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Hans F. Sennholz

There Is
No Escape

THE Carter energy plan contains a
familiar ingredient: it takes money
from the working taxpayers to give
to the nonworking population. It
proposes a windfall profits tax on oil

.producers and a fuel subsidy to poor
consumers. When enacted, it may
introduce Hfuel stamps" just like
((food stamps," to enhance the lives
of some 25 million people who are
believed to be poor.

Transfer programs now comprise
the lion's share of the federal
budget. During the past decade
transfer payments grew by almost
300 per cent, while wages and
salaries rose by 134 per cent. In
~970 these transfer payments

Dr. Sennholz heads the Department of Economics at
Grove City College In Pennsylvania and Is a noted
writer and lecturer on monetary and economic af­
fairs. His latest book, Age of Inflation, describes our
dilemma and offers recommendations for restoring
a sound monetary system.

amounted to $57 billion; in the fed­
eral budget for 1980 they are esti­
mated to exceed $226 billion. How
much longer can the transfers grow
at twice the rate ofthe earnings that
are supporting them?

Surely, the political transfer pro­
cess cannot continue to grow indefi­
nitely. There are limits of economic
output as well as political power to
seize an ever-larger share of income
from the producers. But above all,
the very nature of the transfer soci­
ety, which is social and economic
conflict, sets limits to the transfer
process.

It is a strange twist of contempo­
rary morality that political conduct
is judged by far lower standards
than are the acts of individuals. Men
who would not think of stealing or
pillaging the property of others­
who would rather suffer deprivation
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than to enrich themselves by such
methods-believe that politics jus­
tifies all means. They engage in con­
fiscatory taxation, devious inflation,
and restrictive regulations in order
to facilitate the transfer of income
and wealth. Their political leaders,
anxious to be the favorites of the
transfer multitudes, yield to their
prejudices, desire what they desire,
and furnish the sophistry that will
propagate and defend those desires.

Social Conflict

The transfer society is a conflict
society in which the beneficiaries of
transfer are ever eager for rapid
progress while the victims bitterly
oppose every step of the way. The
transfer battle is fought in all media
of communication and education
and on the floors of the legislature,
where, in a democratic manner, the
majority of representatives decide
the issue. But all decisions are just
temporary as the political battle
continues. In every session of the
legislatures, whether they are na­
tional, state, or local, the transfer
process needs to be fed by new ap­
propriations and allocations, and
new victims need to be found in
order to bestow new benefits.

A great deal has been said and
written about the psychological, so­
cial and economic consequences of
the transfer. Most political discus­
sions today hinge on this issue. The
beneficiaries and their friends

applaud the effects and laud the
policies that facilitate the distribu­
tion. The victims, on the other hand,
point at many deleterious effects not
only upon themselves but also upon
the beneficiaries. Both sides advance
arguments of ethics, politics, eco­
nomics, psychology, history, and
many others, in order to sustain
their position. Both talk about lib­
ertyand justice for all.

The Rush to the Exits

Whatever we may say about the
consequences, there cannot be any
doubt that the victims of the trans­
fer system react by seeking to es­
cape. They become refugees in their
own country, dismayed and
frightened, always on the run from
agents of the transfer society. They
spend countless hours searching for
avenues of escape that promise re­
lief and salvation. Many spend their
time and effort pursuing the legal
loopholes, no matter how narrow
and awkward they may be. Others
seek their escape on illegal bypaths
that are mined by fines and impris­
onment. A few get caught in an
intricate net of rules and prohibi­
tions which government is spinning
continually around its intended vic­
tims.

The direction of escape is deter­
mined by the policy of expropriation
conducted by the transfer govern­
ment. It may seize income and
wealth through confiscatory taxa-
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tion, devious inflation, andrestric­
tive rules and regulations. The vic­
tims seeking refuge from them all,
rearrange their efforts to reduce
their burdens. They seek to realize
income that is tax exempt, or utilize
additional tax exemptions, deduc­
tions and tax credits, shift incomes
to various types taxed at lower
rates, or simply postpone the tax for
various periods of time. They shun
savings and investments that are
depreciated by inflation and seek
refuge in investments that are said
to be inflation proof. They buy real
estate, precious metals or other tan­
gible assets that hopefully ap­
preciate in value. And finally, the
businessman who faces regulatory
inequity searches for loopholes or, if
none can be found, may discontinue
his production or otherwise readjust
it in order to minimize the regula­
tory results.

Many refugees from the transfer
system pride themselves on their
prowess in all matters of escape.
They attend Hsurvival seminars,"
subscribe to advisory services
specializing in survival behavior
and investments, and otherwise
prepare for the breakdown of the
transfer order. Some escape artists
may even amass sizable fortunes on
their way to the social exits. But
they are neither prudent nor bold,
and surely no heroes in any •sense of
the word. They are running from the
battlefield of ideas on which our

future is decided. They are desert­
ing, although the battle is still rag­
ing and there is no safe hiding place
anywhere.

Getting Your Share

Many victims also try to get even
by joining the class of beneficiaries.
While chafing under the heavy load
of progressive taxation and rampant
inflation, they are getting in line for
any and all favors the· transfer gov­
ernment may extend. The busi­
nessman who is suffering from con­
fiscatory taxation and restrictive
regulation lobbies for government
orders and contracts, for urban re­
newal or other HUD-subsidized
housing projects. The doctor who
pays maximum income-tax rates
and loses his Keogh-plan savings to
inflation clamors for a federal grant
to his favorite hospital or for higher
federal outlays for health profes­
sions training. The. attorney or ac­
countant, the professor, minister or
rabbi, in fact, all primary victims of
taxation and inflation send their
children to public schools or state
universities where government pays
the lion's share of the educational
expenses. And upon retirement,
they all are looking forward to the
generous benefits ofSocial Security.
After all, they contributed so long to
the transfer system, why should
they not avail themselves of every­
thing to which they are legally enti­
tled?
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In the end, no one knows with
certainty whether he has lost or
gained from the transfer system.
Everyone is waiting for his turn at
the public trough, which continues
to enjoy popularity and respectabil­
ity. In the line are to be found some
ofthe primary victims, moaning and
complaining about the burden they
are expected to carry. But their very
presence in the line casts doubt on
the sincerity of their complaints,
while it gives moral sanction to the
waiting line and the benefit trough.

Defending the Mainspring
of Economic Well-Being

The true defenders of individual
freedom and a peaceful social order
neither scramble for the -exits nor
stand in line for their share of the
loot. They do not spend their waking
hours scheming and plotting their
escape. They are in the midst of the
ideological battle. With all their

A Defensible Social Ideal

strength and courage they are re­
sisting the transfer order, rejecting
its temptations and refuting its
spurious arguments.

They readily admit that private
income and capital must be pre­
served for current production and
future employment. They even em­
phasize the moral obligation of the
present generation to preserve and
promote the economic well-being of
future generations. But what would
it profit our heirs to inherit our
material riches if· they lacked the
freedom and morality that are the
very mainspring of those riches? In
the long run, economic prosperity
without this mainspring will wither
and die like seed sown upon stony
ground.

The United States is the ideologi­
cal, economic, and military bastion
of Western freedom and civilization.
If it fails, for any reason; civilization
must perish. There is no escape. @

IDEAS ON

UBERTY

THERE is but one defensible social ideal, and that is a world in which
every individual is free to work out the inner impulses of the Spirit,
without aggression on his part or interference on the part of others. A
State which accomplished this simple, primal duty, the protection of all
its citizens, would accomplish something greater than has yet been
historically recorded, and something which no State, preoccupied with
illegitimate and paternalistic activities, is ever likely to accomplish.

HANFORD HENDERSON, "Hands Oft"
from The North American Review, December 1924



Lawrence W. Reed

The Fall of Rome
and

Modem Parallels

THERE'S an old story worth retelling
about a band of wild hogs which
lived along a river in a secluded area
of Georgia. These hogs were a stub­
born, ornery, and independent
bunch. They had survived floods,
fires, freezes, droughts, hunters,
dogs, and everything else. No one
thought they could ever be captured.

One day a stranger came into
town not far from where the hogs
lived and went into the general
store. He asked the storekeeper,
uWhere can I find the hogs? I want
to capture them." The storekeeper
laughed at such a claim but pointed
in the general direction. The
stranger left with his one-horse
wagon, an axe, and a few sacks of
com.

Two months later he returned,

Mr. Reed is Assistant Professor of Economics at
Northwood Institute, Midland, Michigan. This article
Is from a speech before the annual meeting of the
Michigan Association of Tlmbermen, Gaylord,
Michigan, April 21, 1979.

went back to the store and asked for
help to bring the hogs out. He said
he had them all penned up in the
woods. People were amazed and
came from miles around to hear him
tell the story of how he did it.

HThe first thing I did," the
stranger said, ((was to clear a small
area of the woods with my axe. Then
I put some com in the center of the
clearing. At first, none of the hogs
would take the com. Then after a
few days, some of the young ones
would come out, snatch some com,
and then scamper back into the un­
derbrush. Then the older ones began
taking the com, probably figuring
that if they didn't get it, some of the
other ones would. Soon they were all
eating the com. They stopped grub­
bing for acorns, and roots on their
own. About that time, I started
building a fence around the clear­
ing, a little higher each day. At the
right moment, I built a trap door
and sprung it. Naturally, they
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squealed and hollered when they
knew I had them, but I can pen any
animal on the face of the earth if I
can first get him to depend on me for
a free handout!"

Please keep that story in mind as I
talk about Rome and draw some
important parallels between Roman
history and America's situation to­
day.

Roman civilization began many
centuries ago. In those early days,
Roman society was basically ag­
ricultural, made up of small farmers
and shepherds. By the second cen­
tury B.C., large-scale businesses
made their appearance. Italy be­
came urbanized. Immigration accel­
erated as people from many lands
were attracted by the vibrant
growth and great opportunities the
Roman economy offered. The grow­
ing prosperity was made possible by
a general climate of free enterprise,
limited government, and respect for
private property. Merchants and
businessmen were admired and
emulated. Commerce and trade
flourished and large investments
were commonplace.

Historians still talk today about
the remarkable achievements Rome
made in sanitation, public parks,
banking, architecture, education,
and administration. The city even
had mass production of some con­
sumer items and a stock market.
With low taxes and tariffs, free

trade and private property, Rome
became the center of the world's
wealth. All this disappeared, how­
ever, by the fifth century A.D., and
when it was gone, the world was
plunged into darkness and despair,
slavery and poverty. There are les­
sons to be learned from this course
of Roman history.

Why did Rome decline and fall? In
my belief, Rome fell because of a
fundamental change in ideas on the
part of the Roman people-ideas
which relate primarily to personal
responsibility and the source of per­
sonal income. In the early days of
greatness, Romans regarded them­
selves as their chief source of in­
come. By that I mean each indi­
vidual looked to himself-what he
could acquire voluntarily in the
marketplace-as the source of his
livelihood. Rome's decline began
when the people discovered another
source of income: the political
process-the State.

When Romans abandoned self­
responsibility and self-reliance, and
began to vote themselves benefits, to
use government to rob Peter and pay
Paul, to put their hands into other
people's pockets, to envy and covet
the productive and their wealth,
their fate was sealed. As Dr. Howard
E. Kershner puts it, ~~When a self­
governing people confer upon their
government the power to take from
some and give to others, the process
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will not stop until the last bone of
the last taxpayer is picked bare."

The legalized pIunder of the
Roman Welfare State was undoubt­
edly sanctioned by people who
wished to do good. But as Henry
David Thoreau wrote, ((If I knew for
certain that a man was coming to
my house to do me good, I would run
for my life." Another person coined
the phrase, ((The road to hell i~

paved with good intentions." Noth­
ing but evil can come from a society
bent upon coercion, the confiscation
of property, and the degradation of
the productive.

In 49 B.C., Julius Caesar trimmed
the sails of the Welfare State by
cutting the welfare rolls from
320,000 to 200,000. But forty-five
years later, the rolls were back up to
well over 300,000. A real landmark
in the course of events came in the
year 274. Emperor Aurelian,
wishing to provide cradle-to-grave
care for the citizenry, declared the
right to relief to be hereditary.
Those whose parents received gov­
ernment benefits were entitled as a
matter of right to benefits as well.
And, Aurelian gave welfare recipi­
ents government-baked bread (in­
stead of the old practice of giving
them wheat and letting them bake
their own bread) and added free salt,
pork, and olive oil. Not surprisingly,
the ranks of the unproductive grew
fatter, and the ranks of the produc­
tive grew thinner.

I am sure that at this late date,
there were many Romans who op­
posed the Welfare State and held
fast to the old virtues ofwork, thrift,
and self-reliance. But I am equally
sure that some of these sturdy peo­
ple gave in and began to drink at the
public trough in the belief that if
they didn't get it, somebody else
would.

Someone once remarked that the
Welfare State is so named because, in
it, the politicians get well and you
pay the fare! There is much truth in
that statement. In Rome, the em­
perors were buying support with the
people's own money. After all, gov­
ernment can give only what it first
takes. The emperors, in dishing out
all these goodies, were in a position
to manipulate public opinion. Alex­
ander Hamilton observed, ((Control
of a man's subsistence is control of a
man's will." Few people will bite the
hand that feeds them!

Civil wars and conflict of all sorts
increased as faction fought against
faction to get control of the huge
State apparatus and all its public
loot. Mass corruption, a huge
bureaucracy, high taxes and bur­
densome regulations were the
order ofthe day. Business enterprise
was called upon to support the grow­
ing body of public parasites.

In time, the State became the
prime source of income for most peo­
ple. The high taxes needed to fi-
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nance the State drove business into
bankruptcy and then nationaliza­
tion. Whole sectors of the economy
came under government control in
this manner. Priests and intellectu­
als extolled the virtues of the al­
mighty emperor, the Provider of all
things. The interests of the individ­
ual were considered a distant second
to the interests of the emperor and
his legions.

Rome also suffered from the bane
of all welfare states, inflation. The
massive demands on the govern­
ment to spend for this and that
created pressures for the creation of
new money. The Roman coin, the
denarius, was cheapened and de­
based by one emperor after another
to pay for the expensive programs.
Once 94% silver, the denarius, by
268 A.D., was little more than a
piece of junk containing only .02%
silver. Flooding the economy with
all this new and cheapened money
had predictable results: prices
skyrocketed, savings were eroded,
and the people became angry and
frustrated. Businessmen were often
blamed for the rising prices even as
government continued its spend­
thrift ways.

In the year 301, Emperor Diocle­
tian responded with his famous
UEdict of 301." This law established
a system ofcomprehensive wage and
price controls, to be enforced by a
penalty of death. The chaos that
ensued inspired the historian Lac-

tantius to write in 314 A.D.: ttAfter
the many oppressions which he put
in practice had brought a .general
dearth upon the empire, he then set
himself to regulate the prices of all
vendible things. There was much
bloodshed upon very slight and tri­
fling accounts; and the people
brought provisions no more to mar­
kets, since they could not get a rea­
sonable price for them; and this in­
creased the dearth so much that at
last after many had died by it, the
law itself was laid aside."

All this robbery and tyranny by
the State was a reflection of the
breakdown of moral law in Roman
society. The people had lost all re­
spect for private property. I am re­
minded of the New York City black­
out of 1977, when all it took was for
the lights to go. out for hundreds to
go on a shopping spree.

The Christians were the last to
resist the tyranny of the Roman
Welfare State. Until 313 A.D., they
had been persecuted because oftheir
unwillingness to worship the em­
peror. But in that year they struck a
deal with Emperor Constantine,
who granted them toleration in ex­
change for their acquiescence to his
authority. In the year 380, a sadly­
perverted Christianity became the
official state religion under Emperor
Theodosius. Rome's decline was like
a falling rock from this point on.

In 410, Alaric the Goth and his
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primitive Germanic tribesmen as·,
saulted the city and sacked its trea··
sures. The once-proud Roman army,.
which had always repelled the bar··
barians before, now wilted in the
face of opposition. Why risk life and.
limb to defend a corrupt and decay··
ing society?

