in
public no more frees us than to be
plucked frees a chicken or to have
the hair scraped off frees a hog.
Just as the removal of their natural
covering prepares animals to be
consumed so the removal of the
clothes of a person makes him
available to be used by others. The
removal of cultural protection is the
prelude to tyranny.

Naked in Public

Two nineteenth-century fantasies
come to mind. The first was written
by the beloved teller of fairy tales,
Hans Christian Andersen, called
“The Emperor’'s New Clothes.”
Men posing as clothiers appeared
before the emperor and promised to
make new clothes for him. But they
warned that anyone who was not
suited to his job would be unable to
see them. The word spread both
that the emperor was to get new
clothes and that they would be in-
visible to those unsuited to their
work. On the appointed day, an
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elaborate charade got underway.
The non- clothes had been delivered
to the palace. Yet neither those ap-
pointed to dress him nor the
emperor himself would admit that
there were no clothes; they went
through the motions of dressing
him and he of admiring his new
haberdashery. The farce continued
even when the emperor went before
the public in a parade. At first, all
pretended that the emperor was ful-
ly clothed, for none wished to admit
the possibility that he alone could
not see them because he was un-
suited to his job. At last, however, a
child, who would hardly be intim-
idated by this possibility, declared
that the emperor had no clothes.
That blew the cover, as we would
say, or rather the lack of cover, and
others could admit also that the
emperor had no clothes.

The second fantasy is from Sartor
Resartus, Thomas Carlyle’s satir-
ical treatise on clothes. First,
Carlyle imagines the king bereft of
his clothes in public:

“What would Majesty do, could such
an accident befall in reality; should the
buttons all simultaneously start, and
the solid wool evaporate, in very Deed,
as here in Dream? Ack Gott! How each
skulks into the nearest hiding place;
their high State Tragedy . .. becomes a
Pickleherring-Farce to weep at, which is
the worst kind of Farce; the tables (ac-
cording to Horace), and with them, the
whole fabric of Government, Legisla-

WORLD IN THE GRIP OF AN IDEA 21

tion, Property, Police, and Civilised
Society, are dissolved, in wails and
howls.”

He continues with a vision of the
House of Lords in a similar state:

Lives the man that can figure a naked
Duke of Windlestraw addressing a
naked House of Lords? Imagination . . .
recoils on itself, and will not forward
with the picture.3

Neither of these fine writers lived
to learn of the shocking denoue-
ment to their fantasies in the real
life drama of twentieth-century
revolution, a denouement, let it be
said, which neither could have in-
tended nor have wittingly contrib-
uted. Nonetheless, the brutal mur-
der of Czar Nicholas II of Russia,
his immediate family and their at-
tendants by their Communist cap-
tors is by extension a denouement
to them. Here is a recent account of
that horrendous event. As the ac-
count is taken up, the Czar, his
family and their attendants have
just been herded into a small base-
ment room and told that they are to
be shot:

Nicholas, his arm still around Alexis,
began to rise from his chair to protect
his wife and son. He had just time to say
“What ...?”" before Yurovsky pointed
his revolver directly at the Tsar’s head
and fired. Nicholas died instantly. Alex-
andra had time only to raise her hand
and make the sign of the cross before

3Thomas Carlyle, Sartor Resartus (New
York: E.P. Dutton, 1908), p. 46.
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she too was killed by a single bullet.
Olga, Tatiana and Marie, standing
behind their mother, were hit and died
quickly. Botkin, Kharitonov and Trupp
also fell in the hail of bullets. Demidova,
the maid, survived the first volley, and
rather than reload, the executioners
took rifles from the next room and pur-
sued her, stabbing with bayonets.
Screaming, running back and forth
along the wall like a trapped animal, she
tried to fend them off with the cushion.
At last she fell, pierced by bayonets
more than thirty times. Jimmy the
spaniel was Kkilled when his head was
crushed by a rifle butt.

The room, filled with the smoke
and stench of gunpowder, became
suddenly quiet. Blood was running
in streams from the bodies on the
floor. Then there was a movement
and a low groan. Alexis [heir to the
throne, afflicted during his brief life
with crippling hemophilia], lying on
the floor still in the arms of the
Tsar, feebly moved his hand to
clutch his father’s coat. Savagely,
one of the executioners kicked the
Tsarevich in the head with his
heavy boot. Yurovsky stepped up
and fired two shots into the boy’s
ear. Just at that moment, Anas-
tasia, who had only fainted,
regained consciousness and
screamed. With bayonets and rifle
butts, the entire band turned on
her. In a moment, she too lay still.
It was ended.4

Life was ended, but not the grue-
some scenario. The bodies were
wrapped in sheets, loaded on a
truck, and taken to another loca-
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tion. There they were dismembered
with saws and axes, burned, and
their bones dissolved with acid.
What remained was then thrown
down a mine shaft. This ghoulish
undertaking had taken the better
part of three days. Though these
murders had only been initially
authorized by a local soviet’s ruling
body, their acts were subsequently
approved by the Presidium of the
Soviet Union.

Without Cultural Raiment

It may be amusing to fantasize
about emperors without their
clothes. But there is nothing amus-
ing about emperors, or, for that
matter, kings, or members of the
House of Lords, or chambermaids,
or even cocker spaniels bereft of the
cultural raiment which secures their
places and provides protection.
Without his cultural apparel, every
man is exposed. He is a displaced
person, even as the survivors of the
Romanov family became displaced
persons during and after the
Bolshevik Revolution in Russia.

The idea that has the world in its
grip tends to make displaced per-
sons of everyone. It does so because
it fuels the assault on culture, upon
religion and morality, upon civiliza-
tion itself. As these are taken away,
or lose their vitality, men lose even

4Robert K. Massie, Nicholas and Alexendra
(New York: Dell, 1967), p. 515.
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the means by which they can defend
themselves. In some lands, the dis-
placement has been dramatic and
drastic. Refugees from these lands
now reside in new lands and seek to
make places for themselves. In
other lands, the displacement is
more gradual and has not yet as-
sumed the guise of direct brutality.
The more thoroughly the idea is ap-
plied, however, the more the grip
will tighten.

The Utopian Vision
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The world is not, however, simply
in the grip of a general idea. It is in
the grip of variations of the idea
from land to land, as these have
been shaped and applied by a varie-
ty of leaders from different back-
grounds. We must turn now to par-
ticular developments of the idea. @

Next: 2. Marxism: Revolutionary
Socialism.

IN ALL PLACES it is visible, that while people talk of a commonwealth,
every man seeks his own wealth; but there, where no man has any pro-

perty, all men zealously pursue the good of the public: and, indeed, it is
no wonder to see men act so differently; for in other commonwealths

IDEAS ON

i

LIBERTY

every man knpws that unless he provides for himself, how flourishing
soever the commonwealth may be, he must die of hunger; so that he
sees the necessity of preferring his own concerns to the public; but in

Utopia, where every man has a right to everything, they all know that

if care is taken to keep the public stores full, no private man can want

anything; for among them there is no unequal distribution, so that no

man is poor, none in necessity; and though no man has anything, yet
they are all rich; for what can make a man sorich as to lead a serene and

cheerful life, free from anxieties.

SIRTHOMAS MORE. Utopia
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To list in full the accomplishments which earned Milton Friedman
the 1976 Nobel Memorial Prize in Economics is impossible here. But
these few excerpts may help to remind readers where he stands. They
are drawn from a series of lectures first delivered in 1956 and now
available in cloth and paperback editions of Capitalism and
Freedom, University of Chicago Press.

© 1962 by The University of Chicago.

* ok ¥ ¥

THost of us who believe in freedom must believe also in the freedom
of individuals to make their own mistakes. If a man knowingly
prefers to live for today, to use his resources for current enjoyment,
deliberately choosing a penurious old age, by what right do we pre-
vent him from doing so? We may argue with him, seek to persuade
him that he is wrong, but are we entitled to use coercion to prevent
him from doing what he chooses to do? Is there not always the
possibility that he is right and that we are wrong? Humility is the
distinguishing virtue of the true believer in freedom; arrogance, of
the paternalist.

THE CHIEF characteristic of progress and development over the past
century is that it has freed the masses from backbreaking toil and
has made available to them products and services that were formerly
the monopoly of the upper classes.

ONE of the most striking facts which runs counter to many people’s
expectation has to do with the sources of income. The more capitalis-
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tic a country is, the smaller the fraction of income paid for the use of
what is generally regarded as capital, and the larger the fraction paid
for human services.

THE POWER to do good is also the power to do harm; those who con-
trol the power today may not tomorrow; and, more important, what
one man regards as good, another may regard as harm. The great
tragedy of the drive to centralization, as of the drive to extend the
scope of government in general, is that it is mostly led by men of
good will who will be the first to rue its consequences.

PRICE CONTROLS, whether legal or voluntary, if effectively enforced
would eventually lead to the destruction of the free-enterprise system
and its replacement by a centrally controlled. system. And it would
not even be effective in preventing inflation. History offers ample
evidence that what determines the average level of prices and wages
is the amount of money in the economy and not the greediness of
businessmen or of workers.

IF UNIONS raise wage rates in a particular occupation or industry,
they necessarily make the amount of employment available in that
occupation or industry less than it otherwise would be—just as any
higher price cuts down the amount purchased. The effect is an in-
creased number of persons seeking other jobs, which forces down
wages in other occupations.

THE GREATER PART of the new ventures undertaken by government
in the past few decades have failed to achieve their objectives. The
United States has continued to progress; its citizens have become
better fed, better clothed, better housed, and better transported;
class and social distinctions have narrowed; minority groups have
become less disadvantaged; popular culture has advanced by leaps
and bounds. All this has been the product of the initiative and drive
of individuals co-operating through the free market. Government
measures have hampered not helped this development. We have been
able to afford and surmount these measures only because of the ex-
traordinary fecundity of the market. The invisible hand has been
more potent for progress than the visible hand for retrogression.

25




Dean Russell

An Egyrrian fellow-student at the
University of Geneva once gave me
a most persuasive argument for us-
ing tariffs to protect jobs. “We

Egyptians must impose heavy
duties on American products,” he
said, “because our workers are not
as well educated and trained as
yours. And the American workers
have far more capital equipment to
work with than ours. To expect the
Egyptian workers to compete
against yours is like expecting a
man with a shovel to compete
against a man with a bulldozer.
Thus to protect Egyptian jobs, we
have no real choice but to raise
tariffs high enough to equalize the
costs between American and Egyp-
tian production.”

His intriguing argument ignores
the fact that most of the world’s

Dr. R il is Prof of Manag
of Wisconsin at La Crosse.

t, University
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trade occurs only because of cost
differences—labor and otherwise—
and would largely disappear if costs
were made equal. Even so, my
fellow-student was closer to reality
than are our Congressmen who
claim that high-paid American
workers can’t compete against
“cheap foreign labor.”

