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PERSPECTIVE

FEE in Eastern Europe

In the autumn of 1994, FEE's President,
Dr. Hans Sennholz, sent me to Eastern
Europe on behalf of FEE. I visited Poland,
Lithuania, Russia, Romania, Hungary, and
the Czech Republic. These countries of
Eastern Europe had been devastated and
impoverished for decades by the Commu
nist regime. For 45 years the inhabitants had
lived under the control ofthe U.S.S.R. Most
of the people have forgotten what it means
to be individually responsible. They expect
government to make decisions for them, to
provide them with housing, jobs, and med
ical care. Since the dramatic rejection of
Communism in 1989, however, their people
have been trying to decide how best to
transform their old command economies
into private property orders. That is why
Dr. Sennholz sent me to Eastern Europe;
he wanted me to tell them about the Foun
dation, The Freeman, and FEE's other
publications so as to give them some help in
learning about private property, individual
rights, savings, investment, and entrepre
neurship.

My entree in each country was through
individuals who were already familiar with
the Foundation and who could arrange for
me to meet and speak with like-minded
persons. I met informally with small groups
and I gave lectures. I spoke to some groups
in English, to others sentence-by-sentence
through interpreters. I talked about a broad
range of subjects-what is necessary for
economic development, what people living
in the formerly Communist countries could
learn from the United States, and what they
should not learn from the United States. I
talked about the free market, about gov
ernment regulations, and inflation. And at
two colleges I spoke to classes on the history
of economic thought about the Austrian
"school" of economics and Ludwig von
Mises.

The people in the Eastern European coun
tries I visited have many of the same com
plaints as we do in the United States. They
are saddled with high taxes, burdensome
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controls, costly government pension
schemes, and central banks that consider
inflation and/or credit expansion the proper
way to meet the government's expenses.
The message I tried to present in the coun
tries of Eastern Europe I visited was that
they should avoid copying the big govern
ment spending programs that have led to
these consequences in the United States. On
the other hand, they should do their best to
limit the role of government and adopt the
principles of individual freedom and per
sonal responsibility which fostered eco
nomic development and technological im
provement here in the United States.

The people of Eastern Europe should
come to recognize the importance of pro
tecting private property and private volun
tary contracts. They should create an eco
nomic climate in which people will feel
relatively secure so that they will be willing
to work, not only to produce enough to
survive, but to produce more, so as to save
and invest. Generally speaking, people in
the United States have felt relatively confi
dent that their property would be protected
and that they would be free to use the
products oftheir efforts as they chose. Thus,
they were encouraged to be industrious.
Entrepreneurs dared to innovate, experi
ment, and take risks in the hope of profit.
The economic and technological develop
ment ofthe United States has been the result
of decades of accumulated savings and in
vestments by many persons and ofcountless
enterprises undertaken by many entrepre
neurs.

Now that these Eastern European coun
tries are on their own, they have a chance for
economic recovery. It is essential that the
people come to recognize the importance of
protecting private property. Individuals
who own property can become indepen
dent, responsible for themselves and their
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families, and need not rely on government to
supply their needs. The people must ask
their governments to replace the old Com
munist controls and regulations with a legal
andjudicial system recognizing and protect
ing private property and contracts. Indi
viduals should be free otherwise to live as
they wish, to pursue their own peaceful ends
and to cooperate and trade voluntarily with
others.

The governments of the countries of the
old Communist bloc have removed some of
the old interferences and controls on eco
nomic activity, and government enterprises
are being partially denationalized. These
changes have opened up some opportunities
which individuals have been pursuing.
Some entrepreneurs are daring to undertake
new ventures. Small private shops now line
the streets of many cities. Fresh produce is
regularly brought to city markets from far off
places. More trades are taking place across
national borders and foreigners are begin
ning to invest in these countries. Billboards
advertise foreign products, even cat and
dog food. And TV satellite dishes may be
seen anchored on the roofs and balconies of
many high-rise apartments. As more im
ports appear on the market, workers will
have more incentive to produce, and pro
ducers will have to enhance the quality of
their exports, so as to compete in world
markets. Yet much remains to be done,
primarily in changing the attitudes of the
people. Few realize what it means to be fully
responsible for themselves and their fami
lies; most of them still expect government
to take care of their basic needs. Neverthe
less, if the countries of Eastern Europe can
continue to move toward creating an eco
nomic climate that fosters individual initia
tive they will be on the road to economic
recovery.

-BETTINA BIEN GREAVES
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Should Star Trek Be·Regulated
as a Monopoly?
by Gary North

T he announcement in 1993 that Star Trek:
The Next Generation would have only

one more season of new shows was the
equivalent of a photon torpedo blast into
the lives of millions of fans. Well, maybe it
was only a phaser set on "stun," but the
news was not well received. Even Jonathan
Frakes, the actor who plays William Riker,
the second in command on The Enterprise,
complained in a televised interview that he
did not understand why a successful series
was being canceled.

The answer is clear: because it was not
merely a successful series. It was the suc
cessful dramatic TV series of all time, a
show possessing what has been described as
a cult following-the largest entertainment
cult on earth. For almost three decades, Star
Trek fans have invested money, time, and
imagination in a fantasy world created on
screen. The three-part entrepreneurial ques
tion that the show's producers face is this:
How much money? How much time? How
large a screen?

The show was costing a million dollars per
weekly broadcast to produce: the highest in
television. But this investment paid off very
well. Syndication is bringing in millions of
dollars from earlier shows. This probably
will not change soon, with or without new
segments. Millions of fans watch every
segment ofover and over. This has been true

Dr. North is president ofThe Institutefor Chris
tian Economics in Tyler, Texas.

since the early 1970s. Nightly reruns still
draw large audiences for both crews of The
Enterprise. This stream of income appears
to be as endless as the I Love Lucy reruns.
The questions facing the producers were
these: (1) How much additional net income
can this product line generate ifwe produce
two dozen new segments? (2) How much net
income can it generate ifwe produce a major
movie? The answer to the first question
appeared to be "marginal." The answer to
the second question appeared to be "enor
mous."

The early fans of the original Star Trek
series were not numerous enough to sustain
the show's ratings. Star Trek became a huge
success only after it was canceled: a rerun
and local TV station syndication phenome
non. This made it unique in television his
tory. Then came the 1977 movie. Its script
was not noticeably superior to one of the
original shows. In fact, it was suspiciously
similar to one of those original shows: "No
mad." But it made millions of dollars for
the investors. Five more movies followed,
stretching for over a decade. Toward the
end of the movie releases, Star Trek: The
Next Generation had become the most suc
cessful syndicated show on television. The
original Star Trek series was also doing well
in syndication. Like miners mining the
mother lode, every time the producers
started a new tunnel, they hit paydirt.

This experience sent a loud message to
the producers: "A defunct series in syndi-
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cation plus an occasional movie will make us
even richer. " Gene Roddenbery, the show's
creator, was dead. He was no longer present
to argue for keeping the TV series alive. So,
the free market took over. That is to say, the
desires of paying consumers took over, but
not the desires of non-paying consumers.
Therein lies the difference in marketing
strategies.

The Message of the Market
The free market sends information to

enterprising entrepreneurs whose task it is
to forecast consumer demand in the un
known economic future. This information is
sent in the form of price signals. These
signals are evaluated in a very specific
manner: profit and loss. Consumers register
their decisions in the form of money. Some
times this message is sent directly: "I'll take
one of those, please. Here is my money." In
non-pay TV, the message is sent indirectly
by middlemen acting on behalf of consum
ers: "I'll rent advertising time from you in
the hope that consumers will buy something
from me as a result." But the consumer
is finally sovereign. Either he spends money
or he doesn't.

I was a reliable consumer of Star Trek:
The Next Generation, beginning several
years after the show was launched into the
airwaves. It was the only TV show I
watched every week. (I now watch none
on a weekly basis.) But I did not watch it
directly. I had my teenage son record it
for me on Saturday night, blipping out the
commercials. Then my wife and I and the
other children would watch the tape on
some other night. I was, in the language of
the economist, a free rider. I did not buy
anything from a seller just because he ad
vertised during the Star Trek hour. No
commercial message ever got through to
me, except when my son was not paying
careful attention. He became very skilled at
operating the pause button.

Did I attend the new Star Trek movie? Of
course, and so did my family. The years of
investments made by the producers, funded
weekly by the advertisers, at long last paid
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off in my case. I was no longer a free rider.
I paid for my 90-minute ride on The Enter
prise.

The market sent a signal to the producers:
there are a lot of people just like I am out
there. They paid for the privilege ofentering
into the fantasy world of Star Trek. The pay
was direct: "Ticket, please."

After that, millions more of us will rent
it in local video stores. There will also be
income from cable TV and network TV and
Ted Turner's TBS TV. The producers saw
the potential.

The fans no doubt feel cheated. They
want their two dozen new segments a year.
They sit there-millions of thumbs on mil
lions of "pause" buttons-and say: "Take
us for a ride on The Enterprise." The
producers finally figured out that the fans
were taking them for a ride.

The producers believed that the market
was ready to reward them for spending less
than what it would cost to produce two
dozen segments for TV. Instead of paying
week by week, they spent a year's budget
on one extravaganza. They believed that
we, the faithful consumers of Star Trek
fantasies, would dig into our wallets and
reward them for bringing one story to us on
a large screen rather than dozens of stories
on a small screen. They were correct.

We consumers say that we want two
dozen segments a year rather than one
extravaganza every other year or even less
frequently. That is what we say. But talk
is cheap. Are we willing to put our money
where our mouths are? How much money?
If we were all willing to pay, say, $2.50 per
TV segment, and if there were some readily
available way to make this transaction each
week, the producers might consider keeping
the show on the air (or cable, or whatever).
But the delivery system does not exist. Star
Trek is unique. There is no other TV show
with a market of fans-as in fanatics-that
would predictably respond in this way.
There is even some question in my mind
about whether I would actually pay my
weekly $2.50. In any case, we are talking
about $2.50 per household. But the movie
got $6 out of me, my wife, and also three of
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my four children. For many fans, multiply
$6 by two. Or three. We will also rent it
when it comes out on tape.

So, the reality is this: what Star Trek fans
say they want is not what they are both
willing and able to pay for. We are all free
riders or would-be free riders to some de
gree. The producers have issued an an
nouncement: "No more free new rides."

A Monopoly
One of the greatly feared and hated phe

nomena in modem life is the monopoly. The
standard definition of monopoly is this: "A
firm that restricts the output of goods or
services in order to increase its revenues."
It is feared and hated because consumers
seem to be thwarted. Consumers receive
less of what they say they want. The seller
brings in more money, net, at a higher
price per sale than he would have brought
in had he met all the demand at· a lower
price per sale. He is, in the language of
Marxism and other socialist traditions, an
exploiter.

If we take this definition seriously, then
Star Trek is surely a monopoly. Rather than
producing and then renting two dozen new
segments per year to local TV stations, the
owners of the rights to the Star Trek product
line are now going to produce only one
movie every two or three years, which they
will rent to movie theaters. Then they will
rent it to cable TV stations. Then they will
sell copies of the videotape. They will get
Star Trek fans to pay again and again to see
that one movie. By restricting production,
they will bring in far more money. But if
the standard definition of monopoly is cor
rect, it should be clear that this can be
accomplished only through the willful ex
ploitation of the public, and a highly vulner
able public at that: people who show many
of the elements of serious psychological
dependence.

A good Marxist would know what to call
the owners of the rights to Star Trek: "cap
italist exploiters." Clearly, the state, as the
legitimate voice of the proletariat, should
confiscate these rights and begin to produce

weekly broadcasts of Star Trek on a year
round basis.

This would be very expensive under
present conditions. The main actors receive
very high wages, since the show has been
running for years. The featured actors' sal
aries rise each year. Also, what about re
sidual payments to them for the reruns?
There would be no residuals under true
socialism. After all, the Marxist says, labor
is the sole source of all value, and these
actors have already contributed whatever
value the show possesses. Residuals? This
is clearly exploitation by the actors, who
have also become capitalist exploiters.

But what if the actors should quit? Here
socialists disagree with each other. Some
would favor laws making it illegal for anyone
to quit his job without permission from the
state. This would include actors. Other
socialists, influenced by capitalist concepts
of supply and demand, would say that new
actors should be hired by the national gov
ernment's Department of Public Entertain
ment. Hire some minimum-wage, out-of
work English character actor to play
Captain Picard. Just shave his head. No
body will notice. Anyone can be dressed up
as a Klingon. All the fans really care about
is Lieutenant Worf's turtle-shell forehead.
A computer synthesizer can produce a
match of Michael Dom's voice-after all,
even he doesn't sound like that in real life.
As for Jordie LaForge, the whole appeal of
the character is that woman's hair gadget
he wears over his eyes. Who needs LaVar
Burton? The Star Trek characters are all
stick figures anyway: the chocoholic, half
breed mind reader who never seems to know
what the bad guys are really thinking; th~

twitching robot with the green contact
lenses; the bearded first mate who seems
to be an ulcer candidate; the bossy female
physician who takes over every time anyone
gets the sniffies. Who needs highly paid
actors? Just hire new actors who can re
member their lines. If they start demanding
higher pay, replace them. The viewers don't
care. Don't talk nonsense about the show's
"chemistry." Television shows do nothave
chemistry. They have scripts, actors, and
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special effects. In the case of Star Trek, the
proper order is special effects, scripts, and
actors. What the show needs is scripts that
conform to the theory of socialism. Actors
are peripheral.