The end came, rather anti-climac··
tically, in 476, when the German
chieftain, Odovacer, pushed aside
the Roman emperor and made him··
self the new authority. Some say
that Rome fell because of the attack
by these tribes. But such a claim
overlooks what the Romans had
done to themselves. When the Van··
daIs, Goths, Huns and others
reached Rome, many citizens actu­
ally welcomed them in the belief
that anything was better than their
own tax collectors and regulators. ][
think it is accurate to say that Rome
committed suicide. First she lost her
freedom, then she lost her life.

History does seem to have an un­
canny knack of repeating itself. If
there's one thing we can learn frOIIl
history, it is that people never seenl
to learn from history! America is
making some of the same mistakes
today that Rome made centuries
ago.

In many ways, the American Wel­
fare State parallels the Roman Wel­
fare State. We have our legions of
beneficiaries, our confiscatory taxa­
tion, our burdensome regulation,

and of course, our inflation. Let me
talk specifically about inflation,
which I regard as the single most
dangerous feature of life today.

Everyone says he is against infla­
tion. Every president has his war on
it. Yet it rages on. Why? For two
reasons. One, most people, espe­
cially those in high places, don't
really know what it is. And two, an
inflationary mentality pervades our
society.

Defining inflation properly is crit­
ical to our understanding of it. The
typical American thinks inflation is
ttrising prices." But the classical,
dictionary definition of the term is
~tan increase in the quantity of
money." In this discussion, changing
the definition changes the res[XJnsi­
bility! If you believe that ttinflation"
is Hrising prices," and then ask,
uWho raises prices?" you'll probably
say that ~tBusiness raises prices, so
business must be the culprit." But if
you definettinflation" as t~an in­
crease in the quantity of money,"
and then ask, t~Who increases the
money supply?" you are left with
only one answer: GOVERNMENT!
Until we understand who does it,
how can we ever stop it?

Why does government inflate the
money supply? By far the main rea­
son is that people are demanding
more and more from government
and don't want to pay for it. This
causes government to run deficits,



652 THE FREEMAN

which are largely made up by the
expansion ofmoney. It follows, then,
that inflation will not stop until the
American people restore the old
values of self-responsibility and re­
spect for private property.

Let me show you how our Welfare
State mentality has ballooned the
federal budget. In 1928, the federal
government spent a grand total of
$2.6 billion. In the current fiscal
year, it will spend over $530 billion.
The accumulated red ink for the
past five years is over $200 billion.

I've cited on other occasions a wel­
fare recipient's letter to her local
welfare office: ((This is my sixth kid.
What are you going to do about it?"
Implicit in that letter was the notion
that the individual's problems are
not really his at all. They're soci­
ety's. And if society doesn't solve
them, and solve them fast, there's
going to be trouble. I submit that our
economy can withstand a few
thousand, or even a million people
who think that way, but it cannot
bear up under tens of millions prac­
ticing that destructive notion. To­
day, what business, what school,
what union, what group of individ­
uals is not either receiving some
special favor, handout or subsidy
from government or at least seeking
one? There's no longer any reason to
wonder why we have inflation.

According to Dr. Hans Sennholz of
Grove City College, the develop-

ment of the American Welfare State
has come in two phases. In the first
pha~,roug~yfromthetwmoffue

century to 1960, we relied mainly on
ever-increasing tax rates to finance
the expensive government pro­
grams. The top tax rate went from
24% to 65% under Herbert Hoover
and to 92% under Franklin D.
Roosevelt. The decade of the 1950s
was one of stagnation under the~

oppressive, capital-confiscating
rates. So we had to find a supple­
mentary method to raise the needed
revenue. The second pha~ of the
Welfare State began in the 1960s,
with a deliberate policy of massive,
annual deficits in the federal budget
and an addiction to the printing
press. The demands to spend for this
and spend for that, which I have
mentioned above, have merely pro­
vided the fuel for these massive de­
ficits.

America's dilemma is certainly of
crisis proportions. We face collapse
and dictatorship if inflation is not
stopped and the growth of govern­
ment is not checked. But Rome's fate
need not be ours. Our problems stem
from destructive ideas, and if those
ideas are changed, we can reverse
our course. A nation that can put a
man on the moon can resolve to
mold a better future. Let's reject the
destructive notions of the Welfare
State, and embrace the uplifting
ideas of freedom, self-reliance, and
respect for life and property. ,



Robert G. Anderson

THE
ASSAULT

ON CAPITAL

ONE of the sad political paradoxes of
our times is the simultaneous as··
sault on capital throughout the
world and the continual clamor,
often from the same sources, for
greater worldwide prosperity.

Perhaps the affiiction can best be
described as upolitical schizophrenia."
Political rhetoric extols the vir··
tues of the good life and greater
material abundance for humanity,
and yet, in the next outburst, at··
tacks the very foundation of such a
society. The demagoguery and non­
sense of such political outbursts are
most discouraging to those who un­
derstand the economic policies re­
quired for human progress.

Mankind's evolution into thE~

modern era of the industrial society
was not an historical accident. It
was, instead, the direct result of
forces that brought into existencE~

the private property order and its
concomitant free market economy.

Mr. Anderson Is Executive secretary of The Founda·
tlon for Economic Education.

The market system of social organi­
zation opened to man the full poten­
tial ofthe social division oflabor and
the efficient employment of the
scarce economic resources at his dis­
posal.

The history of material progress
relates directly to an increase in
productive capacity. Material ad­
vancement for mankind simply
means, ((getting more goods out of
the woods!" And from the dawn of
human existence this process has
been primarily accomplished
through the substitution of capital
for human energy in the means of
production.

What distinguishes a so-called
((rich nation" from a upoorer nation"
is the abundance of productive capi­
tal employed in the social division of
labor. The productive output of a
worker moving dirt with his bare
hands can hardly be compared with
the accomplishments of a worker
operating a giant bulldozer. The
capital tools with which they work

653
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make the difference. While greater
work effort and better work
techniques have certainly contrib­
uted to greater productive output,
the accumulation of ever-greater
quantities of capital employed in
production has been the essential
Ukey" to prosperity.

The ((key" to greater prosperity,
therefore, is more capital. Societies
become rich because individuals
within the society become more pro­
ductive. And this greater productiv­
ity of the individual is attainable
only through the effective employ­
ment of more capital-multiplying
the product ofhis efforts through the
use of tools.

The assault on capital throughout
the world today has become a direct
attack on man's material prosperity.
Even worse is the planned and sys­
tematic destruction, through politi­
cal interference, of the institutions
that are essential to the creation of
capital. This combination of con­
suming accumulated capital and de­
stroying any incentive to replace
capital is leading to the im­
poverishment and suffering of mil­
lions ofpeople throughout the world.

For an example ofwhat is happen­
ing, look at the United States, the
((richest" nation in the world today
in terms of the material well-being
of the people. It attained this envi­
able status as a result of a lengthy
historical record of being ((friendly"
to the accumulation of capital.

Throughout the nineteenth and
early twentieth centuries, millions of
individuals were drawn to the
United States by the vast oppor­
tunities for personal economic ad­
vancement.

Phenomenal Growth .

From the period following the end
of the Civil War in 1865 until the
beginning of World War I, unbeliev­
able change and advancement took
place in the United States. The de­
gree of individual freedom that pre­
vailed during this period led to an
expansion of economic activity and
an accumulation of capital un­
matched in human history. Neither
before nor since has a more rapid
rate ofgrowth been experienced by a
group of people than during the
twenty years from 1870 to 1890
when the real incomes of the people
more than doubled.

During this same period of
phenomenal growth in prosperity,
entire new industries were born.
The oil industry, railroads, electric­
ity, and modern steel making are
among the better known examples.
Methods of agriculture, which had
remained unchanged from the dawn
of history, were radically altered.
The introduction of capital equip­
ment vastly increased the productiv­
ity of the individual farmer in the
planting and harvesting of his crops.

This remarkable era of economic
freedom and improvement also
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brought other changes in the struc­
ture of life and industry. The pro­
ductive employment of increasing
quantities of capital literally an­
nihilated many ancient and estab­
lished industries. We may look back
now with amusement at some of the
individual failures that occurred in
those early days, from the prairie
schooner to the pony express. But
with the individual's freedom to fail
came also the chance for success.
Man's creative energies were un­
leashed in such a setting ofeconomic
freedom, and the outcome was a.
material progress that became the
envy of the world.

Reaction to Change

In 1859 Colonel Edwin Drake suc·,
cessfully drilled for oil in Western.
Pennsylvania, and the petroleum
industry was born. The subsequent
competition of kerosene took a.
heavy toll on the whaling industry
of New England. But what electric­
ity later did to the candlestick mak·,
ers, and the internal combustion en­
gine did to the blacksmiths and
horsebreeders was even more devas,·
tating to the old ways. The changes
imposed by economic progress werE~

dramatic, to say the least.
The point is that this entire trans,·

formation of society was made pos··
sible only because individuals pos··
sessed economic freedom, and wen:~

able to freely accumulate and
employ the needed capital to com-

pete against existing industry. And
while greater prosperity was a di­
rect result, so too was the demise of
the old ways. The price of prosperity
is always change, and for many the
price seems too high.

A reaction to such rapid change
may have been inevitable. In any
event, such a reaction has been most
evident in the United States during
these past fifty years. Powerful
political forces have assaulted, di­
rectly and indirectly, both individual
freedom and private property in an
attempt to upreserve" the status
quo. Disguised as ((progressive pro­
grams" to benefit ((the people," polit­
ical intervention is consuming the
wealth of the citizenry and hamper­
ing the incentive to replace it.

The source of the· wealth and
material abundance of the United
States citizen today is to be found in
the accumulations of private capital
made possible in an earlier era. The
continued prosperity stems from the
momentum of the past, not from the
political intervention of recent
years. The losses of individual free­
dom have been so gradual and sub­
tle that perhaps only within the past
decade are there clear signs of a
declining standard of living.

It is of the utmost urgency that
this development be seen. Given the
dynamic history ofeconomic freedom
and prosperity that was once the
hallmark of the United States, the
identity of these recent destructive
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forces must be disclosed-at home,
as well as· abroad. The people of
other nations, who would emulate
the United States, otherwise might
misconstrue these forces to be the
causes of our wealth today. To pat­
tern political intervention after the
example of the United States gov­
ernment today would be nothing
less than a human tragedy. The re­
surrection of individual liberty and
continued material prosperity de­
mands the repudiation of this inter­
vention, and not its expansion.

Capital Accumulation

The ttkey" to prosperity is capital.
To consume more, a people must
first produce more, and to produce
more requires more and better tools.
Real economic growth is a direct
consequence of ever-greater quan­
tities of capital being employed in
the tools of production.

The greatest service a govern­
ment can render its citizenry is to
safeguard and encourage this process
of capital accumulation. Protecting
the lives and property of citizens by
keeping the peace is absolutely vital
to an orderly society. The law thus
serves as an instrument of justice.
Such a government has always en­
joyed the popular support of its
citizenry, for in a society of peace
and harmony, the individual citizen
is freed to produce and serve the
consumer through the market.

In the United States today gov-

ernment is far more engaged in
plundering property and controlling
people's lives than in pursuing its
traditional role of protecting life and
property. In the name of Uprogres­
sive government," we see the law
being used in the most reactionary
way to destroy private capital and
human liberty.

The accumulation of capital re­
quires both productive effort and
saving on the part of individuals.
There is an old adage that Uanyone
can make money-it's keeping it
that is difficult." The point is that
saving rather than consuming will
occur only if there exists an incen­
tive to do so. Production and saving
requires the personal sacrifice of not
consuming. Only when the potential
for greater future consumption can
be clearly seen from saving and
working today, will individuals will­
ingly produce and save. As the
theoretical economist usually states
it,-ttall other things being equal,
leisure and consumption are pre­
ferred over work and saving!"

Government intervention in the
United States during the past fifty
years has time and again under­
mined this process of production and
capital accumulation. While no one
law or policy can be isolated as the
cause of our lost freedoms and fall­
ing standard of living, the com­
bined intervention is generating a
burden that is destroying the mate­
rial welfare of society.
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The manner of government's as­
sault on capital is varied, but of all
these actions, nothing inflicts more
damage on productive effort, saving,
and capital accumulation than a pol­
icy of monetary inflation. The in­
sidious effects of inflation disrupt
the entire pricing structure of the
market, the sole guide for the ac­
tions of traders in the marketplace.

The destruction of money through
a policy of inflation consumes every
form of monetary saving. Individ­
uals quickly learn the bitter conse­
quence of conserving money in the
form of bonds, savings accounts, or
cash balances. Monetary holdings of
liquid capital become nothing but
certificates of guaranteed confisca.­
tion of wealth.

Inflation Disrupts Market and
Consumes Capital

The.disruption of the price system
through inflation generates awe~­

some losses of capital. Both consmIll­
ers and producers are led into
economic chaos. The false signals of
inflated prices alter the allocation of
economic resources in production
and encourage artificial levels of
consumption. The ultimate result is
a general impoverishment, as capi­
tal is taxed and destroyed.

Inflation imposes a heavy penalty
tax on productive activity. Any in­
centive to employ capital in produ(~­

tive activity is soon lost to the ur­
gent necessity of preserving what

little capital remains. Individuals
turn to speculation in an effort to
survive.

The result is not economic survi­
val, but instead market disruption
and capital consumption. Money
markets no longer perform the func­
tion of serving producers and con­
sumers, but instead become devices
for speculators. Long-term capital
markets vanish with the creditors,
as everyone tries to become a debtor.
The order of the day in an age of
inflation is to consume capital in
~~things"before it is consumed by the
ravages of inflation.

Inflation's message is clear to all.
Increase consumption, save nothing.
The outcome is the inevitable de­
struction of accumulated" capital
with no incentive to replace it. The
tragic price is lost prosperity.

While inflation is one of govern­
ment's oldest weapons in the assault
on capital and productive effort, it is
by no means the only tool of such
destruction. A multitude of laws,
edicts, and policies are joined in the
attack.

In the United States, modern tax
theory often is more concerned with
penalizing capital or redistributing
wealth from savers to spenders than
with the acquiring of public funds.
The federal inheritance tax is a clas­
sic example of such a practice, many
larger estates being wholly con­
sumed by the tax rather than trans­
ferred to the heirs.
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The accumulation of private capi­
tal and its productive employment is
the cornerstone of an advancing
market economy. Inheritance taxes
have consumed untold billions of
dollars that would· otherwise have
been productively employed. Pro­
ductive individuals are left with no
choice but to consume their wealth.
Luxury cars, fancy yachts, and exo­
tic homes have replaced job-creating
productive investments. Enjoy it
today rather than have it taxed
away tomorrow becomes the rule of
productive people confronting such
confiscatory tax policies.

The Impact of Taxes

The taxation of corporations is
another weapon in the assault on
capital. While a corporation, as a
legal entity, can be a collector of
taxes, the burden of corporate taxes
must always fall upon the corporate
owners, employees, customers, or
some combination of these three.
The corporation is merely an in­
stitutional entity productively
employing the capital of its owners.
The result of corporate taxation is a
political transfer of capital away
from private corporate use and pro­
ductive employment.

The individual income tax is
another example of a tax policy that
is specifically structured to discour­
age productive activity and capital
accumulation. The percentage rate
of taxation on personal incomes is

highly graduated, assuring an ever­
larger seizure of the private capital
of those who are most productive.
Wealthy individuals are subject to a
Federal income tax rate of up to
seventy per cent, a rate that imposes
a severe penalty on the expansion of
productive capital and work effort.

Perhaps the most subtle tax
against capital, in the sense that it
silently erodes the personal incen­
tive to save, is the social security
tax. This tax transfers wealth from
productive workers to the elderly
members of society in retirement
and thereby reduces the personal
concern for one's welfare in old age.
The expectation of a government
source of income in later years thus
leads to a reduction in personal sav­
ings.