First, let’s look at this issue from
the economic viewpoint, i.e., labor
cost per unit of output. In that
realistic sense, the typical Ameri-
can employee (or farmer) is the
lowest paid worker in the world.
True, his hourly pay is three and
four times that of his Russian
counterpart. But his average hourly
productivity is five and six times as
much. The primary reason for this
high productivity is the constantly
increasing amounts of equipment
the typical American uses in his
work.
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As my Egyptian friend pointed
out, it's true the American worker
is better educated and trained than
his European and African counter-
parts. I'm convinced he also works
harder and more effectively, even
when he’s doing manual labor. And
he accepts directions better than
his counterpart in other nations.
But in the final analysis, if he didn’t
have easy access to machines and
other labor-saving devices, he
wouldn’t produce much more than
the Egyptian peasant.

The result of this abundance of
capital is that even at a pay rate of
40 and 50 dollars a day, the
American worker still generally pro-
vides the cheapest labor in the
world. For example, a worker in the
capital-intensive United States who
uses his machines to produce 500
“units” for $50 pay is far cheaper
than an Asiatic worker with little
equipment who produces only 25
“units” for $5 pay.

Most American businessmen,
however, continue to use the er-
roneous hourly wage comparison
and thus continue to demand pro-
tection against cheap foreign labor.
But foreign businessmen them-
selves are increasingly showing by
their actions that American labor is
indeed a bargain.

That’s why foreign direct invest-
ment in the United States is in-
creasing at a yearly rate of around
20 percent. The total foreign invest-
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ment in productive facilities in the
U.S. is now well in excess of $30
billion and it is climbing steadily.
Among these foreign owners of
American factories and related pro-
ductive facilities are such well-
known companies as Volkswagen
from Germany, Volvo from Sweden,
Montecatini Edison from Italy,
Hanson Trust a conglomerate from
Britain, Michelin tires from France,
Matsuchita from Japan, and Cana-
dian Pacific. Their United States
factories are staffed with American
workers who are usually paid hour-
ly wage rates considerably higher
than the rates paid to the workers
of those same companies at home.
While there are many reasons for
this increasing foreign investment,
here are the three that are most
often advanced by the foreign
managers and investors them-
selves: Crippling governmental
regulations in their own countries,
low cost of capital in the U.S., and
the chance to increase profits by us-
ing the disciplined, highly produc-
tive, and relatively cheap labor pro-
vided by the American worker.
Cheap, that is, when the total labor
cost per unit of production of the
American worker is compared to
that of his Furopean and Asiatic
counterparts. The fundamental
reason these workers don’t have
much is they don’t produce much.
As Aldo Cardarelli, head of Euro-
pean operations for General
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Telephone and Electronics said, ‘‘In
Italy, the costs of labor at our plant
outside Milan are pretty much the
same as at our Huntsville and Albu-
querque plants, yet their output in
the U.S. is more competitive.”” He
concludes, ‘“The answer has to be in
the productivity of the workers.”’!

A basic reason advanced by the
management of Britain’s Imperial
Chemical Industries for investing
$70 million in a herbicides plant in
Texas is the freedom they have in
the U.S. in hiring, firing, and mov-
ing workers from one job to an-
other. That essential key to efficien-
¢y and productivity has now been
pretty well abolished in Great Bri-
tain.

The number one French cement
manufacturer, Lafarge, is now in-
Qlesting heavily (with American
partners) to expand production
facilities in the United States. The
reason advanced by Lafarge Chair-
man, Olivier Lecerf, is the decreas-
ing efficiency and low profits in
France due to governmental regula-
tions on prices, labor policies, and
welfare programs.

Alfred Hartmann, Vice Chairman
of Swiss pharmaceutical maker F.
Hoffmann-La Roche and Company,
a major investor in the U.S., makes
this startling prediction: Because of

1“Why Foreign Companies Are Betting on
the U.S.,”” Business Week, April 12, 1976,
page 50.
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the relatively low costs of American
production, more and more foreign
companies will produce in the
United States for export to other
markets all over the world.

This trend is confirmed by the
Federal Reserve Bank of Chicago
(International Letter, July 23,
1976): ‘“‘Labor costs in manufactur-
ing, as measured by labor cost per
unit of output in terms of domestic
currency, rose sharply in industrial
countries in 1975. The trend has
been the product of substantial in-
creases in hourly compensation
rates and declining rates of output
per hour.” Only one industrial na-
tion (Germany) showed a better
record than the United States dur-
ing 1975 in this vital economic
measure of costs of production.

Clearly, we've got a good thing
going in the U.S. with our low
capital costs and high wage rates—
and the high productivity that goes
with them. To maintain this ad-
vantage, our business, labor, and
government leaders would be well
advised to have always before them
this question: Is the proposed law
or policy likely to increase or
decrease productivity? If decrease,
reject it. If increase, support it and
feel sorry for those disadvantaged
foreign workers who earn such low
wages that they believe they must
hide behind tariffs to protect their
jobs. ®



Edmund A. Opitz

THE puBLISHER of the London Times
came to this country a few years
after World War 1. A banquet in his
honor was held in New York City,
and at the appropriate time Lord
Northcliffe rose to his feet to pro-
pose a toast. Prohibition was in ef-
fect, you will recall, and the bever-
age customarily drunk by North-
cliffe in his homeland was not
available here. So Northcliffe raised
his glass of water and said: ‘“‘Here’s
to America, where you do as you
please. And if you don’t, they make
you!”’

Here, in this land of the free,

6@ »

we’’ as voters had amended the

The Reverend Mr. Opiiz is a member of the staff of
the Foundation for Economic Education, a seminar
lecturer, and author of the book, Religion and
Capitalism: Allies, Not Enemies.

Constitution to punish conduct
which “we”’—as consumers—had
been enjoying. If you point out that
the Eighteenth Amendment had
been inserted into the Constitution

by majority vote, and that
therefore “we” had done it to
“‘ourselves,” you need to be

reminded that the ‘“‘we’”” who did it
were not the same people as the
“ourselves” to whom it was done!
The Eighteenth Amendment was
annulled in 1933. Shortly thereafter
another prohibition law was passed,
this one a prohibition against own-
ing gold. Under the earlier dispensa-
tion you could walk down the street
with a pocketful of gold coins
without breaking the law; but if you
were caught carrying a bottle of
whiskey you might be arrested.

29
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Then the rules were changed, and
you could carry all the whiskey you
wanted, but if you had any gold in
your pocket you could be thrown in
jail!

Our scientists are exploring outer
space looking for intelligent life on
other planets. I hope they find
some, because there’s none to spare
on planet earth! With how little
wisdom do we organize our lives,
especially in the areas of govern-
ment and the economy!

The fundamental issue in political
philosophy is the limitation of
governmental power; it is to deter-
mine the role of law, the functions
appropriate to the political agency.
The basic question may be phrased
in a variety of ways: What things
belong in the public domain? and
What things are private? What
tasks should be assigned to
Washington or some lesser govern-
mental agency, and in what sectors
of life should people be free to pur-
sue their own goals? When should
legal coercion be used to force a per-
son to do something against his
will? In view of government’s
nature, what is its competence?
What are the criteria which enable
us to distinguish a just law from an
unjust law?

These are questions we cannot
avoid. It is true that we don’t have
to debate them, or even think about
them; but we cannot help acting on
them. Some theory about govern-
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ment is the hidden premise of all
political action, and we’ll improve
our action only as we refine our
theory.

What Functions Are Appropriate?

In the light of government’s
nature, what functions may we ap-
propriately assign to it? This is the
question, and there are two ways to
approach it. The approach favored
today is to count noses—find out
what a majority of the people want
from government, and then elect
politicians who will give it to them!
And believe me, they've been giving
it to us! The party that wins an elec-
tion is ‘‘swept into office on a
ground swell of public opinion,” as
popular mythology has it; and of
course the winners have ‘“‘a man-
date from the people.”” That's
spelled Peepul.

I do not accept this approach to
political philosophy, and will offer
some reasons for rejecting it.
Neither did our forebears accept
this approach. Every political
thinker in the West from Plato
down to modern times has taken a
different tack. Now the mere fact
that something is enshrined by
tradition is no reason for accepting
it; we accept something because we
believe it to be true. But anything
which is both tried and true has a
lot going for it. Let me try to sketch
briefly the way our forebears went
about the intellectual and moral
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. problem of trying to figure out what
government should do, and how we
determine whether or not a law is
just.

The backbone of any legal system
is a set of prohibitions. The law for-
bids certain actions and punishes
those who do them anyway. The
solid core of any legal system,
therefore, is the moral code, which,
in our culture is conveyed to us by
the Mosaic Law. The Sixth Com-
mandment of The Decalogue says:
“Thou shalt not commit murder,”
and this moral imperative is built
into every statute which prescribes
punishment for homicide. The
Eighth Commandment forbids
stealing, and this moral norm gives
rise to laws punishing theft.

There is a moral law against
murder because each human life is
precious; and there is a moral law
against theft because rightful pro-
perty is an extension of the person.
“A possession,” Aristotle writes,
“is an instrument for maintaining

life.”” Deprive a person of the right

to own property and he becomes
something less than a person; he
becomes someone else’s man. A
man to whom we deny the rights of
ownership must be owned by some-
one else; he becomes another man'’s
creature—a slave. The master-slave
relation is a violation of the rightful
order of things, that is, a violation
of individual liberty and voluntary
association.
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The Gift of Lite

Each human being has the gift of
life and is charged with the respon-
sibility of bringing his life to com-
pletion. He is also a steward of the
earth’s scarce resources, which he
must use wisely and economically.
Man is a responsible being, but no
person can be held responsible for
the way he lives his life and con-
serves his property unless he is free.
Liberty, therefore, is a necessary
corollary to Life and Property. Our
forebears regarded Life, Liberty
and Property as natural rights, and
the importance of these basic rights
was stressed again and again in the
oratory, the preaching, and the
writings of the Eighteenth Century.
“Life, Liberty and Property are the
gifts of the Creator,” declared the
Reverend Daniel Shute in 1767
from the pulpit which I occupied
some 200 years later. Life, Liberty
and Property are the ideas of more
than antiquarian interest; they are
potent ideas because they
transcribe into words an important
aspect of the way things are.

Our ancestors intended to ground
their legal and moral codes on the
nature of things, just as students of
the natural sciences intend their
laws to be a transcription of the
way things behave. For example:
physical bodies throughout the
universe attract each other, increas-
ing with the mass of the attracting
body and diminishing with the
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square of the distance. Sir Isaac
Newton made some observations
along these lines and gave us the
law of gravity. How come gravita-
tional attraction varies as the
inverse-square of the distance, and
not as the inverse-cube? One is as
thinkable as the other, but it just
happens that the universe is pre-
judiced in favor of the inverse-
square in this instance; just as the
universe is prejudiced against
murder, has a strong bias in favor
of property, and wills men to be
free.