The question now arises: Should Star
Trek fans set up a PAC (Political Action
Committee) devoted to electing candidates
who promise to compel the producers to
deliver a minimum of two dozen shows per
year? Such legislation is surely Constitu
tional. Perhaps it could be done under the
interstate commerce clause, or maybe under
"promote the general welfare." These are
mere details. The Supreme Court can sort
it all out later. The point is, Star Trek: The
Next Generation is an exploitative monop
oly, and it must be stopped by law.

Something sounds wrong with this anal
ysis. The question is: What?

Consumer's Surplus
A seller who wants to sell many units of

a particular item will price each unit at what
he believes is the highest price consumers
are willing to pay for all units he brings to
market. The revenue-maximizing price is
that price which empties the seller's inven
tory but leaves no consumer standing in line
ready to buy. This is called a market
clearing price.

No matter what price he establishes, there
will be some buyers who would have
paid more for the item. To maximize his
total revenue, he sets the price lower than
what he could have received from a small
percentage of buyers. These buyers who
would have paid more receive a benefit.
Economists call this benefit a consumer's
surplus.

The producers of Star Trek: The Next
Generation for many years have given mil
lions of viewers a consumer's surplus.
These viewers would have paid more, but
they were not asked to pay more. I am
clearly one such viewer. I paid nothing
except my time in viewing-leisure, a rare
form of income which the government does
not tax-and the price of a cheap videotape
(two shows per tape). My teenage son's time

spent recording and blipping out commer
cials I receive at no additional marginal cost
-one ofthe very few income streams I have
generated so far from this particular invest
ment in human capital (and now it has dried
up): no more Star Trek segments.

The producers decided that they would no
longer provide such an immense consumer's
surplus. They have created enormous de
mand for their product line by means of
offering millions ofconsumers a consumer's
surplus for over two decades. We can best
understand this as a form of advertising.
Advertising expenses are not borne for their
own sake. The goal of advertising is to sell
more products. This is now what the pro
ducers of Star Trek intend to do.

Star Trek as Software
Star Trek: The Next Generation is prop

erly described as a software product. The
hardware is our TV sets. Software is what
we run on our hardware. Forexample, when
Sony bought CBS Music, financial journal
ists identified this as a move by Sony, a
producer of hardware, to acquire a line of
software. The big money is in software, not
hardware, unless you are the Intel Corpo
ration or Motorola.

In recent years, software products that
are assumed to be capable of reaching a
large market have been priced quite low: a
hundred dollars for a program that in 1990
would have retailed for $495 ($235 through
a mail-order firm). Software producers re
alize that the big money is made on the back
end: money sent in by existing users who
buy software upgrades. The marketing strat
egy is to gain the largest number of users,
who hate to re-Iearn new software programs
that perform similar tasks. The strategy is
to create a huge market of users who do not
want to switch. They become, as it were,
psychologically dependent on the product.
Very few software companies have
achieved this.

Star Trek has accomplished this remark
able feat. The producers introduced their
software at very low prices in 1968, but now
the upgrades are going to be less frequent
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and more expensive than before: every
other year instead ofevery week for half the
year. Consumers received an enormous
consumer's surplus for decades, but now
the producers know that their software's
"installed base of users" -software mar
keting terminology-is huge, that users are
not going to switch, and that the weekly
reruns will now serve as "shareware": free
or nearly free introductory software that
creates a market for the big-screen "up
grades. "

The decision to produce Star Trek movies
rather than weekly TV shows will probably
tum out to be very profitable. The product
line's installed base is enormous. Having
created this installed base through a quarter
century of either brilliant or very lucky
marketing, the owners of the product line
have decided to maximize their revenue
by spending more money on a few major
upgrades rather than spending smaller
amounts of money on more frequent but
marginal upgrades. For most TV shows, this
marketing strategy would produce a gigantic
loss, once. But Star Trek: The Next Gener
ation is not like most TV shows.

Conclusion
The marketing of Star Trek is rational

from an economic point of view. While it
would be possible to denounce as monopo
listic the decision of the owners to move
from TV production to movie production,
such an analysis does not ring true. Never
theless, the decision does seem to conform
to the standard definition of monopoly pric
ing: "Restricting the output of goods or
services in order to increase revenues. " But
most people-even devoted fans-are un
willing to call the producers of Star Trek a
bunch of exploiting monopolists. Why?

I suggest two reasons. First, when it
comes to entertainment, we are all capital
ists. Nobody suggests government-imposed
wage controls for famous: celebrities in the
sports world or entertainment world. Ap
parently, we consumers do not care if ce
lebrities get rich by exploiting us. When it
comes to celebrities, we cheerfully endorse

individualism. We accept the free market's
pricing principle: "high bid wins."

Second, we may sense that there is some
thing wrong with the standard definition of
monopoly. When producers choose to re
strict the output of some resource in order to
maximize their revenue, isn't this a form of
conservation? Aren't we all supposed to be
in favor of conservation these days? Then
why should we complain when suppliers of
a product or service make more money for
themselves when they become conserva
tionists? There is something wrong with the
textbook definition of monopoly.

Murray Rothbard has suggested a differ
ent definition. He argues that a monopoly is
created solely by the state. The economic
conditions for monopoly exist whenever the
civil government threatens reprisals against
competing firms that enter a market to
supply a service that consumers are willing
to pay for, but which the existing seller
refuses to meet by lowering the price and
increasing output.

If a firm can increase its revenues by
restricting output, it should probably be
called a conservation-minded firm. But if its
ability to increase revenues by raising prices
and restricting output exists only because
the state has placed restrictions on its com
petitors, then it is a monopoly.

What is the most effective way to stamp
out monopolies? Revoke the legislation or
bureaucratic rules that have created them.

Star Trek has become a conservationist
firm, not a monopoly. I am not pleased with
this development, since I am a greedy,
profligate, free-riding consumer who wants
lots more rides on The Enterprise for the
price of cheap videotapes. My motto in this
case is simple: "Conservation? Who needs
it?" But millions of trekkies will probably
confirm the economic wisdom of the pro
ducers to move from "profligate" produc
tion to conservationism. Trekkies will not
verbally applaud this form of conservation,
but I think they are ready to pay for it. So do
the producers. They are just doing their job.
After all, what else should we expect from
people in command of something called The
Enterprise? 0
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The Education of
Thomas Edison

by Jim Powell

I n 1854, Reverend G. B. Engle belittled
one of his students, seven-year-old Tho

mas Alva Edison, as "addled." This out
raged the youngster, and he stormed out of
the Port Huron, Michigan school, the first
formal school he had ever attended. His
mother, Nancy Edison, brought him back
the next day to discuss the situation with
Reverend Engle, but she became angry at
his rigid ways. Everything was forced on the
kids. She withdrew her son from the school
where he had been for only three months
and resolved to educate him at home. Al
though he seems to have briefly attended
two more schools, nearly all his childhood
learning took place at home.

Thus arose the legend that Thomas Alva
Edison (born February 11, 1847) became
America's most prolific inventor-l,093
patents for such wonders as the micro
phone, telephone receiver, stock ticker,
phonograph, movies, office copiers, and
incandescent electric light-despite his lack
of schooling.

For years, he looked the part of the im
probable, homespun genius: five feet, 10
inches tall, gray eyes, long hair that looked
as if he cut it himself, baggy acid-stained
pants, scruffy shoes, and hands discolored
by chemicals. Later he took to wearing city

Mr. Powell is editor ofLaissez-Faire Books. He
has written/or The New York Times, The Wall
Street Journal, Barron's, American Heritage,
and more than three dozen other publications.

clothes-black. On more than one occasion
passers-by mistook him for a priest and
respectfully tipped their hats.

Yet Edison probably gained a far better
education than most children of his time or
ours. This wasn't because his mother had
official credentials. She had taught school,
but only a little. Nor was it because his
parents had money. They were poor and
lived on the outskirts of a declining town.
Nancy Edison's secret: she was more ded
icated than any teacher was likely to be, and
she had the flexibility to experiment with
various ways of nurturing her son's love for
learning.

"She avoided forcing or prodding,"
wrote Edison biographer Matthew Joseph
son, "and made an effort to engage his
interest by reading him works of good liter
ature and history that she had learned to
love-and she was said to have been a fine
reader."

Thomas Edison plunged into great books.
Before he was 12, he had read works by
Shakespeare and Dickens, Edward Gib
bon's Decline and Fall of the Roman Em
pire, David Hume's History ofEngland, and
more.

Because Nancy Edison was devoted and
observant, she discovered simple ways to
nurture her son's enthusiasm. She brought
him a book on the physical sciences-R. G.
Parker's School of Natural Philosophy,
which explained how to perform chemistry

73
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experiments at home. Edison recalled this
was "the first book in science I read when
a boy." It made learning fun, and he per
formed every experiment in the book. Then
Nancy Edison brought him The Dictionary
of Science which further spurred his inter
est. He became passionate about chemistry,
spending all his spare money buying chem
icals from a local pharmacist, collecting
bottles, wires, and other items for experi
ments. He built his first laboratory in the
cellar of the family's Port Huron house.

"Thus," Josephson noted, "his mother
had accomplished that which all truly great
teachers do for their pupils, she brought him
to the stage of learning things for himself,
learning that which most amused and inter
ested him, and she encouraged him to go on
in that path. It was the very best thing she
could have done for this singular boy." As
Edison himself put it: "My mother was the
making of me. She understood me; she let
me follow my bent."

Sam Edison disapproved of all the time
his son spent in the cellar. Sometimes he
offered the boy a penny to· resume reading
literature. At 12, for example, Thomas read
Thomas Paine's Age ofReason. "I can still
remember the flash of enlightenment that
shone from. his pages," he recalled. Typi
cally, though, he used his pennies to buy
more chemicals for experiments in the cel
lar.

But Thomas Edison had discovered intel
lectual play. He wanted to learn everything
he could about steam engines, electricity,
battery power, electromagnetism, and es
pecially the telegraph. Samuel F. B. Morse
had attracted tremendous crowds when he
demonstrated the telegraph back in 1838,
and telegraph lines were extended across
the country by the time Thomas Edison was
conducting his experiments. The idea of
transmitting information over a wire utterly
fascinated him. He used scrap metal to build
a telegraph set and practiced the Morse
code. Through his experiments, he learned
more and more about electricity which was
to revolutionize the world.

When the Grand Trunk Railroad was
extended to Port Huron in 1859, he got ajob

as newsboy for the day-long run to Detroit
and back. After about a year, he looked for
ways to make better use of the five-hour
layover in Detroit before the train made its
return trip. He got permission to move his
cellar laboratory equipment aboard the bag
gage car, so he could continue his experi
ments. This worked well for a while until the
train lurched, spilled some chemicals, and
the laboratory caught on fire.

In 1862, a train accident injured his ears,
and the 15-year-old began to lose much of
his hearing. Apparently, he realized that as
a handicapped boy without any credentials,
he must learneverything he needed to know
on his own. He dramatically intensified his
self-education.

"Deafness probably drove me to read
ing," he reflected later. He was among
the first people to use the Detroit Free
Library-with card number 33----and he sys
tematically read through it shelf by shelf.
He read literature. He was thrilled by Victor
Hugo's new romantic epic, Les Miserables,
especially the stories of lost children. He
talked so much about the book that his
friends called him "Victor Hugo" Edison.

Of course, what fascinated Edison most
was science. He devoured books on elec
tricity, mechanics, chemical analysis, man
ufacturing technology and more. He strug
gled with Isaac Newton's Principles, which
made him realize his future would be with
practical matters, not theorizing.

The Joy of Learning
As a home-schooled, self-educated

youth, Edison learned lessons that were to
serve him all his life. He learned education
was his own responsibility. He learned to
take initiative. He learned to be persistent.
He learned he could gain practical knowl
edge, inspiration and wisdom by reading
books. He learned to discover all kinds of
things from methodical observation. He
learned education is a continuing, joyful
process.

At 20, Edison got ajob as itinerant West
ern Union telegraph operator and became
remarkably proficient. He worked in Cin-
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cinnati, Louisville, Indianapolis, Memphis,
Boston, and New York. The more he
learned about telegraphy, the more he
wanted to learn. He took apart equipment
and reassembled it until he understood how
it worked. He experimented with ways to
make it better. He decided that greater
knowledge of chemistry would help him, so
he haunted used bookstores and ordered
chemistry books from London and Paris. He
filled his rented rooms with chemicals and
junk metal for his experiments. One asso
ciate observed: "He spent his money buy
ing apparatus and books, and wouldn't buy
clothing. That winter he went without an
overcoat and nearly froze. "

Edison's knowledge and enterprise led to
a dramatic series of inventions. On Janu
ary 25, 1869, he applied for a patent on a
telegraphic stock ticker which, after he filed
patents for dozens of successive improve
ments, became standard office equipment in
America and Europe. Edison invented a

printing telegraph for gold bullion and for
eign exchange dealers. Western Union and ~

its rivals battled to gain control of Edison's
patents which revolutionized the telegraph
business. For example, he figured out how
a central telegraph office could control the
performance of telegraph equipment at re
mote locations. He developed a method for
transmitting four messages simultaneously
over the same wire. Intense curiosity, nour
ished by his home education, drove him to
become perhaps America's best technician
on telegraphy.