But inflation and taxation are
only the beginning of government's
assault on productive capital. The
competition for votes among politi­
cians has led to a mass of legislation
providing all manner of special­
interest political largess. The redis­
tribution of wealth. through the
political process has become firmly
entrenched in the United States.
Every sector of society is clamoring
for more. Everyone is plundering
everyone with the cry that, ttwe're
paying for it, so let's get our fair
share." The result is a society of
political victims and beneficiaries,
all using the political process to
further consume private capital.
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Such a system breeds politicians
rather than statesmen. Politicians:,
responding to a H now mentality"
among voters, win elections. The
statesman, expressing concern for
the future consequences of such
political plunder, is the loser at the
polls. The result is that democracy
becomes synonymous with dem,·
agoguery, a vehicle for the politi·
cal plunder of capital.

The Welfare State

This political transformation is
well illustrated in the United States
by the growth of the welfare state.
Vast quantities of capital are being
transferred today through the polit··
ical process from those who work to
those who don't. Without exception,
every welfare reform increases the
individual's incentive to choose Iei-·
sure over work. Low-productivity
labor is literally priced out of thE~

market by the welfare benefits from
the state.

The withdrawal of welfare recipi­
ents from the labor market stalls the
further creation of capital. The
heavy burden upon the productive
persons who support the welfare
programs again drains the capital so
essential to progress. The bias
against work and against the pro,·
ductive employment of savings is a
built-in wedge hampering economic
growth.

The final assault against capital,
and against the very structure of thE~

market economy itself, comes by
way of direct controls upon prices
and wages. As long as market prices
remain free to reflect the actions of
traders, the market can absorb mas­
sive doses of hostile government in­
tervention. The assault against cap­
ital from inflation, taxation, and the
redistribution ofwealth through the
political process certainly reduces
the magnitude of productive capital,
and thus the material standard of
living. But these forms of govern­
ment intervention do not in them­
selves destroy the essence of the
market process.

The imposition of direct wage and
price controls, however, terminates
the market price system of allocat­
ing economic resources. The eco­
nomic freedom of buyers and sell­
ers to engage in voluntary ex­
change on their own terms is denied.
The result of such government in­
tervention is the massive destruc­
tion of capital and productive effort.

There is, of course, even under
wage and price controls, some es­
cape from the economic chaos that
the controls inevitably generate.
The escape route is by way of ublack
markets." While ublack markets"
are merely the practice of freedom of
choice among traders when their
liberties have been denied by the
state, such illegal markets can
never attain the efficiency of free
and open competition.

A point to remember about
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government-imposed wage and price
controls is that governments don't
control wages and prices, they con­
trol people. A price or wage control
is simply a disguised way ofdenying
the voluntary choices of traders. The
establishment of government­
imposed prices or wages below or
above the market rate assures
either shortages or surpluses, and
the loss of freedom.

With a government biased against
capital, the direct controls are
nearly always established below the
market for prices, and set above the
market for wages. The result is the
certain destruction of capital pro­
ductively employed and the creation
of a permanent barrier to new pro­
ductive activity.

Wage and Price Controls

The imposition of wage and price
controls by government always
creates an allocation crisis. In the
United States today an ((energy
crisis" exists in the form of uncer­
tain gasoline supplies. The reason is
simply explained. The price of retail
gasoline is established by govern­
ment rather than by the voluntary
actions of buyers and sellers. And
the government-imposed legal price
is now less than market prices. With
demand exceeding supply at this
government-imposed price, arbi­
trary limits on gasoline sales and
long lines before the pump are inevi­
table.

Price and wage controls symbolize
the end of the market economy and
individual freedom of choice. Such
government interference transforms
society from a nation of free traders
into a society of regulated consum­
ers and plundered producers. The
imposition of direct controls upon
the market process is truly the final
assault on capital and the private
property order.

Far advanced in the United States
today is the economic chaos and de­
struction ofcapital that government
inflicts upon society through infla­
tion, taxation, transfer policies, and
direct controls. There are serious
threats of private property seizure
through nationalization and the
erection of economic barriers to
international trade. The market
economy which had brought forth
prosperity in an atmosphere ofpeace
and harmony is becoming a battle­
ground of internal conflict. Bitter­
ness and disillusionment are ex­
pressed everywhere one turns in the
United States.

Ifthe assault on capital continues,
the result will be, not the good life
that is enjoyed today, but conflict,
hardship, and a return to poverty.

So the people of the United States
stand at a point of decision-either
to abandon the private property
order for socialism, or to return to
freedom and the free market. Two
points must be clear. First, it must
be understood that prosperity can
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only come through freedom, and
second, that the political institu··
tions of society must support this
freedom rather than deny it.

Throughout the world are tens of
thousands of individuals who under··
stand this relationship between
prosperity and freedom. In addition,
literally millions of individuals have
been the beneficiaries of the pros··
perity and material abundance
market economies have provided.
The world has seen and experienced
the good life under freedom. It is
inconceivable that such a system of
social organization could ever bE~

abandoned for the impoverishment
and serfdom of socialism.

The intellectual arguments that
have been advanced in defense of
socialism are bankrupt. Socialism
has been a dismal failure wherevel"
tried or found. From the slaughter­
ing of Kulaks by Stalin to the
holocaust of Cambodia today,
socialism has been synonymous
with human misery and death.
Socialism is not the wave of the
future. It is the sickness of the past..

The way of the future is freedom.
The assault on capital is too costly to
be continued. There are signs that
the intellectual tide has turned in
favor of freedom. There are signs of
dwindling support for overextended
government, as individuals demand
to be free.

Freedom will prevail becaus.~

freedom works. The creative poten-

tial of individuals in sovereign con­
trol over their own lives· and prop­
erty is an established fact. The
hampering of productive people
through the assault on their capital
will be repudiated. The failure of
socialism and overextended gov­
ernment will be the great lesson
learned from the twentieth century.

The people of the United States
have enjoyed freedom of choice for
over two hundred years, and it must
never be forgotten that the market
society they created was the
generating source of the great
wealth that exists today. The de­
struction of the market order, like
any social order, occurs slowly. To
mistake what is occurring in the
United States today as a source of
this nation's wealth and material
abundance would be the ultimate
human tragedy.

What good life still prevails is in
spite of the government policies of
these past fifty years, and not be­
cause of such intervention. A nation
of great wealth may be able to sus­
tain an assault on its capital for
a while, but to the poorer nations of
the world such an assault would be
instantly fatal.

The lesson to be learned is simple.
It is that the hope ofthe future is not
to be found in government manage­
ment of the economy. Future pro­
ductivity depends upon the individ­
ual, and it can be brought forth
whenever he is free. @



P. Dean Russell

THE ILLUSION
BEHIND

GOVERNMENT
AID

IN 1849, the French legislator, Fre­
deric Bastiat, said that the French
people are ~~the dupes of one of the
strangest illusions which has ever
taken possession of the human
mind." He was referring to the belief
that government itself is a primary
source of goods and services that can
be used to increase the material
well-being of the people.

When we are dissatisfied with our
lot, said Bastiat in his essay THE
STATE, we turn to government to
get the products and services we
want. He listed various laws and
programs-in-aid that the French
people were demanding from their
government in 1849. Among them
were minimum wages, protection
from competition at home and
abroad, government funds at low
interest, free professional education,
lower taxes, disaster relief pro­
grams, subsidies for both agricul-

Dr. Ru..... I. Prof••sor of Manag.m.nt, Unlv.rslty
of WI.con.ln at La Cro••••

662

ture and industry, old age pensions,
and many similar programs that the
French people thought their gov­
ernment should sponsor some 130
years ago.

Bastiat continued, uAll of us are
petitioning THE STATE in this
manner.... But THE STATE has no
means of granting privileges to
some without adding to the labor of
others."

Then Bastiat gave us this defini­
tion of government: uTHE STATE is
the great fiction through which
everybody endeavors to live at the
expense of everybody." He said that
this ~~great fiction" was doing great
harm to the French people and na­
tion.

Could this absurd concept of
government-everybody living at
the expense of everybody else-ever
become prevalent in the United
States? Well, today more than 130
million Americans are directly de­
pendent on tax dollars, in one form
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or another for at least a part of their
incomes. That's more than halfofus..

Included in the 130 million people
who are now living at the expense of
everybody are local, state, and fed··
eral employees and their depen..
dents, armed forces personnel and
dependents, everyone (and their de··
pendents) receiving any form of di··
reet cash payment from government,
e.g., government pensions of all
types and aid to families with de­
pendent children.

Not included are recipients of
Medicare and Medicaid, food.
stamps, and similar ttin kind" pro··
grams. Including them would result
in considerable double counting..
Also not included are the millions of
persons (and their dependents) who
work for private companies under
government contracts, even though
the source ofmost oftheir incomes is
government. Nor does the ·figure in·
elude the millions of foreigners who
receive direct support from our
taxes. Nor does it include those per­
sons whose jobs are based indirectly
on government aid programs, e.g.,
doctors who get a share of their in­
comes from Medicare patients. Thus
the figure of more than 130 million
Americans who are totally or par­
tially dependent on government for
their livelihoods is surely not
exaggerated.

Understandably, the· recipients
and supporters of these government
programs are quick to defend them

on both economic and moral
grounds, especially moral grounds.
Shouldn't hungry children be fed?
Shouldn't elderly people (most of
whom paid Social Security taxes
when they were younger) be main­
tained with some dignity in their old
age? Do you begrudge a veteran his
pension? Shouldn't farmers be
guaranteed at least a mininum in­
come through parity prices? And so
on, through literally hundreds of
similar government-administered
programs that take resources from
people who produced them and give
them to people who didn't.

I'm not here either condemning or
defending any of these programs;
some of them do provide valuable
services. I'm merely pointing out the
fact that far more than half of us
American people (130 million) are
now living totally or partially at the
expense of fewer than half of us (90
million). And the number of those
who get the money (as well as the
amount) is constantly increasing. At
some point, the producers will sim­
ply refuse to support the non­
producers. In truth, they won't really
have a choice in the matter; for
there just won't be enough produced
to go around.

I suspect that this breaking-point
has already been reached. It's prob­
ably the primary reason for the in­
creasing growth of the (tsubterra­
nean economy" for exchanging our
products and services. This non-
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taxed market system of exchange
includes cCmoonlighting" electricians
and plumbers and service people in
all categories who take their pay in
unrecorded cash. Estimates of the
size of this cash-and-barter economy
range from $200 billion to $300 bil­
lion, perhaps as much as 10 to 15 per
cent of our Gross National
Product-and it's growing rapidly.
Most of the people who deal in this
market are not crooks but law­
abiding citizens who are trying to
keep for themselves a reasonable
proportion. of what they produce.
That's what the taxpayers are say­
ing to the lawmakers when they
vote for (proposition 13's," and de­
mand that their state legislators
also endorse aeonvention for the
purpose of amending our Constitu­
tion to restrict taxes by putting a
limit on federal government spend­
ing.

This strange illusion that we can
live at the expense of someone else
is, I'm convinced, the sole cause of
the governmental programs and ac­
tions that, in turn, have brought on
the disastrous inflation we have. It's
simply impossible for all of us to live
at the expense of all of us, or even for
half of us to live at the expense of
the other half. As Bastiat said, gov­
ernment is a construct, i.e., in the
area of real goods and services, it
produces nothing, but acts merely as
a transfer mechanism. And since
government produces nothing, it

can't give anything to anyone (in­
cluding even basic police protection)
without first taking the required
funds from someone else in one way
or another.

The surreptitious transfer-method
now increasingly favored by our
leaders, i.e., taking goods and ser­
vices indirectly from everyone by the
concealed process of printing addi­
tional money to buy the goods from
private producers, doesn't alter the
basic process. In fact, since the
added money doesn't represent any
production at all, it makes the situa­
tion worse by driving up the price of
everything that is produced.

The Hstrange illusion" identified
by Bastiat some 130 years ago is at
the heart of most of the social and
economic ills we American people
are now suffering. Before we can
deal with our inflation, our short­
ages, and other related problems,
however, we must first understand
that our government can't really
guarantee a material level of living
to anyone-not permanently and
with a reliable guarantee, it can't.
When we finally accept that fact,
we'll close down the government­
owned and destructive C(money
machine" and take whatever mea­
sures are necessary to speed up the
constructive and privately-owned
(Cproduction machine" that is the
only possible source of increased
goods and services for the American
people in general. @



The Case for the
Minimal State

Henry Hazlltt

•n
SINCE at least as far back as Plato,
many of the world's great minds
have devoted themselves to thE~

problems of politics. But they have
not come up with any answers that
have satisfied more than a narrovI
and transient majority in some
country here or there. Today there
are about 150 national governments
in the world; but no two operate on
exactly the same principles. Ifa free
expression of opinion could be ob­
tained in anyone country, it would
probably be found that at least a
substantial minority was unhappy
with some important part of the
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existing political arrangement or its
operation.

We may distinguish at least three
major political problems, which
have existed since the beginning of
time:

1. Should there be a government
at all, and if so, exactly what should
be the extent and nature of its per­
mitted powers? Should these powers
be precisely specified and limited, or
is there an indeterminate area be­
tween certain minimum and
maximum powers that may safely
be left to popular choice?

2. Once the proper limits to the
province and powers of the state
have been decided upon, how can we
stop the politicians in office from
using their existing powers to ex­
tend and increase their powers?

3. By what method should the
holders of office and power be cho-

665
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sen? For what terms, and so forth?
How should their individual powers
be allotted and delimited; and what
provision should be made to assure
that they responsibly execute those
powers and no others?

It will be noticed that the political
problem is twofold. It is not only to
find what the best arrangements
would be for choosing or changing
political leaders or their powers, but
for assuring that these arrange­
ments are adhered to. This is one of
the chief reasons (if not the chief)
why the political problem has al­
most nowhere been better than tem­
porarily solved. The ambition of
men :for political power has im­
memorially led them not only to
demagoguery and deceit, but to
force, war and murder, to achieve
and increase it. It is because of this
that I have elsewhere raised the
questionwhether the principal prob­
lems of politics are in fact solvable.
eCls Politics Insoluble?" Modern Age,
Fall 1976.)

This is not on its face an encourag­
ing quest. But the answer is so im­
portant for the future of mankind
(let alone the immediate future of
our own country) that we are bound
to extend every effort to try to get as
near to a workable solution as we
can.

One promising procedure is to ex­
amine the answers that have been
offered historically by the great
political thinkers ofthe past to try to

determine where they went wrong
or what .important problems they
neglected to answer. We could do
this chronologically beginning with
the earlier answers, but I think it
would be more interesting if we
began with one of the latest answers
and tried to find whether it satisfied
us, and if not, why.

So I shall begin by examining the
answer offered by Professor Robert
Nozick of Harvard in 1974 in his
book Anarchy, State, and Utopia.
This book has attracted more atten­
tion than any other in the last five
years that attempted to solve the
problem ofthe proper province ofthe
state. It won the National Book
Award in 1975.

Away from Anarchy

Not least interesting about it is
that it begins with a patient and
open-minded discussion of an­
archy-of the possibility of get­
ting along with no government at
all. It considers the suggestion ofthe
New Anarchists, for example, that
honest and peaceable citizens could
solve the problem of protecting their
property and persons by joining and
paying dues to private protective
associations. Nozick shows how
there would tend to grow up compet­
ing protective associations, that
some of these might be little better
than gangster associations, that
some would be stronger than others,
that it would not give anyone
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adequate protection to become a
member of one of the weaker associ­
ations, and that in time one associa­
tion would tend to establish a
monopoly. But if such an association
had the power of excluding some
people from membership, or failed to
act with complete morality and im­
partiality, it would be intolerable.
Hence society would be forced to
adopt a ((minimal" state.

Nozick announces his main con­
clusions on the very first page of his
Preface:

nour main conclusions about the
state are that a minimal state, liml­
ited to the narrow functions of pro­
tection .against force, theft, fraud,
enforcement of contracts,and so on,

I is justified; that any more extensive
,state will violate persons' rights not
to be forced to do certain things, and
is unjustified; and that the minimal
state is. inspiring as well as right.
Two noteworthy implications are
that the state may not use its coer­
cive apparatus for the purpose of
getting some citizens to aid others,
or in order to prohibit activities to
people for their own good or protee­
tion."