Immanuel Kant echoed an an-
cient sentiment when he declared
that two things filled him with awe;
the starry heavens without, and the
moral law within, The precision and
order in nature manifest the Author
of nature. The Creator is also the
Author of our being and requires
certain duties of us, his creatures.
There is, thus, an outer reality
joined to the reality within, and this
twofold reality has an intelligible
pattern, a coherent structure.

This dual arrangement is not
made by human hands; it’s un-
changeable, it’s not affected by our
wishes, and it can’t be tampered
with. It can, however, be misinter-
preted, and it can be disobeyed. We
consult certain portions of this pat-
tern and draw up blueprints for
building a bridge. If we misinter-
pret, the bridge collapses. And a
society disintegrates if its members
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disobey the configuration laid down
in the nature of things for our
guidance. This configuration is the
moral order, as interpreted by
reason and tradition.

We're in fairly deep water here,
and this is as far into theology as I
shall venture. The point, simply
put, is that our forebears, when
they wanted to get some clues for
the regulating of their private and
public lives, sought for answers in a
reality beyond society. They
believed in a sacred order which
transcends the world, an order of
creation, and believed that our
duties within society reflect the
mandates of this divine order.

Take a Poll

This view of one’s duty is quite in
contrast to the method currently
popular for determining what we
should do; which is to conduct an
opinion poll. Find out what the
crowd wants, and then say “Me
too!”” This is what the advice of cer-

* tain political scientists boils down

to. Here is Professor James
MacGregor Burns, a certified
liberal and the author of several
highly touted books, such as The
Deadlock of Democracy and a
biography of John F. Kennedy.
Liberals play what Burns calls “‘the
numbers game.” ‘‘As a liberal 1
believe in majority rule,” he writes.
“I believe that the great decisions
should be made by numbers.” In
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other words, don’t think; count!
“What does a majority have a right
to do?”’ he asks. And he answers his
own question. ““A majority has the
right to do anything in the
economic and social arena that is
relevant to our national problems
and national purposes.” And then,
realizing the enormity of what he
has just said, he backs off: ““. . . ex-
cept to change the basic rules of the
game.”’

Burns’ final disclaimer sounds
much like an afterthought, for some
of his liberal cohorts support the
idea of unqualified majority rule.
The late Herman Finer, in his anti-
Hayek book entitled Road to
Reaction, declares “For in a
democracy, right is what the ma-
jority makes it to be.” (p. 60.) What
we have here is an updating of the
ancient ‘‘might makes right” doc-
trine. The majority does have more
muscle than the minority, it has the
power to carry out its will, and thus
it is entitled to have its own way. If
right is whatever the majority says
it is, then whatever the majority
does is O.K., by definition.
Farewell, then to individual rights,
and farewell to the rights of the
minorities; the majority is the
group that has made it to the top,
and the name of the game is winner
take all.

The dictionary definition of a ma-
jority is 50% plus 1. But if you were
to draw up an equation to diagram
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modern majoritarianism it would
read:

50% + 1 = 100%;
50% — 1 = ZERO!

Amusing confirmation comes
from a professor at Rutgers Uni-
versity, writing a letter to the
Times. Several years ago consider-
able criticism was generated by the
appointment of a certain man to a
position in the national govern-
ment. Such criticism is unwar-
ranted, writes our political scien-
tist, because the critics comprise “‘a
public which, by virtue of having
lost the last election, has no
business approving or disapproving
appointments by those who won.”
This is a modern version of the old
adage, ‘“To the victor belong the
spoils.” This Rutgers professor
goes on to say, ‘‘Contrary to Presi-
dent Lincoln’s famous but mislead-
ing phrase, ours is not a govern-
ment by the people, but govern-
ment by government.” So there!

The Nature of Government

What functions may we appro-
priately assign to the political
agency? What should government
do? Today’s answer is that govern-
ment should do whatever a majori-
ty wants a government to do; find
out what the Peepul want from
government, and then give it to
them. The older and truer answer is



34 THE FREEMAN

based upon the belief that the rules
for living together in society may be
discovered if we think hard and
clearly about the matter, and the
corollary that we can conform our
lives to these rules if we resolve to
do so. But I have said nothing so far
about the nature or essence of
government.

Anmericans are justly proud of our
nation, but this pride sometimes
blinds us to reality. How often have
you heard someone declare, ‘“‘In
America, ‘We’ are the govern-
ment.”” This assertion is demon-
strably untrue; ‘‘We’’ are the socie-
ty, all 215 million of us; but society
and government are not at all the
same entity. Society is all-of-us,
whereas government is only some-
of-us. The some-of-us who comprise
government would begin with the
President, Vice-President, and
Cabinet; it would include Congress
and the bureaucracy; it would des-
cend through governors, mayors
and lesser officials, down to sheriffs
and the cop on the beat.

A Unique Institution

Government is unique among the
institutions of society, in that socie-
ty has bestowed upon this one agen-
¢y exclusive legal control over the
weaponry, from clubs to hydrogen
bombs. Governments do use per-
suasion, and they do rely on
authority, legitimacy and tradi-
tion—but so do other institutions
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like the Church and the School. But
only one agency has the power to
tax, the authority to operate the
system of courts and jails, and a
warrant for mobilizing the machin-
ery for making war; that is govern-
ment, the power structure. Govern-
mental action is what it is, no mat-
ter what sanction might be offered
to justify what it does. Government
always acts with power; in the last
resort government uses force to
back up its decrees.

Society’s Power Structure

When I remind you that the
government of a society is that
society’s power structure, I am not
offering you a novel theory, nor a
fanciful political notion of my own.
It is a truism that government is
society’s legal agency of compul-
sion. Virtually every statesman and
every political scientist—whether
Left or Right—takes this for
granted and does his theorizing
from this as a base. ‘‘Government is
not reason, it is not eloquence;”’
wrote George Washington, ‘it is
force.” Bertrand Russell, in a 1916
book, said, ‘‘The essence of the
State is that it is the repository of
the collective force of its citizens.”
Ten years later, the Columbia
University protessor, R.M.
Maclver spoke of the state as ‘“the
authority which alone has com-
pulsive power.” The English writer,
Alfred Cobban, says that ‘“the
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essence of the state, and of all
political organizations, is power.”

But why labor the obvious except
for the fact that so many of our
contemporaries—those who say
‘““‘we are the government’ —
overlook it? What we are talking
about is the power of man over man;
government is the legal authoriza-
tion which permits some men to use
force on others. When we advocate
a law to accomplish a certain goal,
we advertise our inability to per-
suade people to act in the manner
we recommend; so we're going to
force them to conform! As Sargent
Shriver once put it, ‘‘In a
democracy you don’t compel people
to do something unless you are sure
they won't doit.”

In the liberal mythology of this
century, government is all things to
all men. Liberals think that govern-
ment assumes whatever character-
istics people wish upon it—like Pro-
teus in Greek mythology who took
on one shape after another, depen-
ding on the circumstances. But
government is not an all-purpose
tool; it has a specific nature, and its
nature determines what govern-
ment can accomplish. When proper-
ly limited, government serves a
social end no other agency can
achieve; its use of force is construc-
tive. The alternatives here are law
and tyranny—as the Greeks put it.
This is how the playwright,
Aeschylus, saw it in The
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Eumenides: “Let no man live un-
curbed by law, nor curbed by tyran-

”

ny.
The Moral Code

If government is to serve a moral
end it must not violate the moral
code. The moral code tells us that
human life is sacred, that liberty is
precious, and that ownership of pro-
perty is good. And by the same
token, this moral code supplies a
definition of criminal action;
murder is a crime, theft is a crime,
and it is criminal to abridge any per-
son’s lawful freedom. It becomes a
function of the law, then, in har-
mony with the moral code, to use
force against criminal actions in
order that peaceful citizens may go
about their business. The use of
legal force against criminals for the
protection of the innocent is the ear-
mark of a properly limited govern-
ment.

This is an utterly different kind of
procedure than the use of govern-
ment force on peaceful citizens—
whatever the excuse or rationaliza-
tion. People should not be forced in-
to conformity with any social
blueprint; their private plans
should not be overridden in the in-
terests of some national plan or
social goal. Government—the
public power—should not be used
for private advantage; it should not
be used to protect people from
themselves.
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Well, what should the law do to
peaceful, innocent citizens? It
should let them alone! When
government lets John Doe alone,
and punishes anyone who refuses to
let him alone, then John Doe is a
free man.

In this country we have a
republican form of government. The
word ‘‘republic’’ is from the Latin
words, res and publica, meaning the
things or affairs which are common
to all of us, the affairs which are in
the public domain, in sharp con-
trast to matters which are private.
Government, then, is ‘‘the public
thing,”” and this strong emphasis on
public serves to delimit and set
boundaries to governmental power,
in the interest of preserving the in-
tegrity of the private domain.

What’'s in a name? you might be
thinking. Well, in this case, in the
case of republic, a lot. The word
“republic”’ encapsulates a political
philosophy; it connotes the
philosophy of government which
would limit government to the
defense of life, liberty and property
in order to serve the ends of justice.
There’s no such connotation in the
word “monarchy,” for example; or
in aristocracy or oligarchy.

A monarch is the sole, supreme
ruler of a country, and there is
theoretically no area in the life of
his citizens over which he may not
hold sway. The king owns the coun-
try and his people belong to him.
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Monarchical practice pretty well
coincided with theory in what is
called “Oriental Despotism,” but in
Christendom the power of the kings
was limited by the nobility on the
one hand, and the Emperor on the
other; and all secular rulers had to
take account of the power of the
Papacy. Power was played off
against power, to the advantage of
the populace.

Individual Liberty

The most important social value
in Western civilization is individual
liberty. The human person is looked
upon as God’s creature, gifted with
free will which endows him with the
capacity to choose what he will
make of his life. Qur inner, spiritual
freedom must be matched by an
outer and social liberty if man is to
fulfill his duty toward his Maker.
Creatures of the state cannot
achieve their destiny as human be-
ings; therefore, government must
be limited to securing and preserv-
ing freedom of personal action,
within the rules for maximizing
liberty and opportunity for
everyone.

Unless we are persuaded of the
importance of freedom to the in-
dividual, it is obvious that we will
not structure government around
him to protect his private domain
and secure his rights. The idea of in-
dividual liberty is old, but it was
given a tremendous boost in the six-
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teenth century by the Reformation
and the Renaissance.