From his practical experience, Edison
learned to make the most of unexpected
opportunities. For example, on July 18,
1877, he was testing an automatic telegraph
which had a stylus to read coded indenta
tions on strips of paper. For some reason,
perhaps excessive voltage, the stylus sud
denly began moving so fast through the
indentations that the friction resulted in a
sound. It might have been only a hum, but
it got Edison's attention. His imagination
made a wild leap. Explains archivist Doug
las Tarr at the Edison National Historical
Site, West Orange, New Jersey: "Edison
seemed to reason that if a stylus going
through indentations could produce a sound
unintentionally, then it could produce a
sound intentionally, in which case he should
be able to reproduce the human voice." A
talking machine!

Edison worked out its fundamental prin
ciples in his notebooks, and on December
17, 1877, he filed a patent application for the
phonograph ("sound writing"). This was no
improvement of existing technology. It was
something brand new, Edison's most origi
nal invention. It was also one thing he didn't
seek to invent, unlike the light bulb, power
generation systems, and other famous in
ventions which he deliberately pursued.
Having developed the idea, Edison followed
up, working on and off for more than two
decades to produce recorded sound quality
which would thrill millions.

With a flexible and open mind, Edison
enjoyed an important advantage in the race
for electric light. Other inventors were com
mitted to refining low-resistance arc lights
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(then used in light houses) which required
large amounts of electrical power and cop
per wire-the most costly part of their
lighting systems. In September 1878, Edison
cheerfully began considering the opposite: a
high resistance system which would require
far less electrical power and copper wire.
This could mean small electric lights suit
able for home use. By January 1879, at the
laboratory he established in Menlo Park,
New Jersey, Edison had built his first high
resistance, incandescent electric light. It
worked by passing electricity through a thin
platinum filament in a glass vacuum bulb to
delay the filament from melting.

But the lamp worked for only an hour or
two. Improving performance required all
the persistence Edison had learned as a
child. He tested many other metals. He
thought about tungsten, the metal in light
bulb filaments now, but he couldn't work
with it using tools available in his day. He
tried carbon. He tested carbonized filaments
of every imaginable plant material, includ
ing baywood, boxwood, hickory, cedar,
flax, and bamboo. He contacted biologists
who could send him plant fibers from the
tropics. "Before I got through," he recalled,
"I tested no fewer than 6,000 vegetable
growths, and ransacked the world for the
most suitable filament materiaL" Best per
former for many years: carbonized filaments
from cotton thread.

This proved to be one of Edison's most
perplexing inventions. "The electric light
has caused me the greatest amount of study
and has required the most elaborate exper
iments," he wrote. "I was never myself
discouraged, or inclined to be hopeless of
success. I cannot say the same for all my
associates. " Edison at the peak of his in
ventive powers drew inspiration, as he did in
his youth, from Victor Hugo's novel Toilers
of the Sea. The hero, Gilliatt, struggled
against the waves, the tides and a storm to
save a steamship from destruction on a reef.

Hailed as "The Wizard of Menlo Park,"
Edison was often able to see possibilities
others missed because he continuously ed
ucated himself about different technologies.

For example, during the late 1880s and early
1890s, he read widely about the latest de
velopments in photographic optics. He in
vestigated the potential of tough, flexible
celluloid as motion picture film and had
George Eastman make 50-foot-Iong, 35mm
wide test strips. Edison worked out the
mechanical problems of advancing film
steadily across a photographic lens without
tearing. He linked his new motion picture
camera to an improved phonograph, cap
turing sound synchronized with motion pic
tures. Then Edison developed what he
called the Kinetoscope to project these
"talking" images on a screen.

In 1887, Edison built a magnificent labo
ratory in West Orange, New Jersey. It was
10 times larger than his first, fabled facility
in Menlo Park. The main building alone
contained some 60,000 square feet of floor
space for machine shops, glass-blowing op
erations, electrical testing rooms, chemical
stockrooms, electrical power generation,
and other functions.

Once a day, Edison toured this vast fa
cility to see what was going on, but he did
most work in the library. It had a great hall,
a 30-foot-high ceiling and two galleries.
Right in the center, Edison sat at a desk with
three dozen pigeonholes, surrounded by
some 10,000 books. Here he would ponder
new ideas and hear his associates report on
their progress.

As Edison grew older, he became stouter
and harder of hearing, but he remained as
enthusiastic as ever about the free-wheeling
pursuit of practical knowledge. In 1903, he
hired Martin Andre Rosanoff, a Russian
born, Paris-trained chemist who asked
about laboratory rules. "Hell," Edison
snorted, "there ain't no rules around here!
We're tryin' to accomplish somep'n."

After Edison died on Sunday, October 18,
1931, his coffin was placed in his beloved
West Orange library for mourners to pay
their respects. Rosanoff identified a key to
the Old Man's enduring fame: "Had Edison
been formally schooled, he might not have
had the audacity to create such impossible
things." D
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IDEAS ON UBERTY

E Pluribus Unum

by Ralph A. Raimi

I t is futile to argue about the proper
translation ofthe motto EPluribus Unum;

the Latin used there is ambiguous, as befits
a motto, and it is in the nature of the Latin
language to be a bit cryptic in its preposi
tions and verbs. I myselfhave no doubt that
the motto refers to the States, which is to
say that where there had been a certain 13
colonies (in America) they were now be
come a single nation. To some degree
though I doubt this-the motto might have
meant also that various ethnicities were
combined, as that Pennsylvania had a large
German component and New York Dutch,
and that Calvinists were to live peaceably
with Wesleyans. Possibly, but all this was
minor compared to the real problem of 1789,
which was to combine 13 quarreling inde
pendent States into one nation, with a com
mon policy in foreign and interstate trade, a
common defense, a guaranteed respect for
one another's laws, and so on.

That was 200 years ago, and much has
changed since. If today some choose to
translate E Pluribus Unum as "diversity
within unity," and use the Latin "pluribus"
to sanction our current celebration of the
diverse cultures visible in American life,
that is agreeable to me and most other
Americans, for it certainly does not deny
the union of the States as well. But we must
not forget the "Unum" that lies behind the
Union that Lincoln fought to preserve. If
pluribus is reinterpreted to refer to the

Professor Raimi teaches mathematics at the
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multitude of diverse cultures present here,
as well as the multitude, now fifty, ofStates,
then unum correspondingly must refer to
some unity in our common culture, as well
as the legal union of our States.

What Unites Us?
In what, then, consists this unity in our

culture? What exactly is it that unites us,
and what is it that should unite us? Are they
the same thing? Are they the right thing?
And-are they enough?

Lincoln worried about that last question.
In his Gettysburg Address he characterized
the Civil War as testing "whether any nation
so conceived and so dedicated can long
endure." That is, conceived in liberty, and
dedicated to the proposition that all men
are created equal. That's all. He did not
say "conceived by Englishmen," or "con
ceived by Judeo-Christian Deists," though
one could argue some such proposition. He
did not say, "dedicated to the proposition
that all white males, native-born, 21 years
old, and demonstrably responsible and lit
erate should have an equal vote," though
that, too, was a proposition most of the
Founders would have approved. Lincoln
knew that these details of our history were
only incidents, perhaps necessary or per
haps only accidentally true in their time, but
certainly not the essence. He kept it simple
because a battle over a couple of the more
important details was exactly what he was
commemorating that day, and he knew oth
ers must follow, not only in that great civil
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war of 1863 but into the indefinite future.
Not that such "battles" were necessarily
to be sanguinary, but merely inevitable;
yet to bring them on prematurely would be
foolish. With Matthew he might say, "Suf
ficient unto the day is the evil thereof." In
our system it is best to disagree only when
the choice is forced, meanwhile celebrating
such agreement our culture already enjoys.

Liberty and Justice for All
In Lincoln's time, as at the time of the

nation's founding four score and seven
years earlier, there were very few cultures in
the world dedicated to the proposition that
all men are created equal, or to any propo
sition very near it. In 1776 again, there were
few societies valuing liberty over other val
ues, and even fewer enjoying anything very
near it. Today there are more of both,
though not very many; and one reason there
are as many as there are is the example of
the United States of America. And one
reason the United States of America suc
ceeded in institutionalizing liberty and
equality in 1776 was that its English heri
tage, vague and self-contradictory as it often
was in detail, included the Magna Charta
and other precedents of English law, and an
associated philosophical tradition culminat
ing with Hobbes and Locke. Nor did the
British heritage come to a stop with Inde
pendence, for the precepts ofHume, Smith,
Burke, and Mill mingled wonderfully, as the
years rolled down towards Lincoln, with
those of our own founders.

It is true that Americans do not officially
celebrate Magna Charta, Guy Fawkes' Day,
and the Glorious Revolution of 1688, but
that does not put these things outside our
common culture; they were important pres
ences here in 1776, as was the enormous
heritage of the Common Law by which,
fundamentally, we still order our responsi
bilities. The colonies of Spain and France in
America did not begin with any such law and
tradition, and the sad later history of those
colonies when they became independent has
never stopped exhibiting the difference.

This is not to say that a "British-Ameri-

can" (to use the repellent jargon of our
times) is any more real an American than
any other kind. We must all be grateful for
the English history behind our nation's
founding, but we of the year 1995, whatever
our lineal descent, cannot take credit for the
concept of trial by ajury ofone's peers, any
more than for the discoveries of Isaac New
ton. We can take credit, if we deserve it, for
maintaining that legal principle, and for
understanding and using the law of gravita
tion, but not because they were made by our
actual ancestors, let alone by ourselves in
the present century.

Our European Heritage
My own father and mother immigrated

from Poland threescore and ten years ago,
and the Russian Poland of their youth most
assuredly had no tradition of liberty or
equality, either one, whatever definition you
might give the words. That is why they came
here: not to import the prejudices and tra
ditions they had grown up among, but to
adopt new ones, to adopt a new language
and a new attitude and whatever else was
required to become American. Of course
they brought with them some of their own
previous culture; no adult is born yesterday.
Even their children-myself and my broth
ers-value some of what was brought from
Poland, and from lands more ancient still:
for our tradition teaches that our lineal
ancestors, under Moses' leadership and by
the benevolence ofGod, were brought out of
slavery in Egypt. We are asked by that
tradition to celebrate the Exodus, and be
grateful for it, but not to take credit for it,
or for The Ten Commandments later given
to Moses on Sinai. Such traditions are
borrowed by me, not born into me. They can
be borrowed by anyone with wit to use them
well; they are no more and no less mine and
my father's than the tradition of the Com
mon Law, which is not to be found in the
Books of Moses, but which my father ac
cepted for us when he arrived here, and
freely chose to live by.

My father's culture included much else
before he came to America. His own father,



indeed the whole Jewish part of his native
town, were adherents of a religious sect of
a particularly pious, intolerant, and Puritan
ical nature. For gloomy superstition and
repression of women, for example, the Ha
sidim of Nasielsk had no peers. Is that, too,
part of the ethnicity I am supposed to
celebrate as part of this multicultural soci
ety? Excuse me; I'll have the Magna Charta
instead. It's English, maybe, but it's mine.
Hasidim are more free under English (or
American) law than Americans would be
under Hasidic law; we intend to maintain
it so.

What then of our ethnic multiplicity? Are
we supposed to reject it? Deny it? Is Unum
the only important part of the motto on our
nickels and quarters? Of course not. As it is
with me, so it is with everyone: We all have
traditions and values and attitudes that we
cannot forget, and that we do not necessar
ily hold in common with our neighbors here
in America. We have every right to enjoy
them, provided they respect the common
weal. Many of these cultural values are
associated with the name of some country,
empire, language, religion, or caste that
once governed our lineal ancestors. Amer
ica is in fact the place where private citizens
are enabled to retain and enjoy these things
in peace and mutual respect better than in
any other country; we have been a leader in
this regard.

Select the Right Traditions
But there are certain traditions that we

must ourselves maintain, and not merely
respect in others. Traditions that we cannot
reject if we are to call ourselves Americans,
even if they conflict with everything held
valuable in some tradition of our own lineal
ancestors. The rule of law and equality
before the law cannot be abridged, even if
it was our ancestors' custom to exempt
noblemen from the courts and laws that
governed commoners, whether in eigh
teenth-century England or nineteenth-cen
tury Russia or twentieth-century Arabia.
Equality, too, is American, and it must be
accepted by any immigrant who would be-

E PLURIBUS UNUM 79

Abraham Lincoln

come American. We must deny the immi
grant's "right" to bring with him a plan for
sabotaging these two American values,
whatever might have been the practice ofhis
own forebears. Not all values are equal and
not all cultures have been benign.

Lincoln was right to limit his catalogue of
American ideals to two-liberty and equal
ity-for that too is American: to limit as little
as possible the values our citizens-if they
are to be Americans-are asked to hold and
exercise. And even then we do not compel
belief, for even that much would violate our
principle of liberty. There are in fact many
zealots among us who would reduce Amer
ica to a theocracy if they had their way. We
do not cut off their ears; we only ask that,
apart from what they say and write, they will
in their actions obey our laws. We hope that
with time they will learn better. There are
also among us those who would prefer an
America cleansed ofblacks, or ofJews, and
who say so. We do not cut out their tongues
or sell them into slavery; we only ask that,
apart from what they say and write, they will
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in their actions obey our laws. We hope that
with time they will learn better.

The Rule of Law
Liberty and equality have their expres

sion in the rule of law, and this fabric of
freedom has been in large part forged in the
history of England, but while for this we
must be grateful to the England that did this
for us it does not follow that those of us of
English lineage are any better or more
important than the rest. Nor, on the other
hand, does it follow that in some anxiety
for "equality" among cultures we must
downplay or deny the English origins of our
polity.