Now, this conclusion, though :it
would be regarded as extreme not
only by popular opinion but by the
great majority of political writers in
every country today, is one that has
a respectable history, and will be
regarded sympathetically by a large
number of declared libertarians.

But I am troubled, most of the
time, by the kind of arguments by
which Nozick reaches his conclu­
sion. Going a little further, I am fre­
quently troubled by Nozick's style.
It seems at times almost deliber­
ately obscure. It is interrupted by
diversions, digressions, paren­
theses, involutions, excessive foot­
notes-by a sort of self-heckling.
He constantly confronts us with log­
ic-chopping, with technicalities, and
with abstractions without any help­
ful concrete references or illustra­
tions.

Natural Law

Coming to problems of substance,
I am bothered by his explicit rejec­
tion of any form of utilitarianism,
and his attempt to substitute ((natu­
rallaw" justifications ofhis position.
Here he seems to have been influ­
enced by his Harvard colleague
John RawIs-though he rejects
Rawls' conclusions in many other
respects. But as not only Nozick but
an astonishing number of young
libertarians have recently been tak­
ing this natural-law position, it is
worth examining in some detail.

Nozick dismisses utilitarianism
because his conception of it, like
that of Rawls and others, is essen­
tially a caricature. He sees the
utilitarian as a fellow who judges
conduct by its immediate effect on
the balance of pain and pleasure,
and makes a mechanical pain-
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pleasure calculus of the results of a
particular action, without consider­
ing (Justice" and other values. One
or two of the older utilitarians may
have been guilty of giving such an
impression, but this has little to do
with the doctrine in its modern
form.

I have suggested in my book, The
Foundations of Morality (1964,
1972), not only that the utilitarian­
ism of Bentham, and even of Mill
and Sidgwick, has been in impor­
tant respects superseded, but that
it would increase clarity of thought
to abandon the old term entirely. I
have recommended substituting the
term Hrule-utilitism" because it
comes much closer to describing a
satisfactory moral system.

We should not take or judge an
action in accordance with what we
think would be its consequences
considered as an isolated act. Not
only can we never be certain what
such consequences would be, but
with such a moral code (or lack of
code) we would never be able to
depend on each other's conduct, and
we would fall far short of that social
cooperation by which we most fully
promote our own and each other's
ends. Moral action, for the most
part, is action in accordance with
accepted principles or rules. It is
only when each of us can be de­
pended upon to act consistently in
accordance with such principles or
rules that we can depend on each

other. It is only when we can rely
on each other to keep our promises,
to tell the truth, to refrain from
theft, fraud and violence, and to
help each other in emergencies, that
we can best promote that social
cooperation so essential to attain­
ing our individual ends.

These moral rules evolved dur­
ing the centuries, long before they
were explicitly formulated or
codified, and certainly long before
any moral philosopher explicitly
formulated any single rationale or
test by which good rules could be
distinguished from bad ones or the
best from the second best. But the
doctrine of utility, first put forward
by David Hume and later elaborated
by Bentham, Mill, Sidgwick, and
others, was the first test that unified
and clarified the whole area of mor­
als.

The Pleasure-Pain Balance­
An Unsolved Problem

The first attempts to generalize
the proper aim of all moral rules­
such as rules conducive to promot­
ing ((the greatest happiness of the
greatest number," proved to have
some awkward shortcomings. Was
the goal of((pleasure" or ((happiness"
sufficiently inclusive? Or suffi­
ciently noble? And when a~ action
promoted one man's happiness~r

even a hundred men's happiness-but
at the cost of another man's pain or
misery, by what kind of moral
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arithmetic could we determine thE~

net balance? The utilitarians have
never satisfactorily solved this
problem-but neither has anybody
else. Fortunately, because an ac,­
ceptable moral code prescribes prin­
ciples or rules of action rather than
particular acts, there are very few
occasions when the need for such
moral arithmetic seriously arises.

More important than this, rule­
utilitists are not necessarily bound
by any pain-pleasure principle, or
even any happiness-maximizing
principle. They can simply accept as
the principles of moral action those
rules that would lead to the most
satisfactory or desirable results for
society, without trying to be more
explicit as to the exact. way of
measuring such results. Anti­
utilitists, rejecting such a criterion,
would then be obliged to contend
that their substitute criterion
should be -applied instead, even
though it admittedly prescribed
moral rules that would lead to less
satisfactory or less desirable results
for society.

Justice and Utility

One favorite contention of some
anti-utilitists is that the utilitist cri­
terion must be abandoned because it
does not include c)ustice." That this
contention is being seriously pressed
today is odd historically, because
John Stuart Mill devoted the whole
last third of his famous essay

Utilitarianism in 1863 to discussing
uThe Connection Between Justice
and Utility." He concluded that:
CtJustice is a name for certain moral
requirements, which, regarded. col­
lectively, stand higher in the scale of
social utility, and are therefore of
more paramount obligation, than
any others."

But those who make t)ustice" the
supreme if not the sole criterion of
moral judgment regard it as a re­
quirement that must be met for its
own sake, regardless of what conse­
quences it may lead to. The motto of
these people is: Fiat justitia,. ruat
caelum: HLet there be justice,
though the heavens fall." But the
real reason for insisting on justice is
to prevent the heavens from falling.

Those who insist that justice is
solely an end in itself, and never a
means to social peace and coopera­
tion or other· ends beyond itself, are
also nearly always those who take a
simplistic view of it. Everybody is
supposed to know what tJustice" is:
it is simply ttfairness", and we all
know what is ufair." But through the
centuries it has been the main func­
tion of thousands of legislators and
jurists to decide what is justice both
in abstract types of cases and in
particular cases and circumstances.

Most of the non-utilitists and
anti-utilitists in the past have been
champions of Natural Law. The doc­
trine of Natural Law, it is true, has
a very respectable history. It was
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promulgated or accepted by Plato
and Aristotle, by the Stoics, by St.
Thomas Aquinas, by Hugo Grotius
and Samuel Pufendorf, by John
Locke, by Jean-Jacques Rousseau,
and by some of the Founding
Fathers when they drafted or de­
fended the American Constitution.
But it has always owed a large part
of its appeal to its ambiguity. The
physical laws ofnature, ofcause and
effect, determine everything, includ­
ing, in one sense, human action. But
this is something quite different
from ((natural laws" that are sup­
posed to prescribe how men should
conduct themselves.

A Nebulous Concept

The central difficulty with Natu­
ral Law is that no two of its votaries
seem to have been able to agree
regarding precisely what it enjoins.
For Aristotle it sanctioned the sub­
ordination of women to men and of
slaves to Athenian citizens. For the
Stoics it prescribed equalitarianism.
For many it meant the plain dic­
tates of ((right reason," though no­
body could quite agree regarding
what right reason prescribed. For
others it meant the (tdivine will",
with even more disagreement re­
garding what this commanded. Still
others derived Natural Law from
the law that existed in a Ustate of
nature." But for some this meant
savagery and for others a sort of
Garden of Eden. According to the

Declaration of Independence Uthe
Laws of Nature" made certain uuna­
lienable" rights ttself-evident."

Finally, Jeremy Bentham, toward
the end of the Eighteenth Century,
was moved to exclaim that Natural
Law was unonsense on stilts." In his
Principles ofMorals and Legislation
(1780), he wrote (Ch. 2):

uA great multitude of people are
continually talking of the Law of
Nature; and then they go on giving
you their sentiments about what is
right and what is wrong: and these
sentiments, you are to understand,
are so Ip.any chapters and sections of
the Law of Nature."

This is not too unfair a description
of those who are trying to revive the
doctrine of Natural Law even today.
They try to deduce its prescriptions
from certain moral ttaxioms" taken
from Locke or of their own devising.
A typical one goes: UEvery man
owns himself; therefore "
It is also clear that some of the rules
that the natural-law champions
udeduce" are, in fact,disguised or
crypto-utilitist rules. Thus John
Rawls, an avowed anti-utilitarian,
in trying to deduce the principles of
justice (in his A Theory of Justice),
begins by assuming a society of per­
sons uwho in their relations to one
another recognize certain rules of
conduct as binding;" and ttthese
rules specify a system of cooperation
designed to advance the good of
those taking part in it (p. 4)." He
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goes on to remark thattesocial coop··
eration makes possible a better life
for all than any would have if each
were to live solely by his own ef.·
forts" and so on. But rules designed
to ((advance the good". and make
possible tea better life for all" arE~

precisely utilitist rules. The ideal of
justice is an inherent part of rule­
utilitism, not a separate or compet­
ing concept.

No Firm Foundation

The great difficulty with Natural
Law, on the other hand, is not only
that there is no agreed-upon code,
but no agreement on the principles
upon which such a code could be
constructed. The greater part of th«~

Natural Law votaries are really in­
tuitionists in their moral philoso­
phy.

I apologize for having given so
much space to a seemingly irrele­
vant discussion of the relative
merits of utilitist versus Natural
Law standards. But it is not only
Nozick who explicitly rejects
utilitist tests in favor of Natural
Law, but an increasing number of
young libertarians who h~ve appar­
ently been influenced by him.

So far practically all I have writ­
ten on Nozick's book has been nega.­
tive. Why, then, am I discussing his
book at all?

I do this because, while I think
that Nozick often fails to base his
reasoning on genuine first princi-

pIes, and while his logic often seems
to me unduly technical or irrele­
vant, he more than makes up for
this by many brilliant arguments on
special points. I shall cite a few of
these.

Nozick is especially good in
analyzing the rhetorical nonsense
behind many of the leftists' recent
objections to capitalism. A fashion-

. able objection today is that workers
lose their self-esteem by being fre­
quently ordered about, under the
authority of others unselected by
them, and by having to work at
tasks that they do not regard as
Hmeaningful." Nozick points out
that even members of a symphony
orchestra are constantly ordered
about by their conductor, and not
consulted about the overall inter­
pretation of their work, but
nevertheless retain a high self­
esteem.

More seriously, he points out that
fragmentation and specialization of
tasks are not problems peculiar to
capitalist modes of production, but
would go with any industrial soci­
ety. The reason is that they tend to
lead to the lowest costs and the
highest efficiency and production.
Suppose (which is most probable)
that dividing a firm's work force into
Hmeaningful" segments, rotating
the workers into different tasks, and
so on, could only be accomplished at
the cost of less efficiency and pro­
duction (as judged by market
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criteria)? Would the workers be will­
ing to accept lower pay in order to do
this more umeaningful" labor? Or
would consumers be willing to pay
higher prices for the same goods, or
get less of them, in order that this
more ttmeaningful" work could be
provided? Who would be willing to
pay for such a reform, and how
much? Would a socialist govern­
ment forbid ttnonmeaningful" work?

Labor Theory Refuted

As a more important example, let
us take Nozick's refutation (on
pages 253 to 262) of Marx's labor
theory of value and his general
exploitation theories. Similar refu­
tations have been made before, not­
ably by Boehm-Bawerk, but
Nozick's is an especially compact
one. Marxist theory, he concedes,
ttdoes not hold that the value of an
object is proportional to the number
of simple undifferentiated labor
hours that went into its production;
rather, the theory holds that the
value of an object is proportional
to the number of simple undifferen­
tiated socially necessary labor hours
that went into its production."

But then, it turns out (though
Marx himself never got around to
seeing or acknowledging this
clearly) that the amount of labor
that really is ttsocially necessary" is
determined by the utility and value
of the particular commodity that is
made! As Nozick concludes: "What is

socially necessary, and how much of
it is, will be determined by what
happens on the market! There is no
ionger any labor theory ofvalue; the
central notion of socially necessary
labor time is itself defined in terms
of the processes and exchange ratios
of a competitive market! . . . One
might be left with the view that
Marxian exploitation is the exploi­
tation of people's lack of understand­
ing of economics."

"Distributive Justice"

I come to my final example. This
is Nozick's theory of t(entitlements."
He has argued that ((the minimal
state is the most extensive state that
can be justified," and that (tany state
more extensive violates people's
rights." He then addresses himself
to the argument that a more exten­
sive state is justified in order to
achieve (tdistributive. justice."

One trouble with this whole con­
ception, he points out, is that it im­
plicitly assumes that goods have al­
ready been ((distributed" by some
central source or according to some
single principle, and that the duty of
the state is to redistribute them ac­
cording to some other Upatterned"
principle. But this overlooks the
whole history of how the present
udistribution" of goods came about.
UThings come into the world already
attached to people having entitle­
ments over them. From the point of
view of the historical entitlement
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conception of justice in holdings,
those who start afresh to complete
~to each according to his '
treat objects as if they appeared
from nowhere, out of nothing."

How did the existing ~(distribu­

tion" of things come about? It came
about because some people made the
things they now hold, or because
they were paid their marginal con­
tribution to output in wages, or be­
cause they inherited property, or the
objects (or money) were given to
them by their parents, their spouses,
or their friends. So even if the state
made some (~patterned" redistribu­
tion ofwealth-(~toeach according to
his needs," or to each equally-that
pattern would very quickly be upset
by some people continuing to create
more than others, or some people
giving freely to others, or some peo­
ple voluntarily paying well for cer­
tain services, or to see or hear a
particular professional athlete or
performer, and so on. As Nozick
sums up: HThe socialist society
would have to forbid capitalist acts
between consenting adults."

The system of entitlements is de­
fensible, he argues, ((when consti­
tuted by the individual aims ofindi­
vidual transactions. No overarching'
aim is needed, no distributional pat­
tern is required."

He goes on later to contend per-·
suasively that: ((Taxation of earn­
ings from labor is on a par with.
forced labor (p. 169)."

Unfinished Arguments
But in spite of many excellences,

Nozick's argument for his minimal
state is in the end not quite convinc­
ing. A good part of the reason for
this is revealed in his own descrip­
tion of his procedure in his Preface:

(~Part Ijustifies the minimal state;
Part II contends that no more exten­
sive state can be justified. I proceed
by arguing that a diversity of rea­
sons which purport to justify a more
extensive state, don't. Against the
claim that such a state is justified in
order to achieve or produce distribu­
tive justice among its citizens, I de­
velop a theory of justice (the enti­
tlement theory) which does not re­
quire any more extensive state, and
use the apparatus of this theory to
dissect and criticize other theories of
distributive justice which do envis­
age a more extensive state. . . .
Other reasons that some might
think justify a more extensive state
are criticized, including equality,
envy, workers' control, and Marxian
theories of exploitation."

But his book, he goes on, is not cca
political tract" but a ccphilosophical
exploration." It does not pretend to
be ((a finished, complete, and elegant
whole," but cca less complete work,
containing unfinished presenta­
tions, conjectures, open questions
and problems, leads, side connec­
tions, as well as a main line of ar­
gument. There is room for words on
subjects other than last words."
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No doubt there is. But it is pre­
cisely because Nozick has elected to
write a book with a rambling and
Hunfinished" argument, with so
many digressions, that many read­
ers will find it unsatisfying and even
occasionally irritating, that they
will lose the thread of the main
argument, and though finding it
often persuasive, will in the end not
find it quite conclusive.

I am not saying that it could not
have been made so. Nozick does con­
vincingly make his argument
against anarchy. Others before him

have advocated precisely his mini­
mal state, Ulimited to the narrow
functions of protection against force,
theft, fraud, enforcement of con­
tracts, and so on." It is an attractive
ideal. But it has never been held by
more than a tiny minority. If its
appeal is ever to be widened to reach
an effective number of thought lead­
ers it must be by a broadly under­
standable but orderly chain of rea­
soning, without confusing digres­
sions and without serious missing
links, that makes its conclusion
seem inescapable. ,

IDEAS ON

UBERTY

General Rules of Peace and Order

ALL the laws of nature which regulate property as well as all civil laws
are general and regard alone some essential circumstances of the case,
without taking into consideration the characters, situations, and con­
nections of the person concerned or any particular consequences which
may result from the determination of these laws in any particular case
which offers. They deprive, without scruple, a beneficent man of all his
possessions if acquired by mistake, without a good title, in order to
bestow them on a selfish miser who has already heaped up immense
stores of superfluous riches. Public utility requires that property should
be regulated by general. inflexible rules; and though such rules are
adopted as best serve the same end of public utility, it is impossible for
them to prevent all particular hardships or make beneficial conse­
quences result from every individual case. It is sufficient if the whole
plan or scheme be necessary to the support of civil society and if the
balance of good, in the main, do thereby preponderate much above that
of evil.