The earliest manifestation of this
renewed idea of liberty was in the
area of religion, issuing in the con-
viction that a person should be
allowed to worship God in his own
way. This religious ferment in
England gave us Puritanism, and
early in the seventeenth century
Puritanism projected a political
movement whose members were
contemptuously called Whigga-
mores—later shortened to
Whigs—a word roughly equivalent
to ‘“‘cattle thieves.”” The king’s men
were called Tories—‘“highway rob-
bers.” The Whigs worked for in-
dividual liberty and progress; the
Tories defended the old order of the
king, the landed aristocracy, and
the established church.

One of the great writers and
thinkers in the Puritan and Whig
tradition was John Milton, who
wrote his celebrated plea for the
abolition of Parliamentary cen-
sorship of printed material in 1644,
Areopagitica. Many skirmishes had
to be fought before freedom of the
press was finally accepted as one of
the earmarks of a free society. Free
speech is a corollary of press
freedom, and I remind you of the
statement attributed to Voltaire: ‘1
disagree with everything you say,
but I will defend with my life your
right to say it.”

Adam Smith extended freedom to
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the economic order, with The
Wealth of Nations, published in
1776 and warmly received in the
thirteen colonies. Our population
numbered about 3 million at this
time; roughly one third of these
were Loyalists, that is, Tory in
outlook, and besides, there was a
war on. Despite these cir-
cumstances 2,500 sets of The
Wealth of Nations were sold in the
colonies within five years of its
publication. The colonists had been
practicing economic liberty for a
long time, simply because their
governments were too busy with
other things to interfere—or too
inefficient—and Adam Smith gave
them a rationale.

The Bill of Rights

Ten amendments to the Constitu-
tion were adopted in 1791. Article
the First reads: ‘‘Congress shall
make no law respecting the
establishment of religion, or pro-
hibiting the free exercise thereof
..." The separation of Church and
State enunciated here was a
momentous first step in world
history. Religious liberty, freedom
of the press, free speech and the free
economy are four departments of
the same liberating trend—the
Whig movement.

The men we refer to as the Found-
ing Fathers would have called
themselves Whigs. Edmund Burke
was the chief spokesman for a
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group in Parliament known as The
Rockingham Whigs. In 1832 the
Whig Party in England changed its
name to one which more aptly
described its emphasis on liberty. It
became the Liberal Party, standing
for free trade, religious liberty, the
abolition of slavery, extension of
the franchise, and other reforms.

Classical Liberalism is not to be
confused with the thing called
“liberalism’ in our time! Today’s
“liberalism’’ is the exact opposite of
historical Liberalism—which came
out of the eighteenth-century
Whiggism—which came out of the
seventeenth-century Puritanism.
The labels are the same; the
realities are utterly different. Pre-
sent day liberals have trouble with
ideas, as ideas, so they try to
dispose of uncomfortable thoughts
by pigeonholing them in a time slot.
The ideas of individual liberty, in-
herent rights, limited government
and the free economy are, they say,
eighteenth-century ideas. What a
dumb comment! The proper test of
an idea is not the test of time but
the test of truth!

You may be wondering why I
have not yet used the word
“democracy,”’ although I've spoken
of monarchy, oligarchy, and
liberalism. Well, I'll tell you. Our
discussion has focused on the
nature of government, and we have
discovered that the essence of
government is power, legal force.
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Once this truth sinks in we take the
next step, which is to figure out
what functions may appropriately
be assigned to the one social agency
authorized to use force. This brings
us back to the moral code and the
primary values of life, liberty and
property. It is the function of the
law to protect the life, liberty and
property of all persons alike in order
that the human person may achieve
his proper destiny.

Voting Is Appropriate for
Choosing Office-Holders

There’s another question to
resolve, tied in with the basic one,
but much less important: How do
you choose personnel for public of-
fice? After you have employed the
relevant intellectual and moral
criteria and confined public things
to the public sector, leaving the ma-
jor concerns of life in the private
sector ... once you've done this
there’s still the matter of choosing
people for office.

One method is choice by blood-
line. If your father is king, and if
you are the eldest son, why you’'ll be
king when the old man dies. Limited
monarchy still has its advocates,
and kingship will work if a people
embrace the monarchical ideology.
Monarchy hasn’'t always worked
smoothly, however, else what would
Shakespeare have done for his
plays? Sometimes your mother’s
lover will bump off the old man, or
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your kid brother might try to
poison you.

There’s a better way to choose
personnel for public office; let the
people vote. Confine government
within the limits dictated by reason
and morals, lay down appropriate
requirements, and then let voters
go to the polls. The candidate who
gets the majority of votes gets'the
job. This is.democracy, and this is
the right place for majority action.
As Pericles put it 2,500 years ago,
democracy is where the many par-
ticipate in rule.

Voting is little more than a
popularity contest, and the most
popular man is not necessarily the
best man, just as the most popular
idea is not always the soundest
idea. It is obvious, then, that
balloting—or counting noses or tak-
ing a sampling of public opinion—is
not the way to get at the fundamen-
tal question of the proper role of

government within a society. We

have to think hard about this one,
which means we have to assemble
the evidence; weigh, sift, and
criticize it; compare notes with col-
leagues, and so on. In other words,
this is an educational endeavor, a
matter for the classroom, the study,
the podium, the pulpit, the forum,
the press. To count noses at this
point is a cop out; there’s no place
here for a Gallup Poll.

To summarize: The fundamental
question has to do with the scope
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and functions of the political agen-
cy, and only hard thinking—
education in the broad sense—can
resolve this question. The lesser
question has to do with the choice
of personnel; and majority action—
democratic decision—is the way to
deal with it. But if we approach the
first question with the mechanics
appropriate to the second, we have
confused the categories and we're in
for trouble.

‘“Democratic Despotism”

We began to confuse the cate-
gories more than 140 years ago, as
Alexis de Tocqueville observed. His
book, Democracy in America,
warned us about the emergence
here of what he called ‘‘democratic
despotism,” which would ‘‘degrade
men without tormenting them.” We
were warned again in 1859 by a pro-
fessor at Columbia University,
Francis Lieber, in his book, On Civil
Liberty and Self-Government:
“Woe to the country in which
political hypocrisy first calls the
people almighty, then teaches that
the voice of the people is divine,
then pretends to take a mere clamor
for the true voice of the people, and
lastly gets up the desired clamor.”
Getting up the desired clamor is
what we call “social engineering,”’
or ‘“‘the engineering of consent.”

What is called ‘‘a majority’’ in
contemporary politics is almost in-
variably a numerical minority,
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whipped up by an even smaller
minority of determined and
sometimes unscrupulous men.
There’s not a single plank in the
platform of the welfare state that
was put there because of a genuine
demand by a genuine majority. A
welfarist government is always up
for grabs, and various factions,
pressure groups, special interests,
causes, ideologies seize the levers of
government in order to impose their
programs on the rest of the nation.
Let’s assume that we don't like
what’s going on today in this and
other countries; we don't like it
because people are being violated,
as well as principles. We know the
government is off the track, and we
want to get it back on; but we know
in our bones that Edmund Burke
was right when he said, ‘“There
never was, for any long time ... a
mean, sluggish, careless people that
ever had a good government of any
form.” Politics, in other words,
reflects the character of a people,

Ralph Waldo Emerson
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and you cannot improve the tone of
politics except as you elevate the
character of a significant number of
persons. The improvement of char-
acter is the hard task of religion,
ethics, art, and education. When we
do our work properly in these areas,
our public life will automatically
respond.

Large numbers are not required.
A small number of men and women
whose convictions are sound and
clearly thought out, who can pre--
sent their philosophy persuasively,
and who manifest their ideas by the
quality of their lives, can inspire the
multitude whose ideas are too
vague to generate convictions of
any sort. A little leaven raises the
entire lump of dough; a tiny flame
starts a mighty conflagration; a
small rudder turns a huge ship. And
a handful of people possessed of
ideas and a dream can change a
nation—especially when that nation
is searching for new answers and a
new direction. @

GI1VE NO BOUNTIES, make equal laws, secure life and property, and you
will not need to give alms. Open the doors of opportunity to talent and
virtue, and they will do themselves justice and property will not be in
bad hands. In a free and just commonwealth, property rushes from the

idle and imbecile to the industrious, brave, and persevering. The level
of the sea is not more surely kept than is the equilibrium of value in
society by demand and supply; and artifice and legislation punish
themselves by reactions, gluts, and bankruptcies.



Henry Hazlitt

DurinG every great inflation there
is a striking decline in both public
and private morality. Let us look at
two outstanding historic examples.

The first is the French assignat
inflation from 1790 to 1796. The
moral consequences of this have
been vividly depicted by Andrew
Dickson White in his little book,
Fiat Money Inflation in France,
which.grew out of a lecture he first
delivered in 1876.1

With prices soaring and the value
of money savings rapidly diminish-
ing, an early effect was the oblitera-
tion of thrift. Accompanying this

Henry Hazlitt, noted economist, author, editor,
reviewer and columnist, is well known to readers of
the New York Times, Newsweek, The Freeman, Bar-
ron’s, Human Events and many others. Best known
of his books are Economics in One Lesson, The
Failure of the “New E ”” The Foundati

of Morality, and What You Should Know About Infia-
tion.

1published, with an Intreduction by the
present writer, by The Foundation for Eco-
nomic Education, 1959.

was a cancerous increase in specula-
tion and gambling. Stockjobbing
became rife. More and more people
began to see the advantages of bor-
rowing and later paying off in
depreciated money. A great debtor
class grew up whose interest was to
keep the inflation going. Workers,
finding themselves with less and
less real pay in terms of what their
wages would buy, while others grew
rich by gambling, began to lose in-
terest in steady work. The evapora-
tion of the incomes and savings of
the lower and middle classes, and
the sudden enrichment of specu-
lators, with their ostentatious lux-
ury, led to mounting social resent-
ment and unrest. Cynicism and cor-
ruption set in. Even Mirabeau, who
only a few months before had risked
imprisonment and even death to
establish constitutional govern-
ment, began secretly receiving
heavy bribes. The evidence of the
general spread of corruption led to

41
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widespread distrust and a loss of
faith in patriotism or virtue.

The politicians responsible for the
inflation sought to throw the blame,
then as now, not only on “the
speculators’” but on the sellers who
were forced to raise their prices.
One result was that on February 28,
1793, at eight o’clock in the even-
ing, a mob of men and women in
disguise began plundering the
stores and shops of Paris. At first
they demanded only bread; soon
they insisted on coffee, rice and
sugar; at last they seized every-
thing on which they could lay their
hands. Hundreds of places were
plundered. This was endured for six
hours. Finally order was restored
only by a grant of seven million
francs to buy off the mob. When the
plundered merchants had the tem-
erity to protest at the City Hall of
Paris, they were informed that
“shopkeepers were only giving back
to the people what they had hither-
to robbed them of.”

All this was followed by forced
loans, price-controls, increased
resort to the guillotine, repudiation
of the currency, and a final turning
to a ‘“man on horseback’”—
Napoleon.