True, we have had to reject much of
English heritage too. We allow no princes or
viscounts here, and we do not kidnap
drunken sailors for our Navy, nor do we
exile thieves to a 10,000~mile distant colony,
or place debtors in prison. These all were
English customs as little as two hundred
years ago. Thus we have been selective in
our borrowing from the British heritage. (So
have the British!) But though we have re
jected some of it, we cannot deny that what
we have selected in law and politics owes
more to Britain than to Mrica or China.

To say that our notion of liberty derives
mainly from Britain is to simplify, for Britain
itselfhad borrowed from ancient Greece and
Rome. Similarly, our principle of equality is
also partly rooted in an older source: the
Levantine conception of a universal God to
whom we are all, equally, his children. But
the English were peculiarly successful in
developing both ideas in practical terms,
forming a solid base for the great American
experiment.

At first glance, E Pluribus Unum and the
mention of liberty and equality speak noth
ing of the artistic, scientific, or other intel
lectual or sentimental features of our cul-

ture. They speak of government and of
rights and duties of a civic nature, but not
about music, food, mathematics, and
sports. In these domains we are entitled to
be as diverse as we please; but it should be
recognized that this entitlement too is Amer
ican. There are cultures where all styles,
yes, even in music, food, mathematics, and
sports, are dictated by an authority that will
allow no deviation. Not so in America. We
may respect diverse cultures in most re~

spects, and indeed we have borrowed from
all of them, but we must reject as insuffer
able those which would compel particular
cultural choices outside the domain of civil
law, for that would be to deny our liberty.

In short, we absolutely reject that part of
any tradition that would deny equality or
liberty, but not because they are merely
alien in the sense of being current some
place outside our geographic borders. Tra
ditions subversive of liberty or equality are
outside our borders in a deeper sense: they
are alien to our spirit.

To paraphrase another American we
count it self-evident that it is better to be free
than to be enslaved, and better to be equal
under the law than governed by laws de
pending on class, race, or religion. It is the
definition of Americans, that we were con
ceived in liberty and dedicated to the prop
osition that all men are created equal. There
is within our borders an enormous cultural
diversity, which we not only tolerate, but
enjoy and celebrate-but always within
these two restrictions of peculiarly British
origin. Each ofus is entitled to love, despise,
or be indifferent to Italian opera, Buddhism,
or the Theory of Relativity; there is no
Principle of Multiculturalism that compels
our allegiance to any of this. But any prin
ciple that conflicts with Lincoln's definition
of America is not ours to reject, for that
would be impossible to reconcile with
America as an idea. 0



Ideas and Consequences

Dissatisfaction
Guaranteed and No
Money Back

by Lawrence W. Reed

W ithin days of last November's elec
tions, Newt Gingrich promised that

Congress would take up the issue of a con
stitutional amendment to permit voluntary
school prayer. That news must have hit me
at an uncharacteristically irritable moment.

"Why even bring it up?" I thought. "Con
gress ought to focus its attention on fixing
the economy by rolling back the intrusions
ofthe central government. Besides, children
have every right now to take a moment on
their own and say a quiet prayer; amending
the Constitution to permit anything else
would open the door to subtle coercion and
endless litigation. What could prayer in
school accomplish that can't be accom
plished by prayer outside of school?"
T~at was a visceral, almost unthinking

response. What I needed was a talking-to by
fellow Christians, followed by a moment of
silence to think the whole thing through.

Understanding the school prayer contro
versy is impossible without an appreciation
for the endurance of Christian parents who
have children in public schools. Upon re
flection, I now realize that they, in general,
exhibit far more tolerance than many oftheir
secular, anti-school prayer critics.

Christian parents today feel besieged, as
if they have been targeted as the one group
in America that anybody can ridicule and
discriminate against legally and proudly.

Dr. Reed, economist and author, is President of
the Mackinac Center for Public Policy, a free
market research and educational organization
headquartered in Midland, Michigan.

Most of them would probably turn the other
cheek were it not for the fact that when it
comes to public schools, their tax dollars are
helping to finance the assault.

The U.S. Circuit Court of Appeals in
Cincinnati ruled that a picture of Christ
hanging in a school hallway "entangles the
government with religion." In Idaho, an
other Appeals Court ruled that high school
graduation prayers are unconstitutional
even if a majority of students vote that they
want to pray. In establishing the precedents
on which these decisions were based, the
Supreme Court earlier struck down orga
nized prayer in the public schools (1962),
recitation of the Lord's Prayer (1963), offi
cial moments of silence (1985), and prayer at
school graduation ceremonies (1992).

America's Christian heritage-an undeni
able and vitally important ingredient in this
nation's success-is being systematically
expunged from classroom history texts.
Even Christmas trees and Santa Claus are
banned in some schools as threats to the
separation of church and state. Simply al
lowing Christian students to meet on school
grounds after hours, much as the Future
Farmers of America or a homosexual group
can do, had to be fought for tooth and nail
all the way to the Supreme Court.

The Constitution's guarantee of freedom
of religion has become taxpayer-funded
freedom from religion. Writing in the No
vember 28 U.S. News & World Report,
columnist John Leo recounts the episode
of a Douglasville, Georgia senior class pres-
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ident who was nearly prevented from giving
the traditional graduation address because
school authorities feared he might say some
thing religious in his remarks. "He presum
ably could have turned the occasion into a
rally for Jeffrey Dahmer or called for the
violent overthrow of the state of Georgia
without attracting any censors," says Leo,
"but a suspected reference to God was
enough to shut him up."

While it's deemed unconstitutional, anti
social, and even backward to cite the Bible
in the classroom to make a point, it's OK
for teachers to put condoms on bananas
in a sex education class, or to teach that
no one person's view of right and wrong is
any better than the next person's. Christian
parents who believe otherwise are expected
to keep quiet and send the kid, as well as the
money the system spends to undermine
what they've taught at home.

"But if Christians object," public educa
tion's apologists retort, "they can send their
children to private schools." Sure, and pay
twice-once in tuition for the school they
buy and again in taxes for the other product
they've rejected.

Incidentally, though I've referred to
Christians up to this point, there are cer
tainly other groups I could have included.
Christians are not the only-people who have
problems with what goes on (or doesn't) in
the public schools.

A carefully crafted constitutional amend
ment on this matter may be a remedy that
will satisfy Christians but the question is,
will it satisfy atheists or agnostics? What
about others whose tax dollars pay for the
schools but who don't want even voluntary
prayer being supervised on government
property with government employees?

There is a larger point here thc-.n simply the
fact that public schools have become intoler
ant to religion. That point is this: there can be
no final resolution ofmatters ofthis nature,
no universal satisfaction, within the context
of a coercively-financed system that. has
captives instead of customers. When you
hear the motto, "Satisfaction Guaranteed
or Your Money Back," the last thing that
comes to mind is a government program.

In free markets where individual choice
prevails, conftictis minimized. You get what
you pay for and you pay for what you get.
If you don't like the wares in one store,
there's no need to throw up a picket line.
You don't have to attend lengthy and boring
meetings and be talked down to by public
"servants." You don't have to wait until
the next election and hope that 50 percent
plus one of those who vote will vote the way
you'd like them to. You simply shop else
where. End of discussion.

Here's how Walter Block explained the
problem in his chapter, "We Ought to Have
Sex Education in the Schools," in FEE's
1994 book, Cliches ofPolitics:

Instead of considering the proposition "We
ought to have sex education in the schools,"
let us contemplate "We ought to have pizza in
the restaurants."

Were this question solved in the manner
presently used for sex education, our system
would be very different. Most restaurants
would be run by the government. All citizens
would be forced to pay for these public res
taurants, whether they used them or not.
Those who patronized private ones would
have to pay twice: once in fees for meals, and
then again through taxes. People, moreover,
would be assigned to the public restaurant
located nearest to them.

As to the pizza question, all public restau
rants would either stock this foodstuff, or they
would not. There could be no such thing as
restaurants specializing in different cuisines,
and people sorting themselves out according to
their tastes. Thus, either the pizza lovers, or
the pizza haters, would be disappointed.

Controversies like prayer, or sex educa
tion in the schools will not end until con
cerned parents can freely opt for private
alternatives without being forced to pay for
public systems that assault their beliefs and
values. Those who believe that a constitu
tional amendment allowing voluntary
school prayer will solve problems should
understand that it would solve some prob
lems, create others, and leave the funda
mental dilemma unchanged.

A free market in education is the real
answer to prayer. D
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Business-Government Collusion

by Eric-Charles Banfield

Back when first cutting my teeth on the
concepts of free-market economics, I

was impressed by the argument that busi
ness firms have to satisfy their customers to
survive. Firms have strong, natural disin
centives against performing poorly or acting
immorally because they would risk losing
customers and going out of business. For
some time thereafter, I defended "busi
ness" on those grounds. Business is not an
evil, I argued; indeed, businesses are almost
"slaves" to the shifting and elusive passions
of the sovereign consumer.

But over the years, I found myself forced
to refine my views regarding business firms.
Three lessons stand out. First, being "pro
business" is not the same as being "free
market. " Second, regulation, which pre
sumably works "against" business, goes
hand-in-hand with special privileges and
artificial protections "for" business. Third,
the phenomenon of active and routine col
lusion between business and government
made the business world seem less than the
pure and benevolent social agent I once
perceived. In short, I began to recognize
that the concept of "the corporate welfare
state" goes a long way to describe some of
the problems we observe in the complex

Mr. Banfield is owner of Banfield Analytical
Services in Westmont, Illinois. As an adjunct
policy analystfor the Heartland Institute, he has
testified before the National Association of In
surance Commissioners, The Illinois General
Assembly, and a U.S. Republican Hearing on
health-care reform.
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nexus between the market sector and the
government sector. All too often, busi
nesses lobby government for special privi
leges they would not have in a true, free
market.

What Is Pro-Business?
Much political rhetoric over the past de

cade has centered over whether a particular
policy is "favorable to business," or
whether a candidate is "pro-business." In
earlier years, I rooted for any "business
friendly" policy move, and supported con
servative "pro-business" politicians. But,
as I learned over the years, "pro-business"
ideas are all too often inconsistent with
"free-market" ideas.

When politicians speak about being' 'pro
business," they try to create the impression
they will do things to benefit the business
climate. That help, however, can come in
two forms. One form is in the promise of
deregulation, or a promise to fight new
regulations or taxes that will potentially
harm the economy, an industry, or a firm.
This is generally all to the good; the help is
"negative"; that is, the politician will focus
on what the government should not do
regarding a business's activity.

But the second form of "pro-business"
help is "positive," that is, the state takes
some action that specifically helps a busi
ness or an industry, usually at the expense
of other people. The government creates
some law or regulation that allows a busi-
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ness to do or have something it could not
otherwise do or have in a true free market.
It grants what amounts to a privilege.

That distinction might seem clear. Yet, as
The Economist put it, "businessmen them
selves-torn between a desire to be left
alone and an appetite for special favors-are
often unsure quite what they want from
government. ,,1

Examples of Privilege
Bailouts. Clear-cut examples of artificial,

government-granted privileges include bail
outs, such as when a large firm or industry
is losing money. The government gives the
failed entity cash or cheap loans, or allows
it to write off its creditors without liability,
so it can resume business despite its poor
performance. Recent examples include
banks and auto manufacturers.

Subsidized loans. Some sectors are per
petually propped up, regardless of their
condition. For example, government offers
"small businesses" subsidized loans at be
low-market interest rates, with the taxpayer
assuming the risk. When government
assisted "small-business investment com
panies" fall, these "venture capital" firms
simply declare bankruptcy before the gov
ernment's Small Business Administration
can file a claim on the assets.2

Outright "disincentive" subsidies. An
other clear example of privilege is subsidies
in which an outright payment occurs. For
example, agricultural corporations get ev
ery kind of corporate subsidy imaginable,
including dairy price supports, export
enhancement programs, and payments for
not growing certain crops.3

Resource privileges. Other privileges in
clude special deals for ranchers, oil compa
nies, and lumber companies to graze on,
drill in, or cut resources from federally
owned lands at drastically reduced prices.
They get those deals not only because the
government is reluctant to sell any ofits vast
land holdings, but because firms in those
industries are unwilling to buy the land for
what it's worth, or to pay full price for the
resources they use.4

Monopoly privileges. Another example of
privilege is cable companies and utilities
that get granted exclusive monopolies over
their regions, using the law to outlaw sys
tematically any competition.5

Trade protection. Businesses argue for
restricted competition at the international
level, too. Many large corporations saw the
North American Free Trade Agreement
(NAFTA) as a vehicle for securing "com
pensatory" protections and other favors.
The administration "negotiated conces
sions" for flat glass, durum wheat, home
appliances, wine, peanuts, textiles, sugar,
and citrus and vegetable interests, all "po
litically sensitive industries" that needed
"relief. ,,6

Large businesses have often supported
labor, zoning, permit, safety, or other reg
ulations designed to keep out low-cost com
petitors, because the bigger firms were al
ready meeting those new requirements
anyway.