DAVID HUME, An Inquiry
Concerning the Principles ofMorals



Anna Dillenberg

WELFARISM

THE UNITED STATES is moving with
ever-increasing speed down the
path at the end of which each indi­
vidual is just one small part of an
all-important government. One of
the greatest shifts in philosophy in
this century has been away from the
idea that what a man earned was his
own, to spend or save at his own
discretion. Now, the individual no
longer works for himself, but for the
horde of tax collectors and bureau­
crats ((running" the country. The
reason is simple-people no longer
pay for their own housing, educa­
tion, medical care; they ((charge it to
Uncle Sam."

How delightful-if the govern­
ment were an inexhaustible foun­
tain of wealth. But this is not the
case. What the government spends,
it must first take out of the pockets
of its beneficiaries, by taxing and/or
inflating the money supply. As Fred­
eric Bastiat put it, the public is
under the spell of ((the great fiction,
by means ofwhich everyone·hopes to
Miss Dillenberg Is a recent graduate (12th grade) of
the Fairfax Christian SChool In Virginia.

live at the expense ofeveryone else."
There was a time when it was

considered a social disgrace to de­
pend on state funds for a livelihood.
Today, almost everyone is collecting
social security of one form or
another. When these programs were
instituted the people were led to
believe that the ((free" services
would be paid for out of taxes on the
rich. This is called graduated taxa­
tion and is based upon the idea that
it's not right for one person to earn
more than another, no matter what
kind and amount of work each does.
However, these Usoak-the-rich"
schemes have led to the liquidation
of the wealthy class, and the cost of
ttfree" services has been spread over
all the beneficiaries.

It is strange that these ideas
should catch on in the very countries
that are distinguished from the rest
of the world by their mass prosper­
ity. The difference between the de­
veloped and undeveloped nations is
not the services enjoyed by the
wealthy, but in the general standard
of living of the mass of people in the

675
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respective areas. In one, a great va­
riety of goods and services is avail­
able to people of all economic strata;
in the other, the lives of the masses'
are marked by a consistent level of
deprivation and despairing poverty.

The great message of the Indus­
trial Revolution is that political
freedom encourages saving, invest­
ment, production and trade as a way
to better living. The restraints and
entanglements of politics should be
avoided in any concerted attack on
poverty. Government welfare leads
inevitably to a maze of restrictions
and regulations to enforce each new
law. Every ((gift" from government
involves controls that stifle produc­
tion and trade. But the welfare habit
is addictive; the more people receive,
the more they want.

The main reason for the plausibil­
ity of redistributionist ideas is a
misconception of the nature of own­
ership and production and what
earning an income means in the
framework of a free market. A redis­
tributionist seems to think that
goods are, ((socially produced" and
then placed in the common
storehouse, to be arbitrarily distrib­
uted as incomes. But there is a pat­
tern to the earning of incomes in the
free market: the size of the income
depends upon the extent to which
the individual, in conjunction with
other individuals, succeeds in satis­
fying the wants of his fellow men.
Capitalists must use their capital to

produce for consumers. Legal own­
ership of capital goods does not au­
tomatically guarantee an income
from them. Since, in this context,
the fulfillment of consumer wishes
is the rationale of the production of
consumer goods, it is the mass of
consumers who must be regarded as
the real economic director ofcapital.

So, even though legal titles to the
thousands of factories in any given
country may lie in the hands of a
minority, this accumulation of capi­
tal is not used for their exclusive
benefit but to produce a great variety
of goods and services for the ma­
jority of people.

The goods and services we con­
sume have been produced for us by
our fellow men, in exchange for
what we have produced for them. If
we wish to consume more, without
producing more, someone else must
produce more, without consuming
more. There is a third method-by
seizing what others have produced
and forcing them to do without. This
is theft, pure and simple, and it's
what is really involved in the redis­
tribution of incomes via state
compulsion-progressive taxation to
((soak the rich" and ((welfare" mea-
sures to raise the income of the very
poorest. This idea of stealing from
one party to give to another involves
the massive presumption that any
third party (government) can know
so much as to be able to judge from
whom to take, to whom to give, and
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how much. The government would
be virtually taking God's place, and
arbitrarily deciding right and
wrong.

And there is the inconsistency
that the very people who help create
those Hhigh" incomes by ·buying
what the Urich" people have pro­
duced then propose to Hcorrect"
the Uunequal" distribution of the
market by the political process.

A fairly recent proposal .for rob­
bing the industrious and thrifty to
subsidize the thriftless and lazy is
the so-called NIT, the negative in­
come tax. This insures every family
a minimum income, whether it is
earned or not. In fact, one in this
income bracket may just as well quit
working and collect his ~~wages"

anyway. If this were passed through
the legislatures incentive to fill the
least-skilled and lowest-paying jobs
would completely disappear. Some
30 million people would become
permanent state pensioners, to be
maintained at the cost of the solvent
taxpayers.

At each end of the economic lad­
der an increasing number of people
would ask, HWhy work?" The benefi­
ciaries of this gigantic welfare sys­
tem would see very little reason to
take an unskilled job, with
minimum wages and no prestige,
when they could sit at home gossip­
ing with their friends over a six­
pack and collect welfare checks.

At the same time, the more am­
bitious and aflluent would see little
incentive to work harder or achieve
if what they earned would be im­
mediately siphoned off for subsidiz­
ing the lazy.

One aspect of freedom is the right
to make choices-part ofwhich right
is the responsibility and privilege of
accepting the results, good or bad.
UBig Brother" government would lift
this burden from our shoulders if it
could. It wants to protect us from
ourselves. We should all be just
another cog in the machine. Is this
what we want?

Every offer of government aid
that we accept encourages the gov­
ernment to tax us still more, and to
impose still more controls. For every
state allowance, we give up a piece
of our dearly-bought freedom. We
give up the power to choose for our­
selves how to spend our money. The
government decides what we need or
should have.

And what of the old-fashioned
idea of Christian charity? Once, it
was a function of the church to
minister to the needs of the
genuinely poor and sick. One of the
worst by-products of state welfarism
has been the paralysis of our im­
pulse toward charity. For not only
has the state usurped this function
of the church, and seized our means
to be charitable, it has stolen our
will to be charitable, too. i



MARX
andthe
MANIFESTO
William L. Baker

IT has been more than one hundred
and thirty years since The Com­
munist Manifesto burst onto the
scene during the tumultuous days of
unrest and reaction immediately
preceding the March Revolution. It
passed almost unnoticed except
among the more rabid, inmost core
of professional revolutionaries. At
the time it certainly made little
enough ofan impression. Dr. Marx's
strident pamphlet did not win for its
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authors (the ever-present Friedrich
Engels shared in its creation) over­
night recognition as leading lights
of the communist movement. All
that came later. But as the book
aged, it assumed cyclopean dimen­
sions-giant, intimidating, formida­
ble. Its subsequent reputation has
been inflated beyond any contribu- .
tions it may have originally ad­
vanced. But-for good or ill-flawed
or not, the Manifesto is still a potent
force upon the world political scene
in this age of the so-called ttcommon
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man." Like the legendary dragon's
teeth of ancient mythology, its dor­
mant fertility retains the seeds of
future life. Warriors sprout wher­
ever the message ofThe Communist
Manifesto has penetrated.

But warriors loyal to whom? To
what cause? In behalf of which cur­
rent brand of socialism/commu­
nism? Which of all the contending
utopias is the Utrue religion?"l Upon
this matter The Communist Mani­
festo maintains a lordly and indif­
ferent silence.

In this chaotic muddle of claim
and counterclaim battle the Utrue
believers," each asserting his own
legitimacy and the apostolic purity
of his own descent. Each seeks to
promote his own cause and to expose
his rivals as the petty bourgeois pre­
tenders that they really are.
Socialist turns murderously upon
socialist. All heretics must be de­
nounced and liquidated-many are
called but few are chosen.

The Communist Manifesto was

tit is an error to assume that UpureH
socialism/communism can or ever has existed
independent ofdoctrinal disagreements, policy
priorities, and the multitude ofpetty jealousies
and squabbles among those vying for supreme
power within the Party itself and the political
structure of the specific socialist common­
wealth. It is even more grievous to suggest
that the dawn ofsocialism will usher in an era
of love, brotherhood, and equality for all men
everywhere. Each brand ofsocialism possesses
its own unique flavor. There is, in the world
today, a multiplicity ofsocialisms with a mul­
tiplicity of conflicting goals.

hastily written on the eve of the 1848
German Civil War when the father­
land stood on the brink of chaos and
discord. Into the Manifesto Marx
poured his soul, his hates-above all
his hates-his ambitions, his unbri­
dled mysticism, his vitriolic dia­
tribes against the evil as he under­
stood it. It was a work born of blood,
desire, and unremitting (or so it
must have often appeared) toil. Like
all books it was the product of end­
less, patient, countless hours. One
must imagine Marx as he really
was: an energetic glutton for almost
unbroken study; the relentless de­
vouring of book after book until he
had found just the right word,
phrase, or idea. His was a Spartan
regimen of stoic simplicity, this
angry patriarch of economic Prus­
sianism.

Setting and Background

On the other hand, there was
more to The Communist Manifesto
than mere ubooklearning" ·and the
printed word. The Manifesto could
just as easily be portrayed as the
child of fierce, surreptitious debates
in crumbling, rickety garrets, noc­
turnal discussions in seedy tene­
ments, and of jocular (and, just as
often, not-so-jocular) conversations
within the myriad little Bohemian
cafes that dotted nineteenth century
Paris, Brussels, and Cologne.

In what follows, this paper shall
critique the economic underpin-
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nings (both stated and implied) of
The Communist Manifesto. In each
section I shall first summarize
Marx's evaluation of a given prob­
lem followed by my own analysis of
the Marxist paradigm. Each section
shall deal with a specific topic treated
in the Manifesto. In Section I, I shall
attempt to unravel the tangled
threads of the so-called ttcommercial
crises." By contrasting Marx's ttstat­
ic" model to the dynamic structure
of ttreal life" capitalism based upon
the expectations of profit-motivated
entrepreneurs, this paper shall at­
tempt to clear up some of the am­
biguities that have hitherto existed
concerning the functioning of the
price structure in periods of serious
business decline. (Some overlapping
with Section III is necessary here.)
This shall involve a rather pro­
longed delineation of cause-and­
effect: something completely ig­
nored by Dr. Marx in his sketchy
treatment of ttbourgeois" economics.
This should be especially relevant in
today's harrowing economic at­
mosphere when the old bugaboos of
unemployment, ((underconsump­
tion," and Hoverproduction" are
again rearing their unwelcome
heads.

Section II examines the notions of
class and class struggle. Does man
really live at perpetual war with his
neighbors (especially those of
another ((class")? Do ((classes" really
exist? In the analysis of the class

struggle much emphasis will be
placed upon the dichotomy between
the eternal struggle within the ani­
mal world and the world of civilized
society--characterized by the divi­
sion of labor. Marxist polylogism­
the theory of different Hclass
logics"-is also briefly considered in
Section II.

Section III takes a look at the
theory of value in general and the
labor theory of value (which Marx
utilized) in particular. It is the con­
tention of this section that the mar­
ket, capitalism, economic depres­
sions-indeed, any of the varied
activities of human action-can­
not be properly understood with­
out a workable theory of value.
Marx, like the classical economists
of his day, fell into disrepute over
the defective theory of value which
he propounded. Section III attempts
to establish that all value is
subjective-and therefore out of the
province of the scientific economist.
With a personal, subjective theory of
value it becomes pure pedantry to
talk about ttoverproduction" (in the
classical, Marxist sense), usurplus
value," ttcapitalistic expropriation,"
and other such examples of emo­
tional claptrap. (In its treatment of
commercial crises, Section I also at­
tempts to lay the labor theory to rest
by contending that labor is not
homogenous as Marx tacitly as­
sumed. By taking issue with the
homogeneity of labor and wages, an
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important prop is kicked out from
underneath the already shaky plat­
form of Marxist economic theory.)

Section IV is two-pronged. The
first problem deals with the efficient
allocation of labor in the socialist
commonwealth. Deprived of the cap­
italistic tools of monetary calcula­
tion, how can the socialistic board of
production provide meaningful pro­
duction quotas? Indeed, how can it
possibly even know what to produce?
Is it possible, for example, lacking a
labor market in the old capitalistic
sense, for the socialist common­
wealth to know whether or not a
specific labor project is creating or
consuming capital? Secondly, Section
IV attempts to ascertain the fate of
the individual laborer within the
socialist framework. What is the
status of the laborer in the Worker's
Paradise?

A brief look into Marx's Com­
munist Manifesto is now in order.

I. The Commercial Crises

According to Marx, one distin­
guishing feature of capitalism was
the periodic recurrence of commer­
cial crises. Under the direction of
the greedy bourgeoisie, factories in­
undated society with the ((epidemic
of overproduction." In this grievous
state of affairs:

Society suddenly finds itself put back
into a state of momentary barbarism; it
appears as if a famine, a universal war of
devastation, had cut off the supply of
every means of subsistence; industry and
commerce seem to be destroyed; and
why? because there is too much civiliza­
tion, too much means of subsistence, too
much industry, too much commerce.2

Thus, the great paradox: society
drowns in a sea of wealth, poverty
amidst plenty. This poverty and deg­
radation, this ((famine" result not
in spite of man's opulence and
wealth, but precisely because of it.
The wealthier man becomes, the
worse off he really is. Wealth can
bring nothing but grinding poverty.
Man is suddenly faced with ((too
much wealth," ((too much of the
means of subsistence." This could
only happen, Marx assured his
readers, because bourgeois society
was Utoo narrow" to comprise the
wealth created for them.

Capitalism, then, dies of gluttony.
More correctly, capitalistic society
dies of hunger induced by indiges­
tion. These uparadoxes" of capital­
ism were insolvable to Marx. He
shrugged them off by saying that
capitalism contained within itself
the seeds of its own destruction, 3 its

2Karl Marx and Friedrich Engels, uMan_
ifesto of the Communist Party," in Collected
Works, Vol. VI: Marx and Engels: 1845-48
(New York: International Publishers, 1976), p.
490.

3Ibid., p. 496.
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own ~~negation." Production, there­
fore, was nothing other than a
juggernaut relentlessly crushing
everything in its path. Trade and
prosperity were nothing else but the
dormant seeds of a future crash. The
only refuge from poverty (the effects
of the crash) was to abstain from
production and trade. In a word, the
only refuge from poverty is poverty
itself.

Unanswered Questions in the
Marxian Analysis

Marx did not carry his ownargu­
ments to their ultimate logical con­
clusions. His analysis stopped pre­
cisely where the intriguing ques­
tionspile up and beg to be answered.
For example, one might ask, ~~Yes,

but what makes all this overproduc­
tion possible? What prevents the
capitalists, motivated by greed as
they are, from learning by their past
mistakes? At what point· does ~pro­

duction' become ~overproduction'?

Overproduction by whom and in re­
lation to what? How is this man­
ifested and discovered in the mar­
ketplace? At what point do the ef­
fects of overproduction make them­
selves known to society? What ac­
counts for this sudden (cluster of
errors,' all turning up at the same
time?" The Communist Manifesto
greets all these inquiries with stony
silence.