The German Experience

1t is amazing how closely this pat-
tern was followed in the great Ger-
man hyperinflation of 1920 to 1923.
We find the same moral and social
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retrogression: the discouragement
and final obliteration of thrift; the
rise in borrowing and prodigal
spending; the increase in specula-
tion and gambling; the declining ap-
plication to steady work; the wan-
ton redistribution of income; the
consequent growth of cynicism and
corruption, of social unrest, bit-
terness and hatred, and finally of
crime. But the details are worth
closer inspection. 2

The inflation was an unsettling
and revolutionary influence. During
most of its course, it lowered the
real income of the workers; it im-
poverished the old middle class of
investors, and many of those who
had made their fortunes from pro-
duction; it enriched a new small
class of inflation profiteers whose
money came from speculation.
Under the appearance of feverish
activity the country was producing
less, and most people were poorer.
Goods passed from one speculator
to another, through a long chain of
middlemen. Some got rich by spec-
ulating in foreign exchange; but
savings-bank depositors and bond-
holders were all but wiped out, and
even most holders of industrial
securities ended with barely a
fourth of their original investment.
On net balance, in sum, the main

2For a fuller account, see Costantino
Bresciani-Turroni, The Economics of Inflation
(London: George Allen & Unwin, 1937).
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profiteers from the inflation were
successful speculators rather than
producers; this implied an impor-
tant distinction between the new
rich and the old rich.

“It is no exaggeration to state,”
writes Bresciani-Turroni, ‘“‘that the
depreciaton of the currency caused
in Germany the vastest expropria-
tion of some classes of society that
has ever been effected in time of
peace.”” The annihilation of the
value of the mark meant the con-
fiscation of the lender’s wealth to
the gain of the borrower. Land-
owners, for example, were thus able
to free their lands from mortgage.
Owners of houses, of course, were
able to do the same; but in their
case this advantage was usually
more than offset by the decline in
real rents, which soon did not cover
even maintenance expenses, so that
many owners were forced to sell.

Pensioners and others who lived
on fixed money incomes were
reduced to abject poverty. So, in
fact, were most of those in the pro-
fessional and academic classes:
students, tutors, writers, artists,
scholars. These and similar changes
were reflected in the statistics of
the condition of children—mal-
nutrition, underweight, rickets. The
general mortality rate from pul-
monary tuberculosis greatly in-
creased between 1921 and 1923.

Property rights were in fact, if
not in form, obliterated. The
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“revaluation” decrees of February
1924 and July 1925 made only a
paltry fractional restitution, and of
course could not undo the millions
of personal injustices and depriva-
tions suffered while the inflation
was in progress.

It is no coincidence that crime
rose sharply during the German in-
flation. On the basis of 1882=100,
the crime rate, which stood at an in-
dex number of 117 in 1913, rose to
136 in 1921 and 170 in 1923. It
declined again in 1925, when the in-
flation was over, to 122.

A World-Wide Condition

What shall we say of conditions in
nearly every country today?
Thanks to Keynesian ideology and
spending policies, the wuniversal
abandonment of the gold standard,
and the workings of the Interna-
tional Monetary Fund, we find in-
flation practically everywhere; and
we find a corresponding social un-
rest, disorder, and moral decay.

The steadily rising crime in the
U.S. is an outstanding example.
Between 1960 and 1970 our crime
rate per 100,000 population in-
creased an average of 8 per cent per
year, and between 1970 and 1973, 4
per cent per year. The total increase
between 1960 and 1973 was 120 per
cent. But crime increase in the last
sixteen years has not been confined
to the United States; it is reported
from most other countries.
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Another symptom of moral decay
is the increasing frequency of scan-
dal and corruption in government
circles. One of the saddest illustra-
tions of this is Great Britain, which
during most of the nineteenth and
early twentieth centuries stood out
among nations for the comparative
integrity and incorruptibility of its
civil servants and political leaders.

Government Sets Example

The chain of causation, from infla-
tion to corruption to crime, is
direct. In a free enterprise system,
with an honest and stable money,
there is dominantly a close link be-
tween effort and productivity, on
the one hand, and economic reward
on the other. Inflation severs this
link. Reward comes to depend less
and less on effort and production,
and more and more on successful
gambling and luck. For some, gam-
bling finally comes to seem too
chancy, and corruption or crime a
surer path to quick reward.

It is not merely that inflation
breeds dishonesty in a nation. Infla-
tion is itself a dishonest act on the
part of government, and sets the ex-
ample for private citizens. When
modern governments inflate by in-
creasing the paper-money supply,
directly or indirectly, they do in
principle what kings once did when
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they clipped the coins. Diluting the
money supply with paper is the
moral equivalent of diluting the
milk supply with water. Notwith-
standing all the pious pretenses of
governments that inflation is some
evil visitation from without, infla-
tion is practically always the result
of deliberate governmental policy.

This was recognized by Adam
Smith in The Wealth of Nations, in
a passage that bears repeating:
“When national debts have once
been accumulated to a certain
degree, there is scarce, I believe, a
single instance of their having been
fairly and completely paid. The
liberation of the public revenue, if it
has ever been brought about at all,
has always been brought about by a
bankruptcy; sometimes by an
avowed one, but always by a real
one, though frequently by a
pretended payment.”’

The pretended payment was ef-
fected by inflation. The U.S.
government today is paying off in
24-cent dollars the debts it con-
tracted in 1940. Adam Smith went
on: “The honor of a state is surely
very poorly provided for, when, in
order to cover the disgrace of a real
bankruptcy, it has recourse to a
juggling trick of this kind, so easily
seen through, and at the same time
so extremely pernicious.” @



The Powers of

Bernard H. Siegan

Tue U.S. SurreME Courr, in the case
of Yick Wo v. Hopkins,! decided in
1886, struck down one of the first
zoning ordinances introduced in
this country. This decision deserves
our serious attention today because
it revealed much about the inherent
nature of zoning which more recent
cases unfortunately have forgotten.

The city of San Francisco had
adopted an ordinance making it
unlawful for any person to operate a
laundry business in a wooden
building without having first ob-
tained permission of the city's
Board of Supervisors. Though
clothed in public welfare rhetoric,
the real purpose of the ordinance
became clear in the manner of its

Copyright 1976 by Bernard H. Siegan.

Mr. Siegan is Distinguished Professor of Law,
University of San Diego Schoot of Law, and author of
Land Use Without Zoning and Other People’s Pro-
perty, both published by Heath & Company.

Permits

administration. were
granted to Caucasian applicants
but denied to those who were
Chinese.

The Supreme Court ruled the law
violated the equal protection clause
of the Fourteenth Amendment of
the U.S. Constitution, as of course
it did by favoring Caucasians over
Chinese. This part of the opinion is
familiar to lawyers because many
constitutional law textbooks have
devoted much space to it.

The experts have tended to ignore
the second but equally important
part of the opinion.* Yet the second
part spells out doctrine that is fully
as cogent to a free society and is

1118 U.S. 356 (1886).

2Professor Norman Karlin of Southwestern
Law School brought this point to my atten-
tion. He expands on it in his excellent article,
“Land Use Controls: The Power to Exclude”
in 5 Environmental Law 529 (1975).
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something that most people, in-
cluding even its obvious violators,
would readily accept when stated in
an abstract and non-specific form.

I refer to that part of the opinion
which asserts that the San Fran-
cisco ordinance was unconstitu-
tional because it “‘intended to con-
fer ... not a discretion to be exer-
cised upon a consideration of the
circumstances of each case, but a
naked and arbitrary power to give
or withhold consent, not only as to
places, but as to persons.”’

To the court of that day, such
power was repugnant in a society
governed by the force of laws rather
than the will of men: ‘“The very idea
that one man may be compelled to
hold his life or the means of living,
or any material right essential to
the enjoyment of life, at the mere
will of another, seems to be in-
tolerable in any country where
freedom prevails, as being the
essence of slavery itself.”

Almost anyone who has ever
appeared before a regulatory board
must recognize how simple it is for
the regulators to violate this stan-
dard. Members of these boards
usually have enormous discretion to
reach their decisions, and may do so
for reasons known only to
themselves and which they can hide
with lofty verbiage. Nor are these
bodies often. overruled by the
courts. As a result, the regulators
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have immense and growing power
over the lives of people.

Consider the procedures in zon-
ing. For the owner or developer who
has invested months of time and
thousands of dollars on a proposed
project, there are few more impor-
tant matters in life than the deci-
sion that a relatively minute group
of people who hold the zoning power
will make.

Having personally experienced
these situations, I can assure the
reader that almost regardless of the
facts and the law, it is extremely
difficult to predict the outcome of
such hearings. There are innumer-
able personal factors that enter into
the decision-making process. Some
members may study the matter
diligently and try to vote strictly on
what they deem to be the merits of
the case.

Perhaps just as often, however,
other members will be swayed by
various extraneous elements, in-
cluding self-interest, ideology and
personal likes or dislikes for the
petitioners, their opponents or what
is proposed. It is not an occasion to
glory in the dignity of the in-
dividual. Citizens in these pro-
ceedings find themselves as
beholden to government officials as
they once were to the absolute
rulers of earlier ages.

The trend to slow growth and
down-zoning has further
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augmented the problem. When
Boards have authority to limit the
number of building permits as they
do, for example, in Petaluma,
California, they can decide with lit-
tle impunity what will be built and
who will build it.3 This kind of wide
latitude can lead to graft and cor-
ruption, but neither need enter to
create the equally distasteful spec-
tacle of substantial, if not complete
power exercised by one group over
another.

Reading that old Yick Wo case

33ee Construction Industry v. Petaluma,
522 F.2d 897 (9th Circ. 1975).

Principles of a Free Society

THE POWERS OF REGULATION 47

poses issues which our modern ac-
ceptance of regulation has tended
to obscure. Analogous to the Cauca-
sians who benefited under the San
Francisco laundry ordinance, today
we have local pressure groups or
“right’’ lawyers or politicians who
wield influence with the authorities.
The rights of the various people
who appear before these boards are
far from equal.

Such are the fundamental ine-
quities of regulation which for
many of us who should be loudly
protesting, have instead regretta-
bly been blotted out by the expe-
diencies of modern life. )

THE POSITIVE ASPECTS of personal freedom must be defined in terms of
knowledge and power—the powers which nature has given men, and
which men have used in turn to increase their understanding and conse-
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quently their control of themselves, nature, and events. The in-
vestigators who discovered the principles of electricity and the other
secrets of nature, and the businessmen who translated this knowledge
into real physical power, put humanity in a position to reach its present

status of freedom. The function of the state is to make sure that all men
are free to use the powers which nature has given them and which they
have improved. The methods perfected by free societies to fulfill this
function are the principles of private property and freedom of
contract—the basic and most important working principles of any free

society.