As The Economist reports, "Regulation
offers ways not just to create markets but
also to compete with rivals. Firms have
learned to lobby for rules that bring them
benefits. Established companies ... may
lobby for stricter standards, knowing that
these will mainly affect new ~ntrants. Com
panies lobby for standards which they can
meet, but impose high costs on competi
tors. ,,7

A classic case of that is underway with
regard to environmental regulations. In fact,
The Economist continues, companies in this
area "press for regulations that will create a
market for their products. Companies sell
ing low-sulphur coal have rooted· for legis
lation to reduce acid rain." And waste
management firms have fought to maintain
and strengthen environmental regulations,
including new landfill restrictions, waste
incineration standards, and licensing
schemes to keep out competitors.8 The
Clinton Administration's smog-control plan
is designed to mandate a greater market
share for ethanol, "and is likely to boost
further the fortunes of Archer-Daniels
Midland Co., the politically active agricul
tural company that dominates the ethanol
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market."9 ADM did no direct lobbying on
the issue, but "didn't have to." Competing
industry groups charge that ADM's influ
ence was indirect, primarily through The
Renewable Fuels Association, a trade
group. 10

It's routine. One insurance executive
noted, "It's common in our industry: Large
companies support legislation to drive out
small competitors." 11

Drawing the Line
All of those privileges are perfectly legal,

as business lobbyists and activists quickly
point out. But legal doesn't mean moral.
One Texaco executive, for example, feels
uncomfortable drawing a hard line between
lobbying against bad regulation and lobby
ing for special privileges. He used the old
"what's-good-for-General-Motors-is-good
for-America" argument. His analogy was,
"If growing wheat happens to be good for
the nation, then it's okay to say so [in your
lobbying efforts], even ifyou're a farmer. ,,12

The Harm to Others
When the harm to consumers and taxpay

ers is considered, however, that claim of
morality is harder to defend. To free-market
advocates, such privileges are not the
proper function of government. Ethical
businesses should sink or swim on their
own, without any help or harm from gov
ernment. That is, the proper pro-business
stance is "negative" (Le., the state should
leave me alone). A "positive" stance (Le.,
the state should do me a favor) is improper.
Those favors or privileges would not exist in
a true free market without government in
tervention. They can be granted only at the
expense ofothers: taxpayers, consumers, or
other businesses.

Tax Breaks: Are They
"Subsidies"?

Some privileges or exemptions are slip
perier to define. A good example is tax

breaks. It remains an open question among
free-marketeers, if an industry lobbies for
and receives an extra tax deduction that
some other industries don't get, whether or
not that runs counter to free-market princk
pIes. Some would argue that anybody who
can get a break from burdensome govern
ment taxation should accept it, and should
feel no moral guilt about keeping money
away from a wasteful, corrupt bureaucracy.
Also, as one of my colleagues explained,
every $1.00 in tax revenue leads to $1.83 in
new spending. Every dollar you keep from
government, therefore, prevents another 83
cents in deficit borrowing. Tax breaks are a
moral and economic good.

Others would argue, on the basis of
"equal protection ofthe laws" that the same
breaks should go to all industries; if not,
they should be opposed. Seeking and ·ac
cepting a special tax break is "unethical."

A Wall Street Journal editorial, focusing
on the' 'industrial subsidy game" played by
state and local governments, recently tack
led this tricky issue. "The cleanest line we
can draw . . . is between enterprise that is
subsidized and that which isn't." The edi
torial faulted the city of Austin, Texas, for
giving a tax break to Apple Computer onthe
following grounds: "As long as ... locali
ties go bidding for business with funds that
must be raised from other taxpayers, then
the objections of other citizens must be
weighed" [Italics added]. 13

The editors have a point: Many argue that
government will spend what it will spend.
Perhaps more taxes mean more spending.
But lower taxes do not mean the govern
ment will spend less. Thus, lowering taxes
for one person means more taxes paid by
another (perhaps by someone in the future,
if the deficit is made up by borrowing that
must be repaid in the future). Under this
argument, a tax break is indeed a subsidy.

A New Look at Tax Subsidies
Whether tax breaks are improper privi

leges or not, they seem increasingly unprag
matic, even to policymakers. Some mayors
of large cities abhor the idea "that politi-
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cians can create jobs by handing out tem
porary tax bribes to companies" to spur a
city's economic activity.14 The Heartland
Institute wrote' 'there is growing consensus
among experts and the general public" that
tax abatements and subsidies "are an un
sound investment. ,,15

Businesses, too, are learning those tax
breaks can backfire. A Michigan judge re
cently barred General Motors Corporation
from closing its Ypsilanti assembly plant, on
the grounds that GM's acceptance of Mich
igan's tax abatement program was "a prom
issory estoppel," a contract or implied
promise to keep the facility operating in
exchange for reliefon its taxes. 16 Tax breaks
have strings attached. Perhaps business
managers will think twice before looking at
tax subsidies as some "free lunch."

Regulation and Privilege
Despite a little difficulty in defining priv

ilege, we can say that regulation and privi
lege are two sides of the same coin. And, to
extend the analogy, performing the regula
tion-privilege coin trick requires a balancing
act and a vicious cycle.

All large industries now face regulations
and privileges. If the restrictions cost more
than the privileges are worth, the industry
suffocates, leaving nothing to tax or regu
late. If the value of privileges exceeds the
cost of the restrictions, then the industry
takes advantage, and abuses occur for
which regulators are blamed. Balance is
crucial. If regulators take the heat, they
impose more regulations. But those hurt
industry profits. The industry in turn com
plains to regulators, legislators, and staffers.
The government, instead of removing the
restrictions, offers privileges to offset or
compensate for the regulatory burdens. But
those privileges lead to excesses and
abuses, which lead to more call for re
regulation, and the cycle continues.

The classic example is the S&L industry.
For decades after the 1930s, the S&L busi
ness suffered harsh regulation but enjoyed
the offsetting privileges ofdeposit insurance
and legal protection from competition. The

system contained its inherent problems be
cause the two were roughly balanced. The
Depository Institutions Deregulation and
Monetary Control Act of 1980 removed
some of the industry's burdensome regula
tions, yet it increased the privilege of de
posit insurance, boosting coverage to
$100,000 per account from $40,000. Regu
lation and privilege became unbalanced, so
the industry abused the privilege of taxpay
er-backed deposit insurance, and taxpayers
got stuck for $170 billion. 17

Regulation as an
Access Window

A lot of that business begging is done by
firms that are heavily regulated. Indeed,
many argue, that regulation is precisely
what hindered their competitiveness and
threatened their health. But how do regula
tion and privilege get so intertwined?

BasicallY, businesses get entrenched in
the process. Once regulated, an industry
opens an "access window" to the political
process, via lobbyists and trade associa
tions. After all, it must defend itself against
bad regulations.

But these meetings are hardly knock
down, drag-out fights. At hearings, business
and politicians usually playa polite, concil
iatory game. The industry often' 'agrees that
reform is needed." It acknowledges the
laudable intention of the new government
regulation, but questions only some of the
technical language in the clauses. The reg
ulated industry rarely fights to defeat an
entire measure. Instead, it focuses its re
sources only on opposing or rewriting some
technical language in one or two sections of
a proposed bill or regulation. They know
that the regulations and laws will harm
them. But they will eventually lead to some
later concession or compromise, or better
yet, an outright privilege that will benefit
them later. The window works both ways.

An article by Gary S. Becker, a 1992
Nobel laureate and professor of economics
at the University of Chicago, said, "The
best way permanently to reduce undesirable
business influence over the political pro-
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cess: Scrap all the regulations that serve as
little more than tollgates for graft. ,,18

Seeking Safe Harbors:
The Gray Area

Often that concession or compromise
helps a business or industry simply define
what it can or cannot do. Frequently, busi
nesses lobby Washington to help redefine
some previous regulation that was poorly
written, or has not been flexible enough to
accommodate new technology or new
trends. Much lobbying involves updating,
revising, or amending old laws that are not
relevant to current reality. Businesses con
stantly revisit old issues to redefine what is
illegal and what is not, for they wish at least
to act legally. They ask government for
"guidance," "flexibility," "no-action let
ters, " and "approvals of action" so that if
a regulatory question comes up later, the
business can respond, "The government
said it was legal. " Businesses need to know
where they can find "official non-enforce
ment," "comfort levels," or "safe har
bors," so they can proceed in their business
with increased legal certainty, with clear
and consistent definitions of the law.

Technical Input
Businesses also offer to help government

write the laws and regulations so they make
some logistical sense, so they are internally
consistent, or so they have a chance of
"working" in a technical sense. Examples
of that type of business-government coop
eration abound in finance, such as insurance
and banking, especially with regard to ac
counting or actuarial matters. Regulations
and laws written without industry input
would otherwise be self-contradictory, in
feasible, excessively burdensome or costly,
or otherwise inconsistent with the reality of
how the industry operates.

Businesses often bring in expert advisers
from' 'the real world" to work on "technical
working group meetings" and explain to
officials why the new rules must be written
very carefully. Government accepts input

from business so it can say its enlightened,
interactive, "give-and-take" process re
sulted in a regulation or law that' 'we can all
live with," that "everyone had a say in,"
that was "even-handed" or "reasonable."

That close contact between business and
government often leads to one business
gaining some regulatory privileges or advan
tages over another. During those technical
draftings of a bill, a business can slip in a
provision that (perhaps even unbeknownst
to the regulators) will indirectly harm its
competitors.

Much of the time, however, businesses
are not trying to harm or defraud anyone.
They're not looking for permission to rob or
defraud people. They just want better defi
nition of the laws, because they are so
numerous, so comprehensive, and so per
vasive. Businesses want legal confidence
so they can· form expectations and plan
ahead.

The Revolving Door
The people who participate in that pro

cess can then pass through the "revolving
door. " Businesspersons with expertise at
dealing with government on technical indus
try issues find themselves candidates for
jobs as regulators, who can work well with
their former industry compatriots. Hiring
experienced people from an industry allows
the government to say it is being "reason
able" and wants to get the regulation
"right." Regulators, with experience at
dealing with industry executives, in tum
find opportunities as corporate government
relations directors or lobbyists in trade as
sociations. 19

The Game
Many in business and government see this

whole process, which has evolved over
centuries, as simply "the way things are
done" and the only way to have any influ
ence over what happens between business
and government. If a business stands on
principle and lobbies vigorously against
every new law or regulation, it is seen' as
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hostile and stubborn, unwilling to compro
mise, unwilling to "play the game." Regu
lators see that behavior as a business's way
of saying it doesn't want to be invited back
to the hearings next time. Nonetheless,
Stanley S. Arkin, a New York attorney,
believes "resisting governmental authority
may be an act of social responsibility for
corporate America. Companies that stand
up . . . and fight . . . are peIforming a
patriotic duty by resisting the arrogant and
undeserved application of . . . law.' ,20

Still, a business or industry that shuns the
very process that writes its industry's reg
ulation would find itself stranded, having cut
off its avenue of influence and information.
That can be good and bad. It might prevent
it from lobbying for privileges. But it will
also prevent it from lobbying against future
ill-conceived regulations. It works both
ways. Lobbying for deregulation is tanta
mount to lobbying for fewer privileges.

So businesses tend to just let things go as
they have in the past. Most of the action is
in that "gray area." Is that middling type of
lobbying good or bad? It depends. If busi
nesses use that access window to write
regulations that harm their competitors un
justly, or at consumers' expense, then they
are abusing the process.

Regulatory Capture
The phenomenon of using the regulatory

process to one's advantage is nothing new.
Economists years ago labeled it "the cap
ture hypothesis." Says one textbook,

The capture hypothesis assumes that
regulatory agencies are set up in the
interest of the firms to be regulated and
that regulators serve the interest of regu
lated firms (who have "captured" them
through the political process), not con
sumers. The capture hypothesis turns on
its head the idea that economic regulation
is designed to protect the public interest
from monopoly. It is easy to point to
examples of industries that like being
regulated [such as airlines, telephones,
and trucking].21

Companies that "like" being regulated
are entrenched neck-deep in the political
process, opening up room for abuses more
blatant than just legal subsidies and protec
tions. Becker wrote:

Corruption is common whenever big
government infiltrates all facets of eco
nomic life. In modern economies, profits
often are determined more by government
subsidies, taxes, and regulations than by
traditional management or entrepreneur
ial skills. Huge profits ride on whether
companies win government contracts, get
higher tariffs and quotas, receive subsi
dies, have competition suppressed, or
. . . have costly regulations suppressed.

Companies respond to the importance
of government's role by striving to influ
ence political decisions. It is often effec
tive just to lobby politicians, and ...
bribe officials and politicians in return for
government favors and profits.22

Yet protections and subsidies, even
bribes, can ultimately destroy the targeted
industry. As I wrote on S&Ls and banks,
"Many bankers still want the privilege of
[deposit-insurance] coverage but also want
fewer regulations. [They] cannot have it
both ways. They must choose, and soon,
either to stagnate as wards of the state in an
unpredictable political process, facing even
tual demise, or to be free and responsible
institutions. "

Paul Weaver of the Hoover Institution, in
a book review, summarized: "Many cor
porations . . . lobbied hard to make sure
government's interventions in the economy
yielded limits on competition, subsidies,
and other business advantages. [It is] a
hard-to-accept truth: business is a major
source of the anti-market thinking and pol
icies that make a lot ofbig companies unable
or unwilling to cope in a competitive
world.,,23

A Needed Change in
"Business Ethics"

Business firms don't seem to make much
effort to separate themselves from the po-
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litical process. Perhaps the growing number
of socially responsible consumers and in
vestors would flock to the products and
stocks of firms that made a point of distanc
ing themselves from all forms of business
government collusion. Imagine the follow
ing advertising pitch:

We don't accept government subsidies,
bailouts, low-cost loans, insurance, or
other privileges. We don't lobby for laws
that hurt our competitors. We actively
oppose protectionism and invite all for
eign competitors to try to underprice us.
We do not lobby for tariffs, quotas, or
anti-dumping laws. We do not support the
government's budget deficits: Our trea
sury department holds no government or
agency securities.