The cCoverproduction" theory is a
most naive view, at best, of the capi-

talistic mode of production.4 The
contradictory analysis which Marx
painted ofcapitalism can only result
in blatant, unexplainable absur­
dities utterly divorced from the real
world of production. It is difficult
even to conceive of such a state of
affairs as Htoo much" production,
ntoo much" subsistence, CCtoo much"
civilization. The fundamental condi­
tion of life is scarcity. The means of
production and the ends they can
attain are always necessarily lim­
ited. They cannot satisfy desires in
unlimited abundance. Each product
and means of production (including
labor) is strictly circumscribed in
the tasks and services which they
can perform. Unlimited production
is impossible.

Scarcity is reflected by desires and
wants. However, scarcity is relative.
Relative to what? In the market
society the relative scarcity of dif­
ferent products is mirrored by price.
Prices exist because scarcity exists.
When a good is no longer scarce (i.e.,

"This paper is not concerned with individual
value structures. Ultimate value judgments
are not the province of the economist. As such,
this paper does not take issue with what the
market produces (or what the consumer de­
mands) but with how available supplies are
allocated once they Uhit" the market. In other
words, given specific production goals and
capacities, is it possible to trigger a commer­
cial crisis by producing more than the populace
can consume? (This is not to say no "oughts"
exist, simply that they have no place in this
specific work.)
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if it is available in unlimited abun­
dance or if demand vanishes) it will
not be able to command a price in
the marketplace. In other words, its
cCprice" will fall to zero.

"Overproduction"

So, then, what makes H over­
production" possible? The Marxist
theory evokes a mental image of a
mountain ofgoods piling higher and
higher, being effortlessly kicked out
by mindless automatons with a total
disregard for reality. 5 This analysis
reveals a faulty understanding of
the entrepreneur and of his role in
the process of production. Like any­
one else, the entrepreneur is a
human being perhaps no smarter
and no duller than anyone else. Like
his fellow beings all his action is
predicated upon expectations. What
are the Uexpectations" of the entre­
preneur? To make a profit. He will "be
able to continue in his capacity of
production only as long as he is able
to make a profit.

The Marxist theory begs the ques-

5Marx may have anticipated this question in
the Manifesto when he said: ~~The conditions of
bourgeois society are too narrow to comprise
the wealth created by them." But if this is true,
why create this wealth? To what tCconditions"
is Marx referring? No clue. Wealth created by
whom? For whom? To what end? These repre­
sent lamentable gaps in the Marxist theory of
~toverproduction"and depression. Unless this
pertinent information is revealed, there can be
no intelligent support for his questionable
paradigm.

tion: why would industrialists be so
willing or even able to produce when
no one either can or will buy their
products? How and why, with bulg­
ing inventories of unpurchased
goods, would assembly belts con­
tinue to roll? Continued production
under such circumstances would be
suicidal and impossible. But capital­
ists are neither suicidal, overly
charitable, nor infinitely rich. The
Marxist sees .the entrepreneur (or
capitalist), however, as a total nit­
wit, completely unable to adapt to
changing circumstances. And what­
ever else might be said of the indus­
trialist magnate, he is not lacking in
versatility. How could such a condi­
tion (overproduction) exist outside
the realm of fairy tales and prop­
aganda pamphlets? The law of scar­
city has never been repealed. The
tissue of fallacies must be faced: the
theory of overproduction is long
overdue for a well-deserved rest.

The Element of Timing

Marx's theory of overproduction
overlooked other vital questions of
practical significance: how does one
account for the critical element of
timing? Why, for example, do the
forces of overproduction and un­
employment dovetail and emerge all
at once in The Crash? Why the sud­
den cluster of errors?

Now there is nothing more certain
than that all men are fallible and
often err. And, it is only to be
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expected that entrepreneurs and
capitalists, like other mortals, will
certainly make their quota of mis­
takes. They, too, will occasionally
ttmiss the .mark." But is it not a bit
ironic that all entrepreneurs (as
evidenced by the ttcrises") just hap-
pen to make the same mistake
(overproduction) at the same time?
What would account for this singu­
lar state of affairs? This is a serious
omission on the part ofMarx. It is as
if all were well with the world one
day and then is jarred awake the
next day to a surprisingly different
state of affairs (the crises). One can
be pardoned for not taking Marx too
seriously in this matter.

There are other problems with the
Marxist analysis of Hcommercial
crises." If at some point there has
been overproduction, there must be
some culprits hiding in the bushes
somewhere. These unsavory charac­
ters would certainly be worth our
bitterest opprobrium and vitupera­
tion. Just who is it, exactly, that
performs such anti-social deeds?
Who is the guilty party? According
to Marx, it is the Hworkers," of
course, who produce. They are the
sole contributors to the productive
process. Since capitalists and
bourgeois entrepreneurs are only
idle parasites devoid of any
economic (productive) significance,
it stands to reason that it is the
Hworkers" who have been Hover­
producing." But which workers?

Medical technicians? Broadway ac­
tors? Lathe operators? Perhaps
chicken pluckers? Plumbers? Maybe
garbage collectors? What kinds of
goods and services? Just ttthings in
general"? If so, what kinds of
things? Perhaps stethoscopes or
trigger guards or saddles? Toilet tis­
sue or fingernail clippers? Perhaps
book binderies or economic treatises
and revolutionary pamphlets?
Seminar papers? ttOverproduction"
of what, by whom, in relation to
what?

Homogenous Factors

Marx, like many of his disciples,
labored under the delusion that
labor, production, and wages were
homogenous. All ulabor" was alike,
all ttproduction" was alike, all wages
were the same. This was an unfor­
givable blunder. Marx was com­
pletely wrapped up in his acidic,
piecemeal approach to the study of
capitalism. He did not have time for
such things as detached observation.
The Communist Manifesto is not a
dispassionate analysis of labor and
wages. With his heated invective
and imprecation it is not surprising
that he so often missed the mark.
Because he so slavishly devoted
himself to the ttexploitation" theory
of labor, he was completely helpless
when it came to the task of dissect­
ing and analyzing processes and
categories.

The truth is that all workers are
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not alike; they are not ((equal."6 If
labor is ((exploited" (how else are the
capitalists enabled to accumulate
bulging warehouses of unsalable in­
ventories?), precisely what kind of
labor? A Robert Redford or a Mu­
hammad Ali? An Elvis Presley?7
Is the Iron Law of Wages, so gloom­
ily trumpeted by David Ricardo and
echoed by Karl Marx, equally. grind­
ing upon each and all? How does
this fit in with the Marxist theory
of overproduction and the Crises?
Silence.

The too-much-means-of-subsis­
tence approach has produced a crown
of thorns for the more consistent
advocates of this doctrine. The
remedy which has always enticed
and suggested itself to post-Marxist
and neo-Marxist economists and
ministers ofstate is to encourage the
current political regime and the
unions to smash the instruments of
production, burn the ((surplus"

6Cookie cutters are not in the same league as
surgery assistants. This also involves different
qualities of work within the same occupation.
Marx greatly erred by asserting in the Man­
ifesto (p. 492), ... . . machinery obliterates all
distinctions of labor, and nearly everywhere
reduces wages to the same low level." Even if
all ttlabor" were industrial labor, this would
still be largely untrue.

7The Communist Manifesto was intended as
a timeless work of doctrine. In exploding the
tenets ofdogmatism it is not necessary to limit
oneself to an historical analysis of then­
current personages and ideas. What counts is
the ultimate truth or falsity of the ideology
under consideration.

goods, and ((plow under" unhar­
vested crops. All this is for the good
of the Commonwealth.

A Saturation Point

Perhaps the most fatal fallacy of
all implied in the o.verproduction
argument, however, is that only a
certain amount of production is de­
sirable, that society can assimilate
only a very limited amount of goods.
Beyond that point production be­
comes dangerous and anti-social, re­
sulting in grave ills. What next?
Must there be firing squads ap­
pointed to liquidate the most vigor­
ous and talented of workers? Or
maybe it would be well to award
some medal or cash award to those
workers who best succeed in stretch­
ing five minute coffee breaks to
half an hour, or to those who sabo­
tage factory machinery?

The Marxists (and their intellec­
tual cousins) are not prepared to
surrender. Is it not true that many
companies during the Great Depres­
sion of the 1930s were caught with
large inventories on their hands?
And did not many of these products
sit unmoved for many years? Indeed,
is it not true that some of these
products were never able to be sold?
Is this not a vindication ofMarx and
his theory?

Now, some things must be con­
ceded. The devil, so to speak, must
be given his due. It is beyond a doubt
that many warehouses bulged with
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unmovable goods during the gloomy
1930s. But it is not for the reasons
implied in the overproduction ar­
gument. The point which most advo­
cates of the ((overproduction" theory
of economic woes ignore is that al­
most any product can be sold at some
price. In a capitalistic economy sup­
ply will always equal demand be­
cause prices will always be plumb
with demand and supply. If there is
an ((inventory" or uoverproduction"
crisis, it can only mean that prices
are too high.

Enforced Scarcity

This problem prevailed through­
out the 1930s because the federal
government in Washington imposed
rigId, unrealistic minimum price
controls upon the economy. This
((trapped" many products in
warehouses where they eventually
rusted, rotted, or became obsolete.
In other words, people were not al­
lowed to consume because of
minimum price controls. The result
was enforced scarcity (the implied
Marxist ideal) amid consumable in­
ventories (the Utoo much" means of
subsistence noted by Marx). But
why? The market was ((overstocked"
and ((underconsumed" precisely be­
cause the market was not allowed to
function in relation to the true state
of supply and demand. So, sure, con­
ditions might arise in which con­
sumers uunderconsume"; but, again,
not for the reasons implied and

stated by the Marxists and neo­
Marxists.

The industrialist has every inter­
est in making sure that the
Uworker" can Ubuy the product."
When the market, regulated and
harassed by bureaucratic nonsense,
fails to udeliver the goods," it isn't
the fault of those engaged in produc­
tion. C(That's free enterprise for
you" is the smug reply to the
paralysis which follows each new
hamstringing of the market. UThe
days of capitalism are numbered,"
intone the regulators as they fire
another broadside at the wobbling
edifice.)

It was only when the wage and
price administrators refused to
allow downward flexibility, thus
crippling the market mechanism,
that a full-blown depression was
ushered in. When prices are forcibly
thrown into disjunction, chaos re­
sults. When prices are arbitrarily
frozen at a disequilibrium, ((under­
consumption" (thus giving the ap­
pearance of uoverproduction") is in­
escapable. This alone could account
for the aberration of the Great De­
pression. A suddenly imposed
minimum price control which
catches everybody off guard would
have the effect of declining business
activity and Uunwanted" inven­
tories. This alone could account for
the ((cluster of errors" which crop up
all at once. Economic panics and
commercial crises are not the conse-
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quence of capitalism as The Com­
munist Manifesto avers, but the all­
too-predictable sequel of Statism.S

II. Class and Class Struggle

As far as Marx was concerned, all
mankind is split into two separate
and distinct classes. These two class­
es are locked in an eternal contest
for supremacy and, ultimately, exis­
tence.9 In fact, all the history of
civilization and the society of man
could be summed up with the idea of
class conflict. Marx himself did not
formulate this idea of mutual ex­
termination. It had been around for
a long time cloaked in many.difTer­
ent guises. In this particular doc­
trine he seems to have been influ­
enced by his old friends, the French
socialists.

There was no doubt in Marx's
mind that hostility between the
classes was both inevitable and
praiseworthy. He saw no reason why
there should be harmony instead of
discord. As members of separate and
distinct social entities there could be
no question ofcollaboration between

8For a relevant discussion of the regulated
market during the late 1920s and early 1930s,
see Murray Rothbard's excellent America's
Great Depression (Kansas City: Sheed and
Ward, Inc., 1963). This book effectively shat­
ters any illusions about the laissez-faire
character of the decade prior to 1932.

9Marx and Engels, note especially pp. 484
and 485.

the two. There could not be any
question of a ~~commonweal." What
benefited one class ipso facto viti­
ated the well-being of the other.
Society, viewed in this manner,
could be nothing else but a brutal
civil war, a face-off between bel­
ligerents.

What Dr.·Marx and all his friends
contended was true-if one assumes
that he was describing the animal
kingdom where the ulaw of the
jungle" literally prevails and from
which there is no escape. The great
error of Marx was to assume that
human society was merely a pitched
battle but one step removed from the
world of animal strife. In the world
of animals, specimen is arrayed
against specimen, competing in a
grim struggle for life's meager
necessities. These requisites for con­
tinued life are severely limited. Vic­
tory in snatching substance from a
competitor's mouth spells the differ­
E~nce between continued existence or
death by slow starvation and attri­
tion.

When two dogs snarl over an irre­
placeable.bone, one dog wins and the
other loses. One dog receives an ex­
tended· lease on life, a temporary
reprieve from morbidity. The other
is that much closer to death's door.
With diminishing vitality he must
once again take up his quest for a
paltry meal. Even the winning dog
must retire to lick his wounds and
festering sores incurred in battle. In



688 THE FREEMAN November

this world of the animals, ferocity
and belligerence are everything.
One dies that another might live to
battle again.

With man it is different. Under
the division of labor-which Marx
and the cafe intellectuals de­
tested-each contributes to the
process of production (not the
snatch-and-grab of the animal
world) whereby the human race is
enabled to survive. In this man dif­
fers from the lower kingdoms of life.

The Iron Law of Wages

In the construction of his model
Utopia, Marx was misled by David
Ricardo's specious Iron Law of
Wages which carelessly decreed
perpetual hunger and privation for
the laborer.1o Ultimately, he would
be reduced to such a state of destitu­
tion that bare survival would be all
he could ever expect for himself and
his unfortunate dependents. Armed
with this dismal weapon Marx
strode forth to do battle with capital­
ism.

They met on uneven ground. With
almost mechanical thoroughness the

l°Ibid., p. 495. uThe modem laborer, on the
contrary, instead of rising with the progress of
industry, sinks deeper and deeper below the
conditions of his own class. He becomes a
pauper, and pauperism develops more rapidly
than population and wealth." See also p. 491:
cCHence, the cost of production of a workman is
restricted, almost entirely, to the means of
subsistence for his maintenance and for the
propagation of his race."

((sycophants and apologists of world
capitalism" mutilated his con­
scripted ideology. (Years later, tired
and reeling under the hammer
blows of the unimpressed econo­
mists, Marx would try a new
tactic: he stifled all criticism by
labeling Marxism as ((scientific
communism." Opposition vanished.)
At any rate, the Iron Law was later
discarded as excess baggage. The
history of the Industrial Revolution
has successfully refuted that satur­
nine prognostication; even the Marx­
ist theoreticians have retired from
its defense.

Marxism asserts that each man's
thinking is determined by his class
affiliation. Each individual is, in ef­
fect, a prisoner ofhis class logic, ((the
will of your class."ll From this there
is no escape. It is the task of com­
munism to unmask the n syco­
phants" of capital., It is enough
to lay bare the background of one's
intellectual opposition. This will
suffice to reveal his class motives. A
((bourgeois philosophy" must be re­
jected simply because a ((bourgeois"
was its creator. Professor von Mises
makes this point about various
theories of polylogism:12

llIbid., p. 501

12For an excellent exposition of the doctrine
of polylogism (many logics), see Ludwig von
Mises' Human Action: A Treatise on Econom­
ics (Chicago: Henry Regnery Company, 1949,
pp.75-84).
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They never ventured to demonstrate
precisely in what the logic of the proleta­
rians differs from the logic of the
bourgeois, or in what the logic of the
Aryans differs from the logic of the
non-Aryans, or the logic of the Germans
from the logic of the French or the
British. In the eyes of the Marxians the
Ricardian theory of comparative cost is
spurious because Ricardo was a bourgeois.
The German racists condemn the same
theory because Ricardo was a Jew, and
the German nationalists because he was
an Englishman. Some German profes­
sors advanced all these three arguments
together against the validity ofRicardo's
teachings. However, it is not enough to
reject theory wholesale by unmasking
the background of its author.13

Marx was impotent in the face of
criticism. He was fully aware of his
incompetence in refuting the
economists' objections to his work.
His doctrine of different class logics
was a last-ditch attempt to remove
the lofty theories of ((scientific
socialism" from the paltry scrutiny
of pedants and ((bourgeois" academi­
cians. Marxism did not fare well in
the bright glare of intellectual dis­
cussion. Better to clothe it in the
mysticism of Hegelianism and the
ttiilner voice."