SYLVESTER PETRO, The Labor Policy of The Free Society



Savings, Tools,

Bettina Bien Greaves

LIFE 1s UNCERTAIN, especially for
primitive peoples who have only
their own hands, wits and human
energy to use in providing for
themselves and their families.
Sooner or later, if they are able,
they will start accumulating some
reserves for ‘‘rainy days.’”’
Prehistoric men who lived in caves
must have known from bitter ex-
perience that there were times when
they would be cold, hungry, sick
and helpless. If they could manage
in ‘“good” times to consume
somewhat less than they produced,
then they would have some supplies
left to tide them over bad times.
Aesop’s story of “The Ant and the
Grasshopper” illustrates this point:

On a cold frosty day an Ant was drag-
ging out some of the corn which he had
laid up in summer time, to dry it. A
Grasshopper, half-perished with hunger,
besought the Ant to give him a morsel
of it to preserve his life. “What were you
doing,” said the Ant, “this last sum-
mer?” “Oh,” said the Grasshopper, *I

Mrs. Greaves is a member of the senior staft of The
Foundation for Economic Education.
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was not idle. I kept singing all the sum-
mer long.” Said the Ant, laughing and
shutting up his granary, “Since you
could sing all summer, you may dance
all winter.” :

There is a little grasshopper in
each of us; we all consume some
part of what we produce today—as
a matter of fact we must consume
something today in order to sur-
vive. But most of us also have some
of the ant’s “‘time preference’’; we
set aside a part of what we have for
tomorrow, next week, next winter
or next year—for the ‘‘rainy days”
that are bound to come from time to
time. Rainy day savings consist of
stocks of consumers’ goods—food,
clothing and shelter—that indivi-
duals produce, do not consume im-
mediately, but set aside to eat, use
and wear later.

To survive change and uncertain-
ty may be difficult if one has no
surplus stocks of consumers’ goods
to fall back on. Therefore, men
reasoned, some reserves might be
helpful to tide them over difficult
times. And they began to make con-
scious efforts to prepare for “‘rainy
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days.” Thus, reason and the drive
to relieve ‘“‘felt uneasinesses’” and
attain ends induce men to adopt the
time preference of Aesop’s ant.
Rainy-day savings, therefore, are
the outcome of conscious, rational
and purposive actions. Among ra-
tional, thinking human beings, the
time preference which leads to
restraint in consumption is streng-
thened by reason, logic and the ex-
pectation that saving some things
to consume later will enable them to
cope more successfully with the
uncertainties the future is likely to
bring,

Those most likely to make the
effort to save for “‘rainy days’ are
those who have confidence that
they and their loved ones will be
able to reap the potential advan-
tages of any savings by being bet-
ter able, as a result, to cope with
“rainy days’’ when they arrive. For
the ant-like time preference to exist
and have a significant impact on the
actions of men, their rights to own
private property and to hold, ac-
cumulate and dispose of it as they
wish must be recognized and
safeguarded.

On the other hand, the grasshop-
per-like time preference is bound to
prevail among men who have little
hope of benefiting from putting
forth greater effort to produce and
from demonstrating greater re-
straint in consumption. Had
Aesop’s grasshopper succeeded in
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forcing his demands on the ant, or
had the other barnyard creatures
ganged up on the Little Red Hen
and taken her production by force,
neither ant nor Little Red Hen
would have been likely to work so
hard another time. They would not
have postponed consumption in the
expectation of reaping later
benefits, but would have consumed
their entire production ‘‘today.”’
People among whom a grasshop-
per-like time preference prevails,
therefore, inevitably consume
almost immediately practically
everything they produce and find
themselves poorly provided for
later when ‘‘rainy days” or ‘“bad
times”’ come.

Pure manual labor is hard, tiring
and not very productive. Thus men
quite logically look around for ways
to make their efforts less tiring and
more effective. Sooner or later, even
among primitive peoples, someone
will have an idea for using some ob-
ject to make hunting, fishing or
foraging a bit easier and more effi-
cient. Someone might try using a
large stick as a club, a log as a float,
a stone as a missile, Once a person
recognizes an object to be useful for
a purpose, he has a “tool.”

The starting point of any tool is
an idea. But the development of
tools also requires the earlier ac-
cumulation of “rainy day savings”
so that some persons may spend
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their time and energy to develop the
idea into tools. Tools save time and
effort. But their main advantage is
that they enable the user to in-
crease production. As more is pro-
duced more will be available to con-
sume. Also as more is produced, it
becomes easier to set aside still

more reserves for later ‘‘rainy
days.”
If people produce increased

reserves of consumers’ goods, large
enough not only to tide them over
“rainy days’’ but also to last while
they devote more time and energy
to implementing new ideas for
developing still better tools, their
next logical step is to start ac-
cumulating reserves of tools. Pur-
posive saving for the production of
tools, that is, for the production of
producers’ goods or factors of pro-
duction, is ‘““capitalist saving.”’

These ‘‘capitalist savings” may
then be employed by producers who
specialize in making still more and
better tools. Today’s very complex
and sophisticated machines and
production methods are merely the
outcome of this simple sequence. As
production increased over the cen-
turies step-by-step improvements
were made in tools. With more and
better tools available, it became
possible to produce even more, per-
mitting the development of still
more and better tools. And so the
process continued down to modern
times.
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Entrepreneurs and Property

The entrepreneur ‘“‘gets it all
together.”” As he pays for things in
the course of carrying out his pro-
ject on the market, he acquires
ownership, step-by-step, of the fac-
tors of production. With the owner-
ship of these factors of production
comes also the right of control, i.e.
the opportunity to decide how they
shall be used. Therefore, the pro-
ducts which are made from an en-
trepreneur’s resources—with the
aid of savings he has assembled or
borrowed, the voluntary coopera-
tion of many persons with whom he
made arrangements and his ideas
and planning—are his and his alone
once he has fulfilled all previous
commitments.

If we consider the products of any
specific private enterprise from this
angle, it is easy to understand why
and how they become the private
property of the entrepreneur who
took the risk. His right to the out-
put of his project depends, of
course, on his having contracted for
and paid in advance for all the
goods and services which were used
in the process. Under capitalism,
therefore, the person to whom the
final products belong has acquired
legal and effective title to them by
having previously acquired and
paid for everything used in their
production.

In primitive societies, when in-
dividuals were first able to keep for
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themselves and their families some
of their own production, over and
above what was needed for im-
mediate consumption, no matter
how little that might be, they could
feel a bit more free and indepen-
dent. Without property rights all
the material things they have and
even their lives are at the mercy not
only of nature, but also of the com-
munity ‘‘strong man,” king, ruler,
dictator, gangster, or anyone who
proves physically more powerful,
more ruthless or more persistent in
compelling others to do his bidding.
The opportunity to own private pro-
perty and to control its use, there-
fore, fosters individual freedom and
independence even in primitive
societies.

The right to own and control pro-
perty is probably even more impor-
tant in a specialized, division of
labor, capitalistic economy. Per-
sonal freedom, independence and
economic survival depend on that
right. If property rights are pro-
tected and a person’s private home
is “his castle,” a place to which he
may retire in peace, he may be confi-
dent that he, the members of his
family, his papers and effects will be
safe there from unwelcome intru-
sions, “‘from unreasonable searches
and seizures.”

Moreover, the right to own and
control private property is impor-
tant to entrepreneurs and pro-
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ducers in a complex -capitalistic
market economy. But it is impor-
tant not only to them. It is perhaps
even more important to all the rest
of us. As a matter of fact, most of
us living today would not even be
alive if producers had not been
relatively free in the past to use
their private property as they chose
in the hope of earning profits. It is
only because the property rights of
producers, would-be producers,
savers, investors, entrepreneurs, in-
ventors, innovators, etc., have been
respected and protected that they
were willing and able to cooperate
in expanding production. As a
result, life expectancy has leng-
thened, death rates declined, pop-
ulation increased and people
throughout the market economy
now live longer, healthier lives and
have a much greater quantity and
variety of food, clothing, shelter,
luxury goods and leisure than ever
before.

Property owners are interested in
using their resources to serve their
own ends. They find that the surest
way to attain their various ends
under capitalism is by providing
consumers with the various goods
and services they want. As a result,
property owners are challenged
under capitalism to try to serve con-
sumers. When they succeed in do-
ing this, they can earn not only the
psychic profit which comes from
knowing they are helping others,
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but they will also be rewarded with
monetary profits for themselves.

To use their property to best ad-
vantage, property owners must be
free to make their own decisions.
Flexibility is most important. What
kinds of tools are developed, what
form capitalist savings will take,
and what will be produced will de-
pend on the ideas and actions of
specific entrepreneurs in the light of
their understanding of conditions
and their future expectations.

The entrepreneur contemplates
an ever-changing ‘‘half-baked
cake,” a smorgasbord of ‘rainy
day’’ savings, i.e., stores of
available consumers’ goods, plus
capitalist savings in the form of
potentially productive factors of
production. He tries to juggle
things around, reassemble them,
and make them more productive. To
do this, he must study consumer
purchases and refusals to purchase,
analyze available resources, con-
sider market prices of the very re-
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cent past and try to anticipate
future conditions—all difficult
tasks at best. If, as a result of his ef-
forts, he can alter the various fac-
tors of production so as to serve
consumers better and/or cheaper
than before, they will become more
valuable on the market.

The more freedom and flexibility
he has to act in accordance with his
own best judgment, the better his
chances are. The safer property is
expected to be, the more capitalist
savings he can expect to attract for
investing in his enterprise. The
more assurance entrepreneurs and
investors have of being able to keep
what they earn through the enter-
prise, the more incentive they will
have to continue saving, investing,
producing and serving consumers.
Any outside interference that

deters such enterprises will hamper
their plans for production, reduce
the amount of goods and services,
and so cut down on the number of
voluntary transactions possible. &




Capital Is in the Eye
of the Beholder

Brian Summers

WueN I was a Boy my older brother’s
slide rule was a marvelous toy.
When 1 went to college that slide
rule became a useful tool. Today,
with the advent of pocket calcula-
tors, I view that very same slide
rule as a relic.

Clearly, the slide rule has re-
mained the same; it is I who have
changed. When I thought of the
slide rule as a toy, it was a toy.
When 1 thought of it as a tool, it
was a tool. Now that I think of it as
arelic, it is a relic. At least, to me it
is.

My estimate of the slide rule’s
value has also changed. When I was
preparing to go to college, its value
to me increased. As my college days
were coming to a close, and I saw
little further use for the slide rule,
the value I placed on it declined.

Why this variation in the slide
rule’s value to me? Obviously, the
slide rule didn't change. Neither did
the price paid for it nor the work

Mr. Summers is a member of the staff of the Founda-
tion for Economic Education.

that went into producing it. The on-
ly thing that changed was my
evaluation of the slide rule's future
usefulness to me. The slide rule's
future usefulness is what deter-
mined its value to me.