But for now, it seems that no such firm
exists. Business-government collusion is a
fact of the real world. It is possible only
because the government has written so
many detailed, intrusive laws in its perpet
ual attempt to micromanage all of our busi
ness activities. And government has a habit
of applying these laws in arbitrary and
capricious manner. That process allows
some greedy businesses systematically to
empower themselves at others' expense,
using political pull to gamer favors they
could not otherwise have in a free market.

Those businesses must learn that people
will learn to respect them if only they end
their dependence on government privilege,
and stand up on their own feet and face the
economic reality of the world on their own
terms. D
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John C. Calhoun: Champion
of Sound Economics

by William J. Watkins, Jr.

History teaches us that pernicious eco
nomic policies can destroy a powerful

nation in a surprisingly short period of time.
When a government uses tools such as
currency expansion, debt, and high tariffs,
eventually not even force will hold the
nation together. Were we to heed the advice
of statesmen from earlier eras, solutions to
many of our most pressing problems would
be clear. The first half of the nineteenth
century is an excellent period to study in
that many policies that were pursued greatly
resemble recent economic misadventures.
And of the statesmen fighting for sound
economics during the turbulent years of the
nineteenth century, John C. Calhoun was
one of the most tenacious.

Though Calhoun battled valiantly for
"Free trade, low duties, no debt, separation
from banks, economy, retrenchment, and a
strict adherence to the Constitution," 1 his
torians do not consider him a champion of
sound economics. Calhoun is remembered
primarily for stalwart republican principles
rather than his economic acumen. This is
indeed a shame since the turbulent years
leading to the Civil War were predominantly
shaped by divergent opinions concerning
the central government's intervention in
the economic sphere of American life. As

Mr. Watkins, a recent graduate of Clemson
University, is Assistant Editor ofThe Freeman.

was the case in the time of Calhoun and the
bloody war that soon followed, govern
ment's interference with voluntary ex
changes between individuals in the market
place inevitably leads to conflict.

I Calhoun was born the son of a plucky
Ulsterman in the upcountry of South Caro
lina and was molded by his pioneer kinsmen
and Calvinist upbringing. After graduating
Phi Beta Kappa from Yale College in 1804,
he went on to study law. Always energetic,
Calhoun found the practice of law pedes
trian and soon made his entrance into public
life.

Early in his career in the nationallegisla
ture, Calhoun had a reputation as a War
Hawk and supported such unsound policies
as internal improvements with federal
funds, the national bank, and tariffs. With
the aid of John Randolph and practical
experience, Calhoun realized he had strayed
from the principles of the founding era.
Fittingly, it was the North's exploitation of
the South vis-a-vis the tariff that awakened
in Calhoun an understanding of basic eco
nomics.

The Free Trader
Of all the sundry conflicts between the

sections in the 18oos, the issue of the pro
tective tariff was the most fervently de
bated. Calhoun opposed protective tariffs
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on constitutional and economic grounds. He
believed that the powers delegated to the
general government were trust powers
rather than plenary and were consequently
limited to the nature and the object of the
trust. Thus, the power to levy tariffs can
only be used to raise revenue to meet the
legitimate expenses of government.

While addressing the Senate before the
passage of the Tariff Bill of 1842, Calhoun
argued that when tariffs are levied for pro
tective purposes, government descends
"from its high and appointed duty, and
become[s] the agent of a portion of the
community to extort, under the guise of
protection, tribute from the rest of the
community; and thus defeat[s] the end of its
institution, by perverting powers, intended
for the protection of all, into the means of
oppressing one portion for the benefit of
another."

An example of Calhoun's opposition to
protective duties on solely economic
grounds can be found in the same address.

91

Calhoun had brought charts, which de
scribed what supply-siders would later call
the Laffer Curve, to the floor of the Senate.
He explained that on all items' 'which duties
can be imposed, there is a point in the rate
ofduties which may be called the maximum
point of revenue." He proceeded to show
his colleagues how high tariffs coincided
with a stagnation of interstate commerce
and a decline of exports. The charts also
illustrated how during periods oflow duties,
exports and key sections of the domestic
economy grew.

Representing a state that depended upon
the ability to sell her staples freely on the
world market, Calhoun was unrelenting in
the fight for free trade. "No people," em
phasized Calhoun, "restricted to the home
market, can, in the present advanced state
of the useful arts, rise to greatness and
wealth. . .. For that purpose, they must
compete successfully in the foreign mar
ket.... ,,2 As the spokesman for the South
ern states, Calhoun asked for no special
favors from government. He was confident
that the South could succeed not "by the
oppression of our fellow-citizens of other
States, but by our industry, enterprise, and
natural advantages.,,3

Sound Money
Essential to Calhoun's recipe for compet

ing in foreign markets and maintaining pros
perity at home was "a sound currency,
fixed, stable . . . instead of an inflated and
fluctuating one. " Unlike modern America's
followers ofthe' 'new economics," Calhoun
understood the importance of a sound cur
rency and realized that inflation robbed the
working man of the fruits of his labor.
Currency expansion, according to Calhoun,
"overthrew the almost entire machinery
of commerce, precipitated hundreds of
thousands from affluence to want ..." and
corrupted private and public morals.

Moreover, a stimulus "caused by the
expansion .of currency . . . would tempt
numerous adventurers to rush into the busi
ness, often without experience or capital;
and the increased production . . . would
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greatly accelerate the period of renewed
distress and embarrassment. . . ."

With Misesian accuracy, Calhoun recog
nized the nature of artificial periods of
growth and .the inevitable readjustments
that must always follow. In an 1838 oration
in the Senate, Calhoun proclaimed: "Noth
ing is more stimulating than an expanding
and depreciating currency. It creates a de
lusive appearance of prosperity, which puts
everything in motion. Everyone feels as
if he was growing richer as prices rise....
But it is the nature of stimulus . . . to excite
at first, and to depress afterwards."

Not only did Calhoun oppose governmen
tal machinations with currency for eco
nomic reasons, but as with Congress' power
to levy tariffs, the power to coin money and
regulate its value was also viewed as a trust
power. It would be a violation of the peo
pie's trust to devalue their money and thus
rob them of their earnings. Calhoun, like the
Framers who refused to give the general
government the power to issue bills of
credit, realized that government ought not
be trusted to make a piece of paper worth
"x" amount of dollars by decree.

Though he was an enemy of paper cur
rency, Calhoun refused to add his voice to
measures designed to tax the circulation of
small notes from state-chartered banks and
thus increase the specie in circulation. Such
a tax to Calhoun was a violation of the
people's trust. He prophetically articulated
what such a penal power would do in 1834
during a speech against the continuation of
the charter ofthe Second Bank ofthe United
States. Government would have "an entire
control . . . over the property and pursuits
of the community," argued Calhoun, "and
thus concentrate and consolidate the entire
power ..." in Washington. Even when
given the opportunity to strike at the circu
lation of paper, Calhoun was true to his
principles and refused to violate the peo
pie's trust.

Deficit Spending
Ofcourse when one discusses fiat money,

it is not overly bold to assume that debt was
the cause or one of the major factors leading
to the currency expansion. It is the nature of
government to print more money when it
spends beyond its means. Due to his years
in the government, Calhoun realized the
danger wrought by debt. As heroin is to the
addict, so is deficit spending to government.
And once government starts deficit spend
ing, warned Calhoun, "we shall hear no
more of economy and retrenchment, those
two virtues so essential to a Republic and so
necessary at the present time."

Calhoun saw that government's expenses
ought to be kept as small as possible in order
to preserve the Republic left by the
Founders. "Every dollar we can prevent
from coming into the Treasury," Calhoun
wrote, "or every dollar thrown back into the
hands of the people will tend to strengthen
the cause of liberty. "

It was this cause of liberty that provided
the impetus for Calhoun to fight for sound
economic policies. Due to the course of
events following his death in 1850, it is
understandable why Calhoun's grasp ofeco
nomic matters has been ignored by histori
ans. Certainly no victor wishes to heed the
advice ofthe vanquished. Nonetheless, with
our debt continuing to spiral, printing
presses operating 24 hours a day, and de
mands for "fair trade" echoing throughout
the halls of Congress, it is high time that
we reconsider the wisdom of the "cast-iron
man" from South Carolina. D

1. The seven points were used in his slogan during the
presidential campaign of 1843.

2. Clyde N. Wilson, ed., The Essential Calhoun (New
Brunswick, N.J.: Transaction Publishers, 1992), p. 213.

3. Quoted from the South Carolina Exposition and Protest.
Ross M. Lence, ed., Union and Liberty: The Political Philos
ophy of John C. Calhoun (Indianapolis: Liberty Fund, 1992),
p. 331.



by John Chodes

Old Policies Still Plague Us

THEFREEMAN
IDEAS ON UBERTY

Land Control
as Mind
Control

Crop Research as
War Research

The year is 1862. The North battles des
perately against the seceded South, which
is the world's largest cotton producer. The
Confederacy shuts off this vital commodity
to the North, since it is critical for uniforms,
blankets, tents, bandages, and other sup
plies. The South also shuts offrice and sugar
cane, for food, to the Union armies. Without
these basic commodities Washington's war
effort is severely hampered.

Congress creates a new federal agency,
the Department of Agriculture, to solve
these life-and-death issues. In voting for this
new agency, Senator Joseph Wright of In-
diana stated its purpose clearly: "The cot
ton crop of the South cannot reach Northern
spindles. Agriculture must furnish a sUbs~i

tute by the production of upland cotton In
the Ohio Valley. The sugar and molasses of
the South have ceased to come forward to
the North and agriculture must remedy the
difficulty by the rapid production of the
Chinese and African cane." 1

Mr. I. Newton, the first Commissioner
of the Agriculture Department, echoed this
sentiment as soon as this agency became a
reality. "The culture of cotton has lately
attracted much attention to the free states,
especially in Illinois, owing to the rebellion
and the consequent scarcity of the staple.
Last summer, as a matter ofexperiment, 300
to 1,000 pounds of cotton were raised per
acre, by many farmers in Illinois. This
department will take early and active mea
sures to induce farmers in Kentucky, Mis
souri, Southern Illinois, Indiana, and Kan
sas-all of which states will undoubtedly
produce cotton-to tum their attention to
the culture of this important staple.,,2

By 1864 the Commissioner reported that
cotton, in Illinois, showed a 40 percent
increase and "Sorghum and Imphee [sugar
cane substitutes] and the dissemination of
the seeds of these plants by the Agriculture
Department has been worth millions of dol
lars to the country, especially to the middle
and western states. ,,3

Mr. Chodes is the Communications Director for Also: "Flax fiber can, by mechanical,
the Libertarian Party ofNew York City.

Can a Southern farmer's alleged racist
values be transformed into "progressive"
thinking (by Washington's standards)
through changes in what he plants?

Can the development of new strains of
crops, which can flourish despite extremes
in temperature, re-educate that same farmer
away from being an extremist (by Washing
ton's standards) in his thinking?

The answers are "yes" and this story
shows how the federal government's poli
cies concerning supposed Southern racism
at the end of the Civil War directly relate to
major contemporary infringements on prop
erty rights that are constantly in the head
lines today. The legislative mechanism set in
motion to end racism in the 1860s has never
stopped. It is still expanding and today we
can see the consequences in several ways:
in the ever-expanding government attacks
on urban and rural property rights through
illegal, unconstitutional direct confiscation
and forced control of land use. And in the
colossal subsidies to agriculture that have
pushed up prices and pushed out most small
farmers and created a gigantic, nationalized,
monopolistic "agribusiness."

Let us begin our story at the beginning.
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chemical or other means, be converted into
flax cotton of a substitute quality for use as
a substitute for cotton in the mills of our
country. The vast amount invested in the
mills (nearly $100 million) and the absolute
necessity of production . . . (create) the
strongest claim upon the attention of the
people and the government.,,4

Gradually a national policy emerged to
break the North's dependence on cotton:
"During the continuance of the War of the
Rebellion, a great augmentation of the wool
demand has attended the fitting out of more
than a million ofarmed men, whose clothing
is almost exclusively of wool. And when
the war is over, men who have been accus
tomed to flannels and woolen garments in
the field will, from choice, if not from
necessity, continue their use in the work
shop and on the farm." And "King Cotton
has been dethroned, and his sudden toppling
from his place of pride will not only destroy
his political prestige, dim materially the
luster of his commercial fame and detract
from his industrial importance, but other
textile products will be patronized, experi
mented upon and their use rendered fash
ionable. ,,5

All this represented the opening phase
of federal control of agricultural output by
commanding farmers what to plant.

Educational research was another sur
prising area that the Department of Agricul
ture would investigate: "Every farmer
should aim to be instructed . . . because
knowledge is power and it is the highest
wisdom of political economy to invest
largely in schools.... the farmer should
have taste to appreciate and enjoy the beau
tiful in nature and art. ,,6 Could "appreciat
ing art and beauty" be a metaphorical policy
statement about converting racist farmer's
minds?

Education as War Research
Where did the Agriculture Department

find the biologists, chemists, and scientists
needed to find cotton and sugar substitutes?
This was an era when most Americans only
had grade school educations.

In response to this as well as for scientists
for weapons research, Congress enacted a
gigantic national-scale college level educa
tion program. The Morrill Act granted
30,000 acres of federal land to each state in
the Union for each Congressman, for train
ing in "agricultural and mechanic arts."