After having drawn and quar­
tered mankind, after having arbi­
trarily divided it into two armed
camps, Marx decreed that absolute
conformity within the class struc­
ture was inevitable. To prove this,
he cited ttbourgeois" thinking over
against ((proletarian" thought. This

would assure that each robot act to
the ((best interest" of his own class.
But what is the ttbest interest" of
one's own class and how can it be
known? (Even robots must have
their instructions.) Did, for example,
the capitalist Engels, son of a
wealthy industrialist, and the bour­
geois Marx, son of a well-to-do lawyer
and husband to a scion of the Prussian
nobility and landed gentry, act in
the ttbest interests" of their class by
authoring The Communist Man­
ifesto and calling upon the workers
of the world to unite? Even Marx
had to admit that, in fact, the ttor_
ganization of the proletarians"14 are
upset by none other than individual
competing proletarians. Obviously
there are a few such tempestuous
individuals within the bourgeois
class structure as well. A chink in
the armor perhaps?

Marx and his cronies were sure
that class consciousness was the
only motivation for human action. It
was the sole criteria by which indi­
vidual performance could be inter­
preted. I5 In the overzealous con-

13Ibid., p. 75.

14Marx and Engels, p. 493. See also p. 496
where Marx asserts that, UWage labour rests
exclusively on competition between the labor­
ers." (emphasis mine).

lSYears later Engels made a rather feeble
attempt to deny that Marx places exclusive
faith in class determinism. Nevertheless, true
or not, that is largely the tone of his published
works and recorded speeches. For a typical
Marxist statement regarding class deter­
minism, see Marx and Engels, p. 501.
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struction of this dubious paradigm
Marx completely overlooked the role
of nationalism rCThe workingman
has no country."), racism, religion,
age, sex, and a host of other vari­
abIes which help in determining
man's attitude and outlook. There
is, of course, nothing logically im­
permissible about dividing society
up into classes-whether two or two
thousand-no matter how arbitrary
that division may be. It would be
wrong however, to assert that such
is the only way of looking at or
dealing with civilization.

Nevertheless, not all concepts and
propositions regarding classes are
equally valid. One may preach (as
Marx did) about cCclass rule" until
the cows come home. But mere par­
roting does' not make rhetoric any
more of a reality. CCClasses" do not
govern or hold office; cCclasses" do
not accept bribes; uclasses" do not
embark upon political campaigns;
Hclasses" do not canvass political
districts and solicit votes; individ­
uals do. To equate the actions and
identity of one individual with the
actions and identity of a cCclass" is a
deplorable and contemptible boner.

III. Value

Marx and others of his day were
misled by the labor theory of value
propounded by the classical
economists. According to this as-

sumption, as Marx correctly noted
in The Communist Manifesto, the
price of a commodity (including
labor) is equal to the cost of produc­
tion. 16 An object is only Hworth"
what cClabor" goes into it. Today it is
very easy to explode this myth. The
truth is, however, that the labor
theory ofvalue is still widely held in
one form or another by many
economists who otherwise lay no
claim to the tenets of socialism or to
classical economic analysis. These
mistaken doctrines have, in their
turns, given birth to a host of ills­
not the least of which has been a
marked hostility to capitalism and
its productive structure. This en­
,mity poisons relations between en­
tire nations and large segments of
populations within those separate
states.

Karl Marx was totally correct in
his interpretation of the labor
theory of value. For years the
apologists of capitalism and free
trade pressed this doctrine into the
employ of their own peculiar philos­
ophy. It was a well-tooled weapon in
their arsenal. Nobody was more
surprised than they when the so-

16Ibid., p. 491. ttBut the price ofa commodity,
and therefore also oflabour, is equal to its cost
of production." Labor wages were supposed to
decline as the ttrepulsiveness of the work in­
creases" (p. 491). Further, the ttlabor theory" is
implied in referring to the lower classes as the
ttworking class" (emphasis mine). Only labor
could ttcreate capital." (p. 498)
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cialists stormed the barricades and
wheeled it into an about-face. Adam
Smith and his circle of admirers
erred when they assumed that lais­
sez faire capitalism could be justified
by an appeal to this spurious doc­
trine. As elaborated by Marx, the
labor theory was simply a fallacious
dogma carried through to its ulti­
mate logical conclusion. The third
generation classical economists
were shocked and dismayed by the
ease with which their own ordnance
could be turned upon themselves.
Thus, crippled by a crotchety princi­
ple for many years, no adequate de­
fense of capitalism could be fonnu­
lated. As long as ((labor" was
employed as the cornerstone of
value, it proved to be an impossible
task.

All value is subjective. There can
be no question of any so-called ((in­
trinsic" or ((surplus" value. No value
can exist independent of the mental
act of valuation. There can be no
((value" without a ((valuer." It is use­
less and vain to postulate ((worth"
independent of what conscious indi­
viduals are willing to exchange for
it. The quest for absolute value is
an endless labyrinth. When the
Marxian socialists commandeered
the labor theory of value and appro­
priated it for their own cause, they
felt as if a great coup d'etat had been
engineered. But the spoils of war
proved to be a bomb with a delayed
fuse. In the end it served the

socialists no better than it had the
economists.

The labor theory of value is an
(·objective" theory of value. It pre­
supposes Absolute Value, indepen­
dent of individuals. If it can be es­
tablished that uvalue" is a necessary
c:onsequence of ((labor," then a plaus­
ible case might be advanced for
supporting the labor theory. In fact,
it cannot. One might ((labor" for
days on end digging potholes in
It"armer Brown's turnip patch. His
only reward will be a cartridge of
buckshot from the wrong end of a
shotgun. The inept artist might
((labor" many months on a uMona
Lisa" that is ((worth" less than the
canvas upon which it is painted. On
the other hand, the owner of previ­
ously unusable property might
awaken to find his deed has ap­
preciated in value because of the
proposed construction of a
superhighway nearby. No labor has
been expended.

There can be no doubt as to the
untenability of the labor theory of
value. If the price of commodity A
(including the commodity labor) is
equal to the cost of production B,
what, one may ask, determines the
cost of production B? It is no answer
to reply: the cost of production Bl.
There is no infinite regression.
Sooner or later, one comes upon the
original goods and factors of produc­
tion. What determined their value?
.At this point it will be easy to simply
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shrug the shoulders and answer:
Usupply and demand." But what ac­
counts for supply and demand? This
is precisely where the classical
economists (including Marx) re­
mained silent.

All value springs ultimately from
the subjective valuations of individ­
uals as they make their choices in
the daily plebiscite of the mar­
ketplace. Without an inner process
of valuation the old economic stand­
bys of ((supply and demand" could
not exist. What else is the market
price but supply and demand? What
is supply and demand but the indi­
vidual evaluations ofbuyers and po­
tential buyers?

There is no appeal, no recourse
from the dictates of the customer. In
the realm ofeconomics it is'pointless
to declaim the ~~real value" of one's
pet project, investment, or labor.
There is no ((real value" in the world
of production and trade but what
people are willing to obtain by ex­
change. It is vain to stubbornly
argue the ((intrinsic" or ((real value"
of a product which can be ~~moved"

for only a fraction of its overhead.
Marx went to great pains to dem­

onstrate that the workers were
dupes enslaved by heartless felons
who were forever depriving them of
their ((surplus value." For the insol­
ence of these capricious capitalists,
the dialectical forces of material­
ism had decreed an apocalyptic
day of vengeance, judgment, and re-

taliation. Then the benighted masses
could be set free. The labor theory
was a fountainhead of Marx's anal­
ysis. He wielded it well. With it
he slew many a dragon; he formu­
lated with it the concept of ex­
ploitation, of class conflict, and of
labor and wages. With its collapse
the Marxist structure must collapse
as well.

IV. Labor and the
Socialist Commonwealth

It is no secret that Marx wanted to
abolish capitalism. He de.cried the
((exploitation" of workers by owners
and viewed the labor market as lit­
tle better than a slave auction. As
far as Marx was concerned, laborers
were the unwitting victims of the
callous, hardhearted businessman.
He felt it was absolutely deplorable
that the laborers ~~sell themselves
piecemeal, are a commodity, like
every other article of commerce, and
are consequently exposed to all the
vicissitudes ofcompetition, to all the
fluctuations of the market."17 The

170f course everybody is either directly or
indirectly affected by the ttvicissitudes" of the
marketplace-not just those engaged in daily
trade and competition. The crucial question to
ask here is: Would all that change under
socialism/communism? Is reality any less
stem under political regulation of economic
necessities and desires than under market
production, allocation and distribution?
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only alternative, Marx felt, was to
abolish the market society.

It is positively true that ulaborers"
must ttsell themselves" in order to
survive. Certainly they are Subject
to the ttvicissitudes of competition"
-as is everyone engaged in earn­
ing his ttdaily bread." But how
would all this. change under a
communist economy? Specifically,
having abolished the structure of
the market (including its interlock­
ing relationships between prices,
production, and the supply of goods
and services), what part would labor
play in the socialist commonwealth?

Production Comes First

Obviously, the first task of the
socialist commonwealth is' to pro­
vide for production. Labor will be no
less a necessity than it had been
under capitalism. Once the market
and the existing structure ofproduc­
tion and distribution have been
abolished, what then? How will the
administration allot its resources?
Upon what will they depend as a
reliable guide for future production?
Marx himself was silent on these
matters. That he had an inkling of
the can of worms he opened will
be demonstrated later. (Marx was
an advocate of communism-not
state capitalism. He did not want
merely to exchange one tyranny for
another. Therefore, there could be
no question of a market structure of
prices to guide the decisions ·of the

Socialist Planning Board. But as to
how those decisions should be ar­
rived at Marx never said.)

Under a upure communism" there
can be no money-and therefore no
meaningful structure of prices to di­
rect and allocate the flow of goods
and services.I8 Nowhere has man
succeeded in abolishing capitalism
without immediate chaos. All such
ventures are doomed to failure and
have always resulted in a hasty re­
treat to the safer confines of the
umixed economy"-where the ad­
:ministration may enjoy the bless­
ings of capitalism with the bureau­
cratic trappings of State power and
control.

Again, Lenin and his authoritar­
ian successors were fully aware that
they had failed to create the com­
munist utopia. For this they had
(and have) many excuses andjustifi­
cations. Someday (they seem to be
saying) when greed and venal cor­
ruption no longer rule man's heart,

18Lenin, the erstwhile disciple of Marx,
learned this bitter lesson for himself in the
:years following the October Revolution. Le­
nin's response to the failure ofSocialism was a
thinly veiled resort to a quasi-market (New
Economic Program) which allowed for incen­
tive and the making of rational economic deci­
sions. Further, the basic premises of the NEP
were not scrapped by the Soviets after Lenin's
death. The Soviet economy merely assumed a
more subtle form of State Capitalism-a sys­
tem which most assuredly relies upon a mar­
ket structure of prices; in· short, the Soviet
Union is a ~~mixed economy," so to speak, not a
communist society in the purest sense.
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when all these great evils and in­
equities have disappeared, then the
Blessed Day will be ushered in and
the pure in heart shall inherit their
collectivist paradise. Until then,
communist leaders and citizens are
forced to play the capitalists' game
of money exchange and market
prices. The failure is not the fault of
world-wide communism, but, rather
of the venal capitalists who have
sabotaged the global effort of the
workers. The point is, however, that
for one reason or another, com­
munism has never uworked." Chaos
has always followed in its wake,
and, barring an elemental change in
man's basic nature, it probably al­
ways will.

Efficient Use of Resources

The communist society must labor
and exploit its resources as effi­
ciently as possible. Not only must
the Planning Board of Socialist Pro­
duction determine how and what
will be produced when and where,
but it must also make vital decisions
regarding the procurement of labor­
ers for the projects which it deems
most necessary. The utilization,
channeling, and allotment of labor
goes hand-in-hand with the pro­
curement thereof. How will this be
done?

Marx had some notion of the prob­
lems involved in the dismember­
ment of the market and its atten­
dant structure of prices which have

hitherto directed and guided entre­
preneurs in production decisions.
Specifically, what is the nature of
labor under a socialist common­
wealth? Marx provided some impor­
tant clues: UEqual liability of all to
labor. Establishment of industrial
armies, especially for agriculture.
Combination of agriculture with
manufacturing industries. Gradual
abolition between town and country
by a more equable distribution of
the population over the country."19

In short, without a price­
allocation system inherent in the
market economy, the only viable al­
ternative is an order of ((liability" to
labor where conscripts are massed
into ((industrial armies."20 Laborers
will no longer be able to freely select
the type and place of employment­
the levee en masse will take its
place. Labor laws replace market
prices. Serfdom replaces free choice
and the ((invisible hand."

Of course, the ((industrial army,"
as Marx correctly noted, would come
under the direct control of its to­
talitarian leaders. Without the flex­
ibility of the pricing system, this

19This brings to mind Hitler's National
Labor Front under the anti-capitalistic Nazis.
Old film clips show row upon row, thousands
upon thousands of laborers, young and old,
standing at cCPresent Arms" with shovels and
picks-the great ccindustrial army" of an au­
thoritarian regime.

2°Marx and Engels, p. 505.
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army will find itself ((relocated"
from time to time to ensure a ((more
equable distribution of the popula­
tion over the country." Their coun­
try cannot have its cake and eat it
too. Either it must submit to the
((vicissitudes" of the market or suc­
cumb to the absolutism of its
socialist dictatorship. The question
is not: will there or won't there be
((planning"? The only legitimate
question to be asked at this point is:
uwho shall do the planning?"

Presumably (optimistically) the
plans of the socialist commonwealth
will be made for and in behalf of
The Public. Marx spoke quite a lot of
((the public." Such cliches never
solve anything. They merely pro­
mote a scramble for all the myriads
of special interest groups to see who
gets to be ((the public." The great
problem of the socialist common­
wealth is ((Le public, c'est moi."

Conclusion

What might one safely conclude
about Karl Marx and his curious
tract? What kind of person would it
take to write the Manifesto? Marx
must certainly have imagined him­
self as the noble St. George sent to
right wrongs and rescue the pro­
letariat in distress. He, Karl Marx,
did not tilt with windmills; he pre-

ferred to slay dragons. But how real
were those dragons which he sallied
forth to dismember? How much
shadow and how much substance?
What was rhetoric and what reality?
Which of the Marxist tenets have
remained unexploded by the
((apologists and sycophants" which
Marx so despised?

Karl Marx was not quite the
heroic figure about which he surely
fantasized. Like another crusader of a
distant age, he too was ensnared by
his own delusions, the victim of his
own fallacies. And, like the ludi­
crous knight of La Mancha, Marx's
own literary page was not gifted
with any better perception. Marx
and Engels committed their blun­
ders together. Their incessant dis­
paragement of the market society
and the dynamic Age of Liberalism
has taken its toll. The Marxist fetish
for capitalistic windmills rages un­
abated.

Every prophet must have a Baby­
lon. The spark kindled in Berlin
grew throughout his life and raged
into a conflagration. With all the
holy zeal of the True Believer and
the self-righteous authority of an
Old Testament patriarch, the sage of
Trier endlessly denounced the ((op­
pressive" bourgeois and proclaimed
the inevitability of socialism. This
jihad. (as all jihads are) was holy,
just, and irrevocable. The vast mul­
titude would rise up in defiance of
their chains and shrug off the
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parasitic edifice of landlords, em­
ployers, and usurers. This day of
liberation would be the death-knell
of capitalism and of the expropria­
tion of the many by the few.