What is true for a slide rule is true
for any material object—its
usefulness, and hence its value, is in
the eye of the beholder. In par-
ticular, an object is a tool—a capital
good—only to someone who per-
ceives it as a tool. The value an in-
dividual places on a capital good is
determined by his estimate of its
future usefulness to him.

This simple observation—capital
is in the eye of the beholder—has
profound consequences because it
helps one choose between free enter-
prise, in which capital goods are
controlled by individuals, and
socialism, in which capital goods
are controlled by the government.

In a free enterprise economy,
businessmen seek profits. Thus, an
object is a useful capital good only
to those businessmen who believe it
can help them earn profits. This is
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true for large corporations as well
as small businesses. The division
manager of a large corporation has
a single mandate: Earn profits. His
job depends on how well he fulfills
this mandate from the corpora-
tion’s stockholders. Hence, he
evaluates factors of production—
land, labor, and capital goods—
according to his estimate of their
future usefulness in earning profits.

But what is the nature of profits?
Are they something plundered from
consumers? Or are they the rewards
of efficient production?

A businessman's profits or losses
are the difference between his costs
of production and the selling price
of his products. Let us look at each
in turn.

When a businessman is planning
a project, he hopes to keep his pro-
duction costs at a minimum by
making efficient use of his factors
of production. This involves much
foresight and careful prior arrange-
ment. When the businessman im-
plements his plan and engages land,
buildings, machines, and labor, he
tallies up his production costs as
the bills come in. By the time his
product is finished, the production
costs are already paid or contracted
to be paid. They are “‘water under
the bridge.™

When the businessman tries to
sell his product, he hopes that the
price will be high—at least as high
as his costs of production. But there
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isn't much the businessman can do
about the price except try to live
with it. He would like to sell for
more, but he would lose customers
to his competitors, leaving some of
his products unsold. There is little
he can do at this stage of his opera-
tion except advertise his wares and
hope that consumers will buy.

Thus, a businessman has little in-
fluence over his profits or losses
once he has committed his
resources to a course of production.
If his production process is effi-
cient, he will keep his production
costs low and, hopefully, earn a pro-
fit when the time comes for him to
sell his wares.

In the final analysis, it is
foresight and planning that earn
profits. For hundreds of years peo-
ple were aware of the existence of
crude oil, but saw limited applica-
tions. It was only when men of vi-
sion perceived new uses for oil and
carefully planned its extraction and
refinement that the public enjoyed
those uses, and the most efficient
oil companies earned profits.

What about socialism?

Under socialism, capital is still in
the eye of the beholder. The
manager of a nationalized enter-
prise still evaluates a capital good
according to its future usefulness to
him. But, usefulness for what? In
free enterprise a capital good 1is
useful because it helps earn profits
by making production more effi-
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cient. However, a nationalized in-
dustry is a monopoly. There is little
incentive to cut costs of production
because the nationalized industry
can pay its bills simply by raising
its prices (there are no competitors
to whom consumers can turn) or ob-
taining a subsidy from the govern-
ment. Witness the Post Office.

Moreover, under complete social-

“ism, in which the government con-
trols all factors of production, costs
of production lose all meaning. In
free enterprise, the prices of factors
of production are determined by the
bids of competing businessmen who
hope to use these factors to make
products that consumers will
reward with selling prices that ex-
ceed costs of production. If the
businessman bids correctly,
customers reward him with profits;
if he bids incorrectly—wastes
scarce resources—he loses money.
Hence, in free enterprise the prices
of factors of production are
ultimately determined by the buy-
ing public, with businessmen acting
as intermediaries. But under
socialism there is no competitive
bidding for factors of production so
prices must be set arbitrarily by the
government,.

How then does the manager of a
nationalized enterprise evaluate the
usefulness of a capital good? He
evaluates it according to its
usefulness in helping him carry out
production orders issued by his
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superiors. For instance, in the
Soviet Union, when the manager ot
a nail factory was ordered to pro-
duce a certain number of nails, he
made small nails. When he was told
to produce nails by the ton, he made
large nails. At no time did he con-
sider consumers’ preferences for
large or small nails because his job
was not to earn profits. His job was
to fill production quotas.

To summarize, in free enterprise
capital is used by businessmen to
earn profits by efficiently produc-
ing goods and services of use to con-
sumers. If a businessman is not effi-
cient, the selling price of his pro-
duct probably will not cover its cost
of production. In contrast, in a na-
tionalized industry capital is used
by production managers to carry
out orders from their bureaucratic
superiors. Whether or not this
makes for efficient production is
largely incidental because the dif-
ference can always be made up at
the Federal Treasury or with a
higher monopoly price. Finally,
under complete socialism it
becomes impossible to measure effi-
ciency because, with the market in
chains, the government must ar-
bitrarily decide what to produce,
how much to produce, as well as
guess the costs of production. In-
stead of responding to the ever-
changing evaluations of consumers,
production is set according to the
eye of the official in power.



Harry Lee Smith

No epITHET seems more satisfying to
socialists than the word ‘‘reac-
tionary.” It is applied without
restraint to those who espouse cap-
italism, free enterprise, or ‘‘rugged””
individualism.

The dictionary defines a reac-
tionary as one who advocates:

1. An opposing action, force, or
influence, and

2. A movement back in time to a
former or less advanced condition.

In this century we are experienc-
ing a reaction against the world’s
first successful private property
system. This capitalistic private
property order is in contrast to the
old public property order in which
all land or real estate was owned by
ruling classes. Since land and its

Mr. Smith is a businessman in California.
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products provide the sustenance for
survival, control over property
means control over men. The public
ownership of land and the public
control of property has been essen-
tial to the maintenance of ruling
classes. These tiny but powerful
elites produced nothing and lived
by taxing their vassals. They bound
their subjects to the soil in order to
keep them from challenging the
wealth, political power, and social
prestige of the nobility.

Only during the past two hundred
years has a private property order
found wide acceptance. The conven-
tion under this system allows in-
dividuals to acquire property non-
coercively and dispose of it in
peaceful trade. Governments sup-
posedly have been instituted to pro-
tect this right.
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In the United States during the
nineteenth century it was national
policy to transfer as much land as
possible to the private sector.
Today, about sixty per cent of the
land is privately held. But the pro-
cess is reversing and there are
powerful forces at work trying to
establish a public property order
once again. This reaction is gaining
strength despite the incredible suc-
cess of the private property system
in emancipating the peasants. Dur-
ing the past two hundred years the
process has transformed a third of
the world into developed or rich na-
tions in which most of the popula-
tion live better than the former rul-
ing classes. Under former regimes
the civilized world remained in vir-
tual economic stagnation for 10,000
years.

The public property system is a
primitive institution commencing
with tribalism and persisting
through medieval feudalism. The
American Indian, for instance, had
no concept of private land owner-
ship.

The twentieth century reaction
against capitalism has been the
most violent upheaval in history.
We live in the bloodiest century the
world has ever known.

World War I was a last ditch
stand of the old public property
order in which four leading
dynasties lost their power and
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lands—the Hapsburgs, the Hohen-
zollerns, the Romanovs, and the
Osmanlis. World War 11 saw the
reaction against economic in-
dividualism of both old and new
public property orders—the old
represented by Japanese warlords,
and the new by fascists. Fascism is
a form of socialism which permits a
private property system to exist
under state control. It is a first step
back toward a public property
order. This accounts for the close
alliance between Stalin and Hitler
in the early days of World War II.
Strictly speaking, the United
States has become increasingly
fascist since the New Deal.

Finally the Korean and Viet-
namese conflicts represent reac-
tions against emerging capitalism
by the new public property order
composed of communists and
socialists. Probably the most
devastating reaction against
private property has taken the form
of internal persecutions in the
Soviet Union and in The People’s
Republic of China.

In China and in Russia the ar-
chaic public property order per-
sists. The populace is bound to the
soil of their homeland. They may
not leave under penalty of death.
Communist regimes perpetuate
themselves after usurping power
coercively. In communist countries
tiny ruling elites which produce
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nothing live by taxing the peasants.
The ardor with which they claim
their actions benefit the populace is
only met by similar claims of former
monarchs. So what has changed?
The old and the new public property
orders have only changed faces and
names. The kings and the com-
missars are hard to tell apart.

By dictionary definition the true
reactionaries of this century are the
socialists and communists. It is the
socialists who advocate an oppos-
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has emancipated the peasants for
the first time in history. It is the
socialists who advocate a return in
time to a less advanced public prop-
erty system such as that which held
the masses in egalitarian squalor
and serfdom for thousands of years.
The huge slave states of China and
Russia have all the basic coercive
institutions of discredited ruling
elites of the past. The socialists are
the reactionaries who have in-
herited archaic elitist attitudes. It’s

ing action to the capitalism which
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LIBERTY

time we set the record straight. @

To Safeguard Freedom

THE PURPOSE of all modern political and judicial institutions is to
safeguard the individuals’ freedom against encroachments on the part
of the government. Representative government and the rule of law, the
independence of courts and tribunals from interference on the part of
administrative agencies, habeas corpus, judicial examination and
redress of acts of the administration, freedom of speech and the press,
separation of state and church, and many other institutions aimed at
one end only: to restrain the discretion of the officeholders and to
render the individuals free from their arbitrariness. The age of
capitalism has abolished all vestiges of slavery and serfdom. It has put
an end to cruel punishments and has reduced the penalty for crimes
committed to the minimum indispensable for discouraging offenders. It
has done away with torture and other objectionable methods of dealing
with suspects and law breakers. It has repealed all privileges and pro-
mulgated equality of all men under the law. It has transformed the sub-
jects of tyranny into free citizens.

LUDWIG von MISES, The Anti-Capitalistic Mentality



A REVIEWER'S NOTEBOOK

JOHN CHAMBERLAIN

THE COLLAPSE
OF DEMOCRACY

THERE are so many facets to Robert
Moss’s The Collapse of Democracy
(Arlington House, $8.95) that one
hardly knows where to begin a re-
view. The chapter that follows a
brilliant introductory discussion of
Walter Lippmann’s idea of the
“public philosophy” is Orwellian
fantasy in the form of a letter writ-
ten from the England of 1985. But
Mr. Moss did not have to invent
much. His vision of 1985 Britain is
simply a projection of trends that
have become all too oppressively
familiar over most of the earth.
What informs Mr. Moss’s extra-
polation with such a terrifying
authenticity is his detailed

knowledge of what happened in
Berlin in 1933, in Prague in 1948, in
Chile in 1970, and in Portugal just
the other day. Outside of Russia,
which was a special case, totalitar-
ians of the Right and the Left in the
West have always relied on what
Garet Garrett used to call a “‘revo-
lution within the form.” The trick is
to march on Rome with the permis-
sion of the king, or to take power
through a legal election and then
stage a phony fire that justifies the
outlawing of lesser parties, or to
wreck the economy by spreading in-
flation (““the disease of money”’) as a
prerequisite to declaring a crisis
that requires suspension of the or-
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dinary rules. Thus we have the
‘“peaceful road’’ to socialism, which
is peaceful only to the extent that it
fills the jails without much blood-
shed in the streets.