Several legislators saw the dangerous,
anti-democratic precedent that the Morrill
Act was setting and argued against its pas
sage. Senator George Pugh of Ohio: "It is
as much a violation ofour duty to invade the
province ofour state governments under the
head ofdonations as it would to invade it by
force and violence.,,7

Senator James Mason of Virginia added:
"Sir, to my conception, it is one of the most
extraordinary engines of mischief, under
the guise of gratuities and donations, that I
could conceive would originate in the Sen
ate. It is using the public lands as a means of
controlling the policy of the state legisla
tures. . . . it is doing it in the worst and most
insidious forms- by bribery, and bribery of
the worst kind; for it is an unconstitutional
robbing of the treasury for the purpose of
bribing the states.,,8

When originally enacted, the Agriculture
Department and the Morrill Act seemed to
be two separate entities. But they would be
connected: "The agriculture and mechanic
colleges are destined to be powerful co
adjutors in the legitimate work of this de
partment [Agriculture]. . . . elevating the
vocation of the farmer and giving him sci
entific as well as practical instruction in his
pursuits. ,'9

Land Control as Mind Control
It was 1865. The Civil War was over.

There seemed to be no more need for new
crop research.. Yet, while Reconstruction
had begun, the war wounds had not healed.
The rebels, although defeated, still believed
in "The Cause" and that "The South will
rise again!"

This caused great concern in Washington,
which now focused on how to re-educate the
rebels so that they would never again se
cede.
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Senator Charles Sumner of Massachu
setts: "Such is the mood in the South now,
that education will enter into every measure
of Reconstruction. ,,10

General Lorenzo Thomas testified before
a Congressional Committee concerning the
postwar attitude of the former rebels. Sen
ator Robert Baldwin asked him: "Do you
have any reason to believe that the rebels
still entertain hopes of another outbreak?"

Thomas: [They plan to] "do all in their
power to involve the United States in a
foreign war, so that if a favorable opportu
nity should offer itself, they might tum
against the United States. . . . their desire
is to re-establish the Southern Confedera
cy. ,,11

Representative Ignatius Donnelly ofMin
nesota said: "The great bulk ofthe people of
the South are rude, illiterate, semi-civilized
. . . and. . . republican government, resting
on intelligent judgement of the people, [is]
an impossibility." 12

This meant education controlled by
Washington. It meant federal money for
new schools, creating new "progressive"
textbooks and nationalizing existing South
ern school systems. Congressional Recon
struction policy forced new constitutions
on all the former rebel states, including the
provision for tax-supported free schools, to
be supervised forever by the federal gov
ernment.

Senator Charles Sumner again: "Shall the
Southern states still be controlled by the
men and the policy that have already
brought ruin and disgrace, poverty and star
vation upon them; or shall they adopt the
policy of the enlightened states of the North
. . . and secure universal education and free
schools with their inevitable accompani
ments of enterprise, equality, wealth, tem
perance, morality, religion, public, private,
and domestic happiness." 13

Simultaneously Washington formulated
another re-education plan for the South.
Congress saw in the word "cotton" the
living metaphor for why the war began and
why the spirit of rebellion would not be
extinguished. Cotton endlessly reminded
Southerners of the philosophies that drove

them to secede: slave labor, states' rights,
restrictions of government power, and free
trade. These views had been repudiated as
the postwar United States became a cen
tralized, protectionist world leader. Thus,
cotton would have to be diffused among new
crops and its geographic position trans
formed to end Southern "reactionary" per
spectives.

This statement indirectly says that cotton
caused the rebellion: "In the reorganization
of the Southern states, it is believed that the
great mistake of the past, the concentration
of labor mainly upon a single branch of a
single grand division ofproductive industry,
(cotton) will be avoided. This mistake has
cost that section one-half the wealth it might
have attained and may have led to the
sacrifice in war of the remainder. . . . diver
sification must be applied to reorganized
Southern agriculture. . . . cotton will never
again overshadow and dwarf other interests
essential to permanent success in agricul
ture. ,,14

During the war a Confiscation Act al
lowed the military to take the property of
"traitors." Cotton plantations were expro
priated since cotton was held responsible
for the rebellion.

Representative Justin Morrill of Ver
mont: "[The Confiscation Act] proceeds
from the assumption that the insurrection
is incited by a faction in the slave states,
holders of the vast proportion of the prop
erty and slaves in these states, that this
property and these slaves constitute the
incentive and form the material base of
the rebellion; and that therefore it becomes
the right and the duty of the nation, from the
height of its extreme authority, to award the
penalty of condemnation of estates and
forfeiture ofcontrol ofpersons to those who
conspire against the government and make
war on its authority." 15

The Commissioner of the Agriculture
Department allegorically stated the need to
diffuse Southern crops to transform South
ern minds: "[In] the great Chinese Empire,
hundreds of thousands have perished mis
erably because of the failure, in certain
sections, of the rice crop, on which alone
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they depend for subsistence. This enforces
most emphatically the wisdom of diversity
of agricultural products. ,,16

The master plan for enforced geographic
crop redistribution came from a new section
of the Agriculture Department. It was eu
phemistically called the Division of Orni
thology and Mammology. Its stated objec
tive was to "enable our farmers to select
the crops best suited to their localities . . .
agriculture and biology must be studied
from the geographic standpoint. . . . our
aim is to explain the distribution of animals
and plants by means of knowledge of the
conditions which govern this distribu
tion.,,17 Was racism one condition which
governed this distribution?

To fulfill this grand plan, the Morrill
experiment stations and the Agriculture De
partment once again fused their operations
but now on a permanent basis: "National
legislation has been proposed [The Hatch
Act] to extend the work of experimental
agriculture, establishing it in every state. . .
believing that the Department ofAgriculture
can become a vitalizing center, for a more
general cooperative effort for the promotion
of agricultural science ... I have endeav
ored . . . to organize a branch of this de
partment to take charge of the returns from
these colleges and (experiment) stations and
to collate and distribute the information
obtained for the benefit of all interested
parties. ,,18

Cotton, Abandoned
Land, and Refugees

Congress developed five simultaneous
policies to erase "cotton" from the South
ern mind.

1. Cotton would be raised by non-South
erners in the South.

2. Southerners would be forced to plant
new "mentally noninflammatory" crops.

3. The South would be repopulated with
Northerners to defuse racism and rebel
lion.

4. The South would be repopulated with
European immigrants.

5. "Racists" would be deported to North
ern states to live with "progressive"
ideals.

To administer this all-encompassing na
tional program, an appendage to the War
Department was created: The Freedmen's
Bureau. Supposedly it had the great human
itarian objective of helping the emancipated
slaves develop the skills to survive in a
competitive marketplace.

But this new agency's full title gives a
truer picture of its role in the ongoing saga
ofcotton, land, and racism: "The Bureau of
Freedmen, Abandoned Lands and Refu
gees. " This shows the extent of its jurisdic
tion; over four million ex-slaves and over
tens of millions of whites (the "refugees"
supposedly displaced by the war). The
"Abandoned Lands" referred to the mil
lions of acres of private property illegally
confiscated as abandoned when the Union
army forcibly captured it or evicted or killed
the owners. Thousands ofSoutherners were
accused of being traitors and convicted
without a jury trial, then jailed or executed
and their property seized.

The Freedmen's Bureau became a reality
in the final stages of the war and its wide
spread powers were completely unconstitu
tional during peace time.

Senator James Doolittle of Wisconsin, in
voting for it, said: "This whole bill is a kind
of war measure, a war necessity. If peace
existed in these states, no one pretends that
we could exercise any such powers (confis
cation) either over the people of these states
or over the property within these states. It
is of necessity, temporary in character." 19

Yet the Freedmen's Bureau existed for
many years beyond the end of the war. In
fact, as we shall see, its demise is uncertain
because it was partially funded without
Congressional approval or taxpayer knowl
edge.

Senator Thomas Hendricks of Indiana
showed· the dangers that this new agency
posed: "I don't believe that the Congress
of the United States has the power to take
charge of a portion of the community . . .
such a power would swallow up a very large
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extent a ve,ry important portion of the pow
ers enjoyed by the states. (Mr. Hendricks
read section two of the Freedmen's Bureau
bill:) 'The Commissioner shall have author
ity ... to create departments of freedmen. '
A new division ofthe country! ... the states
are to be cut up and to be placed under
the charge of commissioners . . . here is a
government within a government . . . inde
pendent of the states and almost indepen
dent ofthe ordinary machinery ofthe federal
government, there shall be a government
established for the control of the inhabitants
of a particular class . . . the colored people
that may become free, to be under the super
vision, to a large extent, of these superin
tendents. And yet they are to be free!,,2o

The Commissioner of the Freedmen's
Bureau was Oliver Otis Howard, a Union
army general. Here he describes his agen
cy's enormous power: "The law establish
ing the bureau committed it to 'the control
of all subjects relating to the refugees and
freedmen from rebel states' . . . this almost
unlimited authority gave me great scope and
liberty ofaction ... legislative, judicial, and
executive powers were combined in my
commission . .. (I controlled) all aban
doned land solely for the purpose of assign
ing, leasing or selling them to refugees and
freedmen ... of the nearly 800,000 acres of
farming land and about 5,000 pieces of town
property transferred to the bureau by (the)
military . . . enough was leased to produce
a revenue of nearly $400,000. ,,21

General Howard is talking about this one
year only. Another report showed that an
nual revenues generated were over $2 mil
lion. By today's standards that is more like
$2 billion.

This power also extended, unconstitu
tionally, into the North. The brutality of
martial law and the confiscation ofproperty
reached into the Union in peace time. Sen
ator Hendricks: "I believe (The Freedmen's
Bureau) has extended its jurisdiction over
the states not within the provision of the
law. 1believe Kentucky [a Union state] has
been brought within the scope of its gov
ernment, when the law did not contemplate
it and did not allow it. I believe the District

of Columbia has been a province within its
government and control and 1 think the law
did not contemplate or allow that . . . this
irresponsible sub-government . . . (is) upon
the people of the entire United States by a
body ofmen protected by the military power
of the government." (Mr. Hendricks dis
cussed the eighth amendment of the Freed
men's Bureau bill; court martial tribunals
for citizens, in peace time, in all states of the
Union:) "Now that peace is restored, now
that there is no war, now that men are no
longer under military rule, I want to know
how such a (military) court can be orga
nized; how is it that a citizen can be arrested
without indictment and brought before of
ficers of this bureau without a trial, tried
without the forms which the Constitution
requires. ,,22

Replanting as Re-Education
Reforming the Southern mind meant re

placing cotton with new crops. John Stokes,
Commissioner of the Agriculture Depart
ment said: "The distribution, under the
special appropriation of $50,000, to be ex
pended in seeds for the Southern states, was
promptly and fully made in accordance with
the views and intentions of Congress,
through specific agents, sent through the
Southern states, postmasters, prominent
citizens and the officers and agents of the
Freedmen's Bureau . . . these states can
produce every article grown in the higher
latitudes . . . [and] cotton, sugar, hemp,
rice. ,,23

Under a false and ironic sentiment of
charity, Congress passed a resolution "For
the Relief of the Destitute of the Southern
and Southwestern states." This actually
reflected the forcing of new crops into those
states: "This resolution proposes to em
power the Secretary ofWar to issue supplies
of food (and also seeds) to prevent starva
tion and extreme want among all the classes
of the people of the Southern and South
western states, where a failure of the crops
or other causes have occasioned wide
spread destitution; the issues are to be made
through the Freedmen's Bureau. ,,24 This
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Baling cotton in the Old South

is misleading since cotton and tobacco, not
food, were the main crops ofthe South. This
is verified by Representative Fernando
Wood of New York, in his comments about
this resolution: "In a recent visit I made to
the Southern states. . . during which I made
it my duty to observe the Southern people
in a very large portion of the Atlantic South
ern states, I saw no such destitution as has
been described. I saw no class ofpeople ...
who would make application to Congress for
alms or would acknowledge themselves as
paupers and dependents upon the General
Government for aid or support.' ,25

Repopulation as Re-Education
A vast Northern population was trans

planted into the South to farm cotton and
"non-racist" crops. This required far
reaching brute force. It meant breaking up
the huge cotton plantations. into fragments
for small-scale individual family farming.

Representative George Julian of Indiana:
(There is an) "Incompatibility ofthis system
of land monopoly with the wellbeing and

safety of Republican institutions and (we)
should doom it to immediate annihilation.
... who can doubt that if the 200 or 300,000
honorably discharged soldiers now in the
North were settled on the forfeited estates
in Tennessee, Arkansas, Virginia and wher
ever our armies occupy . . . form a reserve
corps to our army. . . such a population. . .
would stand as abreakwater against (which)
any returning tide of rebellion might dash
itself in vain. ,,26

This required indicting Southerners as
traitors and confiscating their property.
John Henderson of Missouri grasped the
consequences: "I have no objection to con
fiscating the property of the rebel . . . let it
be done when guilt has been established
under the forms ofjudicial investigation. . .
if we depart from (the Constitution's) just
restraints, no man can tell the excesses of
the future . . . in the plenitude of power
today, we may deny mercy to others; to
morrow we ourselves may cling in vain to
the horns of the altar. . . the inventor of the
guillotine, we are told, was so forced to test
the merits of his own invention.' ,27
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Mass Nationalization

The Freedmen's Bureau became the cen
tral agency for this mass nationalizing of
Southern and Northern property. By the
1890s "nearly 2 million of farms of 80 acres
each in the United States had been given
away by the government. ,,28

Census data demonstrates the efficiency
of confiscation·and the breaking up of large
plantations. In the South Atlantic states in
1860 there were 301,940 farms. By 1900 this
had been transformed into 962,295 farms. In
1860 there were 370,373 farms in the South
Central states. By 1900 this had become
1,658,166 farms. 29

Presented another way, the census data
showed how confiscation was responsible
for drastically reducing the size of property
holdings. In 1860 the average number of
acres per farm was 352.8, in the South
Atlantic states. This had been reduced to
108.4 by 1900. In the South Central states,
in 1860, that figure was 321.3. By 1900 it had
dropped to 155.4.30

President Andrew Johnson pointed out
the consequences when the military is given
the power to confiscate property without
civil restraint: "The power thus given to the
Commanding Officer over all the people. . .
is that of an absolute monarch. He alone is
permitted to determine what rights of per
sons or property . . . it places at his disposal
all the lands and goods in his district and he
may distribute them without let or hindrance
to whom he pleases. Being bound by no
state law, and there being no other law to
regulate the subject, he may make a criminal
code of his own, and he can make it as
bloody as any recorded in history.... Ev
erything is a crime which he chooses to call
so and persons are condemned who he
pronounces to be guilty ... he may arrest
his victims wherever he finds them, without
warrant, accusation or proof of probable
cause.... Congress [has authorized] mili
tary jurisdiction over all parts of the United
States containing refugees and freedmen
[with] ... no limitation in point of time, but
will form a permanent legislation of the
country. ,,31

Confiscation as Bill
of Attainder

Permanent confiscation of a traitor's
property is unconstitutional. It is a Bill of
Attainder, a medieval legal weapon that
destroys both property and civil rights. It
was an inherent part ofthe Confiscation Act.
Senator Edgar Cowan of Pennsylvania illu
minated the process: "Shall we go back to
the doctrine of forfeiture which marks the
Middle Ages? ... The number engaged in
the rebellion [is] equal to one-half of the
whole population of the Confederate states;
say 4 millions ... if so, to strip all this vast
number of people of all their property . . .
will reduce them at once to absolute pover
ty. . . . if there was anything calculated (to
make them) forever hostile to us, it would
be the enactment of such a law . . . [The
Constitution provides that] 'The Congress
has power to declare the punishment of
treason, but no attainder of treason shall
work corruption of blood or forfeiture, ex
cept during the life of the person attained.'
Here is an attempt to deprive a large class of
persons of all their property without any
arrest, without any presentment by a grand
jury, without a trial by a petit jury, without
indeed any trial at all in any court ... Bills
of Attainder forfeited [traitors'] estates and
corrupted the inheritable blood of the chil
dren and heirs (by compelling them) to bear
the disgrace attendant upon such flagitious
crimes ... one ofthe strongest incentives to
prosecute treason has been the chance of
sharing in the plunder of the victims. ,,32

Immigration as Re-Education
To disperse dangerous Southern "reac

tionaries, " some of their confiscated land
was to be resettled by European immi
grants. This began with new legislation, The
Immigration Act of 1864. Senator John
Sherman of Ohio introduced it this way:
"The bill provides for the appointment . . .
of an officer to be styled the Commissioner
of Immigration, [who will] collect ... in
formation in regard to . . . the wants of
agriculture . . . and to disseminate such
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information throughout Europe ... [He] is
to make contacts with different railroad and
transportation companies for transportation
tickets to be furnished to the immigrants to
enable them to proceed in the cheapest and
most expeditious manner to the place of
their destination, or where this is undeter
mined by the immigrant, to the place where
his labor will be most profitable. ,,33

Justin Morrill saw a darker side to this bill:
"We import everything else, now we have
come to the importation of men. [There is]
an apprehension in the public mind that this
was another species of slavery. ' ,34

Senator Reverdy Johnson of Maryland
showed how the immigrant was locked into
staying on a specific property for a definite
period: "The Immigration Act ... says to
the man in Europe. who wishes to come to
the United States but has not the means of
coming of his own, [that Washington will
advance him the fare] to be paid back within
12 months; and shall be a lien at all times
upon any real estate which he may acquire,
so as to constitute it in the nature of a
mortgage. "35

Barnas Sears, the General Agent for the
Peabody Education Fund, observed this
Southern immigration: "The tide of immi
gration into (Texas) is constantly swelling.
While I was there, every steamer that ar
rived was crowded with immigrants . . .
they came from almost every part ofEurope
. . . the Germans are the most numerous
. . . large communities of them are settling
in the Western portions of the state. ,,36

By the 1870s immigration reached tidal
wave proportions. "Net immigration of the
last 8 years: 2,792,383. ,,37

"The era of substantial progress for the
South may indeed be said to have com
menced with the termination of the war,
which obliterated the system of compulsory
labor and the monopoly of production of
great landed proprietors . . . the division of
lands into small tracts . . . (will) attract the
immigration which is the invigorating life of
states. ,,38

Justin Morrill also pointed out that en
forced immigration would further distort
the power balance between the federal

and state governments. The Bureau of Im
migration, Morrill said, would "encourage
migration from the populations of Europe,
by the authority of the general government,
the distribution of which is contemplated
by this bill to be made in all sections of
the country . . . without the slightest refer
ence to consulting the states upon the sub
ject. ,,39

Relocation as Re-Education
Another way to transform the Southern

racist mind away from the siren song of
cotton, was to relocate them in the North.
General John Eaton of the Freedmen's Bu
reau, and later Commissioner of the Bureau
of Education, noted: "Cairo (Illinois) ...
served as a portal through which thousands
of poor whites and negroes were sent into
the loyal states as fast as opportunities
offered for providing them with homes and
employment. Many of these became perma
nent, residents . . . [Those who refused to
work] were kept under military surveillance
and guided authoritatively toward some def
inite means of self-support . . . the educa
tional influences of the change was notice
able and most important . . . Returning
South, after perhaps a year's absence, to the
neighborhood of their former homes . . .
[the] transformation through living in the
midst of the industries of the North was
really very great. They had made the dis
covery that the possession ofa vast property
and the ownership of slaves . . . was not
essential either to self-respect or social
standing. ,,40

Senator Charles Buckalew of Pennsylva
nia presented the other side. The Freed
men's Bureau, he said, "contemplates the
distribution of this population [refugees and
former slaves] throughout the whole coun
try and in our Northern states . . . [They]
may object to such an exertion of power or
rather a perversion of power by this gov
ernment . . . I think the proposition, upon
the mere statement of it, ··is so monstrous,
and in its effects, so pernicious, that it ought
to receive no favor or indulgence from this
body.,,41
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Social Security

Politicians love it because it buys
votes and re-elections. They fear it
because it may spell defeat and

ruin to those who dare to question its
meaning and reflect upon its conse
quences. It raises all kinds of political
double-talkers who falter every time it is
merely mentioned.

Social Security was born of politics as
a full-employment measure of the
Roosevelt New Deal. As such it failed
dismally, for mass unemployment is still
with us, plaguing several million
Americans. Instead, it has become the
most powerful political welfare system
ever devised, delivering trillions of dol
lars from the working population to
some 30 million persons along in years.
The Medicare system, which was added
in 1965, provides comprehensive health
care coverage for more than 35 million
people age 65 and over. Altogether, 45
million Americans, almost one out of
every six, partake of one or several kinds
of programs. More than 130 million tax
payers are forced to pay for it.

The Social Security Act was signed by
President Franklin D. Roosevelt in 1935.
The first retirement benefits were paid in
1940 to Ida May Fuller of Vermont. She
had paid in a total of $24.95 and got back
$20,897 before her death in 1975. Later
retirees who made full use of Medicare
reaped six-figure amounts.

Social Security is a giant welfare sys-

tem although its beneficiaries are quick
to call it an insurance program. "I paid
in, I contributed, I earned my benefits."
This is the most common argument in
defense of the system. In reality, simple
calculation easily ascertains that most
beneficiaries withdraw in several
months what they contributed. The
maximum contribution from 1937
through 1949 amounted to one percent
on $3,000 annual income, or $30 a year.
In 1950 it rose to 11/2 percent, or $45,
and thereafter continued to creep up in
small increments. Few old-timers, if
any, contributed more than $1,000, with
interest on interest, during their working
years. Living in retirement now, and
having received the equivalent of their
contributions from the system, they are
drawing public assistance for the rest of
their lives.

Every political transfer system divides
society into two distinct social classes:
the beneficiaries of the transfer and the
victims who are forced to bear the costs.
It creates insoluble political and econom
ic conflict which grows with the magni
tude of the transfer. The Social Security
System is the source and breeding place
of the most poisonous and virulent
social conflict, a conflict that is growing
steadily as the victims become aware of
the burdens placed on them.

While the first generation that
launched the system won the prize and



carried off a fortune, all others who fol
low are condemned to square the
account. The Social Security
Amendments of 1977 greatly raised pay
roll taxes to cover the rising costs and
create a $4 trillion surplus in the Social
Security Trust Fund. Since 1977 tax rates
and tax basis have risen nearly every
year and now amount to 15.3 percent of
gross wages up to $60,000, or $9,271.80 a
year.

Young people are forced to contribute
much more than they can ever expect to
draw out. They face the distressing
choice between suffering the losses
inflicted by the first generation and shift
ing the burden to future generations
through ever higher taxes on them. Yet,
no matter how frantic the shifting, it
does not square the account.

The dilemma is giving rise to numer
ous reform proposals. Most merely are
new concoctions of the same old transfer
system, searching for new victims for old
beneficiaries, reorganizing the bureau
cracy and appointing new administra
tors. There can be no genuine reform of
the Social Security System until we
become aware of its true meaning and
significance. To this end the following
proposals may shed some light and
return to the basics of a moral order:

1. Information to Recipients - To
restore a commonplace truth and real
ism, every recipient of Social Security
benefits should be informed of the
nature and source of his benefits. Every
check should carry a stub that reveals
the dollar amount contributed to the
System by him and his employer and the
cumulative amount of benefits received
by him as of that check.

2. Means Test Applied - When the
total benefits exceed the contributions
made during the productive years, the

recipient should undergo a means test.
A millionaire who has received an
amount equal to his contributions
should receive no more. A poor retiree
who is lacking the means of support
should continue to draw his benefits.
But they should be truthfully called
"Social Security assistance."

3. Parent and Child - When Social
Security assistance seems to be called for,
the children of a retired worker should
be given an opportunity to contribute to
the support of their parents. As the par
ents are responsible for their children, so
are children responsible for their parents.
No Social Security System should eradi
cate this moral law and Biblical com
mandment.

4. Freedom of Choice - Social
Security builds on legislation, regulation,
taxation, and all means of force.
Tolerating no resistance it exacts an
ever-growing share of individual
incomes. If it could be made to suffer
just a modicum of freedom, it would
permit recalcitrant members to depart
and find their own security. Millions of
Americans are waiting anxiously for the
day when they will be free. They would
forego all promises of benefits in the
future for the joy of freedom today.

Reformation is a work of time. A
national institution, however wrong and
harmful it may be, cannot be totally
changed at once. We must first shed
light on its true nature and, above all,
reveal its immoral foundation.

Hans F. Sennholz

If you ask, the Social Security Administration will send you a statement
telling you how much you have paid in. You can then compare this amount
with your estimate of benefits received, including those of Medicare.

If the benefits exceed the payments, you are receiving public assistance.

To get your statement, call 1-800-772-1213.



Spring Round Tables

Reserve these days for our spring 1995 series of Round Table events!
We've set up an exciting lineup of speakers for your enlightenment that
includes Dr. Jane Orient and Dr. Mark Skousen. Don't miss these stimu

lating evenings, which begin at 5:00 with a reception and dinner, and then go
on to a lively discussion session. Charge: $40 per person per event; certain dis
counts are available.

March 4 with Jane Orient, M.D.
April 1 with Joe Sobran

May 6 with George Reisman

June 3 with Mark Skousen

Coming Seminars at FEE
Undergraduate seminar April 6-8

Austrian Seminar (by invitation) July 9-14

First Summer Seminar July 23-28

Second Summer Seminar August 13-18

Call or write: Dr. Barbara Dodsworth, 30 South Broadway,
Irvington-on-Hudson, NY 10533; (914) 591-7230.

Light a fire for freedom!
Launch a Freeman Society

Discussion Club!

Join the growing ranks of Freeman readers who have become part of
FEE's network of Freeman Society Discussion Clubs. At the beginning

of 1995 more than 50 clubs had been organized in the United States and
abroad.

Leonard E. Read once observed that rancid intellectual soil nurtures
an unending variety of socialist fallacies and that "finding the right is
the key to salvation." FEE is making the right both known and preva
lent by launching discussion clubs nationwide, and by providing free lit
erature and speakers to improve understanding of the moral and intel
lectual foundation of a free society. Club members receive a number of
special benefits, including discounts on FEE publications and invitations
to special FEE events.

For more information about starting a discussion club, or joining a
Freeman Club that may already be meeting in your area, write Felix R.
Livingston, Director of Freeman Services, 2814 Hilsdale Harbor Way,
Jacksonville, FL 32216, or call/fax (904) 448-0105.



New from FEE!

THE LUSTRE OF GOLD

W hy is the gold standard viewed with disfavor by many? What is it
that causes politicians and economists, such as John Maynard
Keynes, to disparage and decry a monetary system which has been

man's standard for thousands of years?

The gold standard is a monetary system in which gold is proper money and all
paper moneys are merely substitutes payable in gold. It is as old as man's civi
lization. Throughout the ages it emerged again and again because man need
ed a dependable medium of exchange and gold was found to be such a medi
um.

The gold standard that builds on