An Appeal to Arms

Marx was the eternal Prussian,
boiling and seething with Teutonic
wrath. He had, so to speak, traveled
his own road to Damascus, revealed
to man the dictates of the inner
voice and communed with the Burn­
ing Bush. The fervent Dr. Marx was
still young when he returned from
Mt. Sinai with the burning tablets of
the Manifesto still smoldering in his
affectionate embrace. This dictum
was to be the law and schoolmaster
which would guide man to the Prom­
ised Land, eradicating for all time to
come the despicable golden calf of
capitalism and ~~unconscionable

Free Trade." The days of Moloch
were numbered.21

21The imagery is intended; for the gods ofan
inevitable Armageddon and the Apocalyptic
Day of Vengeance do most assuredly lurk
between the lines of The Communist Man­
ifesto. Marx is merely the privileged servant, a
prophet who just happens to be marked out by
the blind eye of Destiny. Marx is better in­
fonned than his less enlightened fellows, the
voice of thunder and lightning sent to mop up
the stubborn pockets of bourgeois resistance.
Oppression is the theme, retaliation its sacred
assurance.

The Communist Manifesto is not a
sophisticated economic analysis. It
is propaganda and must be read as
such. The rantings, the genuflec­
tions at the altar of ~~the Public," the
~~workers," and the ~~dictatorshipof
the Proletariat" are served up with­
out grace so to speak. To be sure,
The Communist Manifesto reflected
many of the fallacies of the day. It
was a looking glass into the mental­
ity of French Socialism, classical
economics, German philosophy, and
a moral tradition which stretches
back at least to the age of Socrates.
The image which stares back at us is
the bristling insolence of the armed
thug.

The Communist Manifesto is an
appeal to arms. It calls for blood and
death. Hand in hand the twin con­
cepts of fear and faith etch them­
selves upon the mind of the True
Believer. It is not an appeal to rea­
son. Its final argument is the smok­
ing barrel of a loaded gun. ®

A Bibliography of primary and sec­
ondary sources drawn upon in pre­
paring this paper is available upon
request, The Foundation for
Economic Education, Irvington­
on-Hudson, N.Y. 10533.



Kenneth L. Gentry, Jr.

The Problems
with

Public
Welfare

AMERICANS have long been known
to be a charitable people. Unfortu­
nately, government intervention
could be changing that. The gov­
ernment has entered and gained
monopolistic ascendancy in this
field as in so many others. Being
charitable makes it a bit difficult for
us to speak out against public wel­
farism, lest we appear to be uncon­
cerned for the needs of the poor.
However, there are numerous com­
pelling reasons why we can legiti­
mately decry public welfarism and
still maintain-even emphasize­
our concern for the less fortunate in
our society.

1. Public welfare destroys the
personal relationship and interac­
tion which can be achieved through
private, local charity. Big govern-

The Reverend Mr. Gentry Is the pastor of Midway
Presbyterian Church, Jonesboro, Tennessee.

ment is faceless and cannot express
truly empathetic concern for the
needy. The human element so essen­
tial to aid the poor is sacrificed to
computerization.

2. It actually destroys a true
sense of genuine charity among the
general populace. Charity today is
coercively maintained. How many
times have you heard complaints
about excessive taxation? And what
accounts for a very large percentage
of our national debt? I used to work
in a grocery store and constantly
overheard grumbling from the
shoppers who were having to pinch
their pennies when they observed a
heavily loaded shopping cart of
choice items being paid for with food
stamps. Not\ only are ill feelings fos­
tered but also there is provided an
excuse to shift responsibility when
private charities appeal for funds:

697
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~~The government has the resources.
They will handle the situation."

3. It destroys, through excessive
taxation, the capacity ofprivate citi­
zens and organizations to help. Per­
sonal income is eroded through re­
distributive tax schemes, thus leav­
ing fewer funds for personal charity.
Remember the recent uproar over
the enormous increase in the Social
Security tax? There goes some more
money that could have been avail­
able for private charity.

4. It undermines personal re­
sponsibility and incentive in the
poor to help themselves. Welfare
funds are addictive. Withdrawal is
hard.

5. It promotes a false sense of
security among the needy. ~~The

government will always be there to
take care of me." UMy Social Secu­
rity will always be available to help
me financially." According to the
Federal Statement of Liabilities is­
sued by the Treasury Department,
the Social Security program has
about $4 trillion in unfunded obliga- '
tions! That's security?

6. It promotes a false sense of
equality among minorities. They
can either be led to believe they are
getting their t~fair share" or that
they are receiving ~~remuneration"

for past offenses against them. De­
pendency does not promote equality.

7. It is less efficient than private
charity. Private, local charity is true
charity: it is voluntary and it is not

subject to the bureaucratic filtering
process. I have never heard the gov­
ernment or any of its programs
praised for efficiency-except by the
government and those who head the
programs!

8. It promotes conflict among
groups clamoring· to· get their hands
on the handouts. Though theoreti­
cally (in a Keynesian economic sys­
tem) fiat· money could supply
everyone with plenty of money, ac­
tually there is at least some restraint
.upon the government's printing
press (thank goodness for election
years!). There is never enough
money to make everyone happy;
therefore, groups fight to get to the
front of the. line.

9. It can and often does encourage
immorality. The government does
not have the same degree of reli­
gious and moral sensitivity that can
characterize private charities. Il­
legitimate children are one way to
gain additional welfare funds. Or if
you decide against illegitimacy, in
most cases you can get a ~~free" abor­
tion. Urban renewal programs have
long been derided as consistently
producing drug culture, crime infes­
tation areas, and family disruption.

10. It is more open to fraud and
criminal abuse than smaller, more
easily contained, private charity
programs. Newspapers are filled
with reports of welfare abuse by
criminal elements. This serves as an
additional Utax" on the truly needy
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themselves: scarce resources are fil­
tered away from their target.

11. It destroys the incentive to
produce among the heavily taxed
middle class. Success seems to be
subject to undue fines (increased
taxation).

12. It represents a large percent­
age of the federal debt that is
monetized in the process of inflation.
Price inflation erodes' the wealth of
the nation and will eventually break
the back of the economy. I recall in
our local newspaper an interest­
ing-but not surprising-article on
the economic plight of our area hos­
pital. This plight was caused by gov­
ernmental regulations related to
welfare. It noted that Memorial
Hospital gave ((free" medical care
valued at $1.2 million in 1973-74,
$2.5 million in 1974-75, $4.1 million
in 1975-76, and $4.5 million in 1977.
The assistant administrator re­
ported that ((paying patient charges
could be reduced by $50 a day if the
hospital did not have to provide free
care." There go more funds that
could have been tapped for volun­
tary charity!

13. It is ironic that the expan­
sionistic monetary policies of the
government which are partly neces­
sitated by welfare programs are not
only hurting the general well-being
of the nation at large but are espe­
cially hurtful to those on fixed in­
comes: the welfare recipients for
whom we inflate in order to aid! The

government is sadistic: it whips
hardest the very people it sup­
posedly wants to help.

14. It coerces medical personnel
to give out ((free" services as men-
tioned above. This not only raises
prices for the non-welfare populace,
but when medical programs are
further expanded they cause medi­
cal shortages. England's socialized
medicine is a case in point: England
suffers from a doctor drain (they can
live better elsewhere), over-crowded
hospitals (free hospital care encour­
ages hospitalization for light cause),
'increasingly inadequate medical at­
tention (fewer doctors are serving
larger crowds), and so on.

15. It increases statist power.
That which controls your property
and wealth controls you. A bigger
government is more unmanageable,
more susceptible to totalitarianism
and tyranny. Thus, it aids and abets
the erosion of liberty. Higher taxes
cut down on what we are able to do,
increased regulations (concocted by
a powerful state) limit what we are
allowed to do.

16. It unmasks ((blind" justice. It
coercively redistributes the wealth
from some in order to favor
others-all in the name of social
(justice"! Discriminating justice is
mandatory injustice.

17. It encourages an increased
ignorance in one of the most impor­
tant areas of life in our population:
economics. ((Free" programs imply
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that wealth is (Just there," profits
are evil, shortages are contrived,
lunches can be free. Our population
already suffers a woeful ignorance of
economic theory, without interven­
tionist politics setting a bad exam­
ple.

Yet despite these problems and
others that could easily be multi­
plied, there are certain functions
which government could properly
perform to care for the needy.

First, the central feature of the
government is power. The purpose of
this power is to insure the law and
order necessary for economic stabil­
ity and growth. As F. A. Hayek has
written in The Constitution of Lib­
erty: uThere is probably no single
factor which has contributed more to
the prosperity of the West than the
relative certainty of the law which

Secure and Enduring

has prevailed here." A wealthier
people can better support the needy.
The government can promote
wealth through law and order.

Second, the government could
abandon its redistributive schemes,
reduce the burden of direct taxes
and inflation, and leave to produc­
tive individuals the means and the
incentive to help their less fortunate
neighbors. Charitable giving is
much more efficient than coercive
redistribution.

Third, the state can use its judi­
cial power to prosecute criminal and
fraudulent abuses of charity.

The state does have a concern for
the welfare of its population. The
only legitimate way and the best
way to care for the poor is through
encouraging charity in the private
sector by the three-fold method out­
lined above. ®

IDEAS ON

UBERTY

LET us determine that we shall not allow the state to be our master, but
that we shall be the masters of the state. The long road ofhistory is lined
with the ruins of those states which bought the souls and wills of their
peoples by the lure of a granted security, and then led them to ruin by
the same mirage. The world does not need one more such ruin. It needs a
people who will be really secure and enduring, as far as mortal life is
possible-secure and enduring because each member of the society is a
person who accepts his and her responsibilities as duties, and asks only
that the state act to keep the avenues of freedom open.

RUSSELL J. CLINCHY. "Two Paths to Collectivism"
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Edmund Burke
and His
World

IN THE THIRTIES, when the word
~~revolution"was being bandied about,
Peter Drucker threw cold water on
some of the more lively controver­
sies with his observation that the
American Revolution was not a rev­
olution at all. It was, he said, a
conservative counter-revolution,
fought by the colonials to preserve
their rights as Englishmen. King
George III, a German, was the real
revolutionary.

What Drucker, a Viennese, was
trying to tell us should have oc­
casioned little surprise. For it was
all in Edmund Burke, whose fa­
mous speech on the need for Brit­
ain's reconciliation with the Ameri­
can colonies we had read in school.
Burke regarded the stand of the
embattled farmers at Lexington
and Concord for what it was, a des-

Perate attempt to hold on to (~English

liberties." There was no desire to
overturn society, to institute a new
order.

In the semantic battles of the
Thirties, however, we had forgotten
that words, over the decades, can
come to mean their opposites.
Liberalism had come to connote
government compulsion. In her en­
gaging biographical study of Ed­
mund Burke and His World (Devin
Adair, 143 Sound Beach Ave.,
Greenwich, CT 06870, 232 pp.,
$12.95) Alice P. Miller provides an
antidote to semantical giddiness:
her hero fought against the tyranny
of verbal abstractions all his life. It is
fitting that Russell Kirk, whose
study of Burke was the centerpiece
of his trail-blazing The Conservative
Mind, should contribute an intro-

701
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duction to Mrs. Miller's book, for
Kirk, in his war against ctdefecated
intellect," carries on a struggle that
is essential if we are to avoid being
done in by the abstraction-worship­
ing ideologues.

But even Russell Kirk, in using
the word ctconservative" to describe
Burke, has added a bit to the seman­
tical confusion. For Burke, in his
own historical setting; was a
Whig. His antithesis, Dr. Samuel
Johnson, was a Tory, and Tories,
in England, are usually regarded
as conservatives. Since CCWhig," in
its original Seventeenth Century
connotation, meant cthorse thief,"
and CCTory" meant ~~outlaw," the
precise difference between the two
great English parties becomes a
little mysterious. But Alice Miller,
with her own Burkean gift for see­
ing things in terms of their concrete
settings, helps dissipate the mys­
tery. The Whig members of Parlia­
ment in Burke's day included, be­
sides great landowning aristocrats,
the new city interests. The Tories
were the rural squires. The Whigs
believed in keeping the monarchy in
its place. The Tories were often
blind supporters of the king.

Enterprise and Liberty

Burke, as a Whig, belonged to the
new world of Adam Smith. He un­
derstood enterprise. Who, better
than he, has characterized the New
Englanders of the Eighteenth Cen-

tury as they carried on the whale
industry? ((Whilst· we follow them
among the tumbling mountains of
ice," he said, uand behold them
penetrating into the deepest frozen
recesses of Hudson's Bay and
Davis's Straits ... we hear that they
have pierced into the opposite region
ofpolar cold ... Nor is the equatorial
heat more discouraging to them
than the accumulated winter ofboth
the poles. We know that whilst some
of them draw the line and strike the
harpoon on the coast of Africa,
others run the longitude, and pursue
their gigantic game along the coast
of Brazil. No sea but what is vexed
by their fisheries, no climate that is
not witness to their toils."

The intimate connection between
enterprise and liberty seemed plain
to Burke. So, in his own world, he
was a civil libertarian, which set
him apart from Tory conservatives.
He happened to be a Protestant, but
his mother was a Catholic, and in
his youthful experiences in Ireland
he had seen too much of the baneful
consequences of religious prejudice.
The time would come when he would
draft for Parliament his Catholic
Relief Bill, which would allow
Catholics to inherit or buy land and
to teach in school without risking
life imprisonment. The so-called
Gordon Riots which followed pas­
sage of Burke's bill tore England
apart, and it was characteristic of
Burke that, although he did not
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condone rioting in any form, he wor­
ried that the rioters might be
punished too severely.

Support of the Colonists

Burke had attended a Quaker
school before going to Trinity College
in Dublin, and he had the proper
Quaker abhorrence of intolerance.
The England of the Gordon Riots
might seem a pretty intolerant
community, but what strikes the
modern reader of the Miller book is
the comparatively relaxed attitude
that governed in Parliament while
the American war was going on. As
a partisan of the colonists, Burke
risked the imputation of treason.
But this did not keep him from in­
sisting that all acts concerning
America since 1763 should be re­
pealed. It would be wiser, he said, to
make peace with the Americans and
allow them to carry even some un­
reasonable points, lest they tum to
England's old enemies, France and
Spain, for help. The principles of the
,Americans, he said, ttbear so close a
resemblance to those which support
the most valuable part of our con­
stitution, that we cannot think of
extirpating them in any part of his
Majesty's dominions, without ad­
mitting consequences, and estab­
lishingprecedents, the most dan­
gerous to the liberties of this king­
dom."

Unable to raise troops in England
to fight the colonists, King George

III had to hire Hessians from Ger­
many. Burke had scathing words for
the war zealots who were willing to
fight to the last Hessian. ttThey have
all the merit of volunteers," he said,
ttwithout risk of person or charge of
contribution; and when the unfeel­
ing arm of a foreign soldiery pours
out their kindred blood like water,
they exult and triumph as if they
themselves had performed some'
notable exploit."

Limited Government

Tom Paine mistook Burke's feel­
ingsabout the American war for
being a generalized sympathy for
revolutionists of any stripe. So
Burke's immediate condemnation of
the French'Revolution came as a
surprise to Paine and his friends.
1Phey hadn't pondered Burke's words
about Utheextreme of liberty." Lib­
erty, he had written, ttmust be lim­
ited in order to be possessed. The
degree of restraint, it is impossible
in any case to settle precisely. But it
ought to be the constant aim of
every wise public counsel to find out
by cautious experiments, and ra­
tional, cool endeavors, with how lit­
tle, not how much, of this restraint
the community can subsist; for lib­
erty is a good to be improved, and
not an evil to be lessened."

Burke accurately predicted the
c:ourse of the French Revolution,
'lJIhich ended in a military dictator­
ship that plunged all of Europe into
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almost two decades of war. The
claims of the UNational Assembly"
to represent all the people of France
did not impress him. uA government
of 500 country attorneys and
obscure curates," he said, Uis not
good for 24 millions ofmen though it
was chosen by eight and forty mil­
lions, nor is it the better for being

guided by a dozen of persons of qual­
ity who have betrayed their trust in
order to obtain that power."

So Burke, the Whig, ended as a
conservative-but only as one who
would ((conserve" the liberties (al­
ways spoken of in the plural) that
our fathers, in Kipling's phrase, had
won for us ((long and long ago." ®
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