As foreign editor of the London .

Economist, Mr. Moss has done
more than his share of traveling. He
also happens to be as thoroughly
grounded in the political theory of
his own tradition as any stay-at-
home don. The British tradition
calls for a tacit recognition that
there are many things beyond poli-
tics. It is not permissible in this
tradition to use democracy to de-
stroy democracy. The family must
be respected. Fathers and mothers
must be allowed to exercise their in-
dividual choices in educating their
children, in going to church, and in
disposing of their property. There
" must be pluralism in both economic
ownership and in political represen-
tation.

No Effective Resistance

Well, England has the tradition,
but Mr. Moss’s travels have con-
vinced him that other nations, not
so well grounded in theory, have
had better ‘“objective’”’ conditions
to support a resistance to totalitar-
ian takeover. In Britain there is no
big counter pressure group that is
capable of standing up to the labor
unions. France has an agrarian in-
terest and a shopkeeping class that
has known how to sidestep inflation
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{by burying coins) and how to avoid
taxes. England was once a nation of
shopkeepers, skilled in competition,
but, for reasons of a misapplied
sense of decency, the English mid-
dle class has declined to make labor
monopolies illegal. This trust has
been badly repaid. Using the threat
of strikes, the unions have had their
way. Only the strength of the
tradition has saved England from
becoming an Orwellian socialist dic-
tatorship long before this.

As a warning to his countrymen,
Moss goes over the ground of what
happened in Weimar Germany
(where the inflation set the stage for
Hitler), in Prague (where Commun-
ists infiltrated the existing
democratic institutions), in Chile
(where a minority President, Salva-
dor Allende, tried to cheat his way
to total power), and in Portugal
(where the issue was still in the
balance when Moss was writing his
book). It took a world convulsion to
get rid of Hitler. The Czechs, with
Russian tanks always at the ready
to move in, are still enslaved. But
Mr. Moss takes heart from what
happened in Chile, even though he
doesn’t like to contemplate an eter-
nity of military authoritarianism
anywhere.

A Lesson from Chile

In Chile the socialist President
Allende tried to foist Communism
on his country by hypocritical
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means, He ‘intervened”’ in
businesses by declaring even the
middle-sized companies to be
monopolies and hence legally liable
to State control. He wiped out
unemployment by loading indus-
tries and banks with unnecessary
personnel. He pushed agrarian
“reform,” but didn’t let a new pea-
sant class have property rights in
land. The roaring inflation that
resulted from inefficient businesses,
lack of food and a necessity to
import practically everything
needed to sustain life created a
revolutionary situation. But the
truck-owners (small businessmen),
the housewives and the Christian
Democratic Party weren't ready to
capitulate. When the courts held
Allende had stretched the law
beyond recognition, the military
decided it had had enough. It
moved in, suspended normal
politics, and now rules with the
tacit consent of a majority.

Break Union Grip

Mr. Moss doesn’t want to see the
Chilean experience repeated in
England. But the ‘logic of
breakdown” could bring the British
to the verge of asking for authori-
tarian rule. To prevent this, Moss
suggests that the union grip on the
country must be broken. There
should be a new British Bill of
Rights to codify the traditional
liberties that are now menaced by
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the tide of socialist legislation. The
power of the Commons must be
checked by a Supreme Court or a
“people’s veto’’'—say, a referendum
on life-or-death issues. (Such a
referendum has already been used
to put England into the Common
Market.) And the right to strike
should be made far less absolute
than it happens at the moment to
be.

Like any normal Englishman, Mr.
Moss would prefer to depend on
sanity and good will. But he thinks
democratic governments are justi-
fied in using ‘‘the minimal force
that is necessary’’ to combat sub-
version and terrorism. Political con-
cessions should never be made to
terrorists—‘‘the personal back-
ground and the ideological claims of
a terrorist are secondary to the fact
that he is waging a war on society.”

Mr. Moss believes in tolerance.
But he thinks we should limit our
tolerance to the expression of opin-
ion. Once a subversive opinion has
moved somebody to action, the
crackdown should be swift and con-
clusive.

But the very definite subversion
that is practiced by legitimate
governments to produce inflation is
a real poser. Modern governments
have found ways of clipping the
coinage without ever calling it in.
Mr. Moss confesses that he has
“nothing original to contribute on
this subject,”” but maybe originality
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is not needed. His call to return to
the “‘external discipline of gold”
would take the possibilities of
subversion out of the politico’s
hands.

» CONGRESS AND THE NEW
INTERNATIONAL ECONOMIC
ORDER by E.J. Feulner, Jr.
{Heritage Foundation: Washington,
D.C. 1976} 86 pp. $3.00.

Reviewed by Amy S. Mann

MASSIVE SUBSIDIES of capital,
technology, expertise, food, fin-
ished goods, and even military
hardware have been given by the
United States and the industrial-
ized nations of Western Europe to
the ““developing countries,” but all
over the Third World the signs say
“Yankee Go Home."”

How did we get saddled with
nearly $300 billion of post-war
obligations? Have any net benefits
accrued to the recipient nations as a
result of so many years of foreign
aid programs? Are such programs
likely to benefit those nations in the
future?

This monograph deals admirably
with these and other questions. Mr.
Feulner is a senior staff assistant in
the U.S. House of Representatives.
Formerly on the staff of the
Secretary of Defense, he has done
research at Stanford’s Hoover In-
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stitution and the Center for
Strategic and International Studies
at Georgetown University.

Foreign aid has been with us since
the post-World War II Marshall
Plan. About a dozen years ago the
aid program escalated into the con-
cept of a plan to redistribute the
world’s wealth and thus close the
gap between the developed and the
underdeveloped countries.

The crucial years seem to have
been 1974 and 1975, when the foun-
dation for the New International
Economic Order (NIEO) was laid at
the Sixth and Seventh Special Ses-
sions of the United Nations. NIEO,
it should be noted, is not one coher-
ent program, but rather a number
of diverse proposals presented at
different meetings, ostensibly
designed to aid the less-developed
countries (LDC’s).

One such program is the Charter
of Economic Rights and Duties
(CERDS). Adopted without debate
at the Sixth Special Session, this
charter gives LDC’s the “right’’ to
nationalize foreign-owned property
and to make restitution, if any, ac-
cording to their own laws.

Mr. Feulner offers an expert an-
alysis of the problems involved, and
also cites the definitive studies of
Professor Peter T. Bauer of the
London School of FEconomics.
Bauer deftly demolishes the ‘“‘ex-
ploitation” theory. Several conclu-
sions emerge:



1977

1. One nation’s wealth is not
gained at the expense of another.
The first beneficiaries of multina-
tional corporations are the host
countries (LDC’s) themselves.

2. The LDC’s which have made
the greatest economic progress to
date are those which have welcomed
and encouraged private capital in-
vestment (e.g., Taiwan, Brazil,
Singapore, the Ivory Coast).

3. Transfer of wealth from gov-
ernments of developed nations to
those of the LDC’s is not likely to
reduce poverty or promote econom-
ic development. Aid programs may,
on the contrary, discourage local in-
centive and productivity. Subsidies
may be used by ruling elites to
enhance their political position,
maintain their high standards of
living, and entrench them in power.

4. In the long run, capital invest-
ment and productivity are neces-
sary for the advancement of any na-
tion. The proof, once again, is seen
in the success of those few Third
World countries which have relied
primarily on private enterprise.

“The proponents of NIEO,” con-
cludes Feulner, ‘‘tend to see
themselves as arguing for human
dignity when they demand ‘equali-
ty’ .... Really, what is being
demanded is unequal preferential
treatment toward the LDC’s so as
to redistribute wealth international-
ly .... Were the LDC’s actually
demanding equal rights and treat-
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ment, they would insist on the
removal of trade barriers and the
operation of unrestricted interna-
tional markets, and the elimination
of international cartels.”

Is it not time for a change of
policy toward the Third World? Mr.
Feulner provides a convincing
answer in the affirmative.

» THE ANTI-COMMUNIST BLACKOUT
IN AMERICA, by Dr. Clarence B.
Carson (New Rochelle, New York
10801: America’s Future, 1976) 23
pp., 25¢.

Reviewed by Bettina Bien Greaves

IN this exceptional pamphlet, Dr.
Carson reports and interprets many
events important for a clear under-
standing of Communism.

In almost 60 years since the Com-
munists gained power in Russia,
they have pressed every advantage,
used every opportunity to gain
their dreadful goals. Many coun-
tries have been forced under their
sway. Others have come into their
sphere of influence by default. But
even more important for our situa-
tion is their success in the field of
ideas. Anti-communism has been
effectively discredited in the
popular view. Ideological com-
munists exert inordinate influence
over practically all our means of
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communication and education and
over the major political parties. All
this in spite of the documented
record of Communism as a system
of force, violence, cruelty and
destruction. And all this also in
spite of the fact that the idea of
freedom which it displaces is far
superior in every way.

Dr. Carson says little about why
the communist ideology has gained
such an upper hand. To venture an
explanation, I would say that the
emotional appeal of freedom, the
generous nature of people who want
to help the less fortunate, and the
increasing tolerance for the views of
others have undoubtedly played a
role. The fact that many persons are
motivated in part by personal feel-
ings of envy, guilt and the desire for
“something for nothing” at the ex-
pense of others who are richer has
also helped. Yet the overriding
reason must be the widespread lack
of a firm understanding of basic
economic principles, of the im-
portance of private property, and of
the advantages of peaceful, social
cooperation. But whatever the
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reason, the fact remains that many
people are now vulnerable to Com-
munist propaganda. And as Dr.
Carson’s vivid account reminds us,
Communist propaganda is just
that: pure propaganda, completely
unrelated to truth.

I would quibble a bit over Car-
son’s use of the word ‘liberal.”
Why refer, without quotation
marks, to modern, socialist-com-
munist-minded thinkers as ‘lib-
erals’’? I do not want to relinquish
without a fight such a suitable word
for describing those who speak out
for free markets, private property,
and individual rights.

However, Dr. Carson’s pamphlet
is excellent on the whole. He
spotlights many events we are apt
to forget or ignore and he explains
their significance for present
trends. He furnishes substantial in-
sight into the way Communists
have gained such a stranglehold on
the thinking of so many people.
And he writes well. This pamphlet
is well worth reading yourself and
recommending to friends. ®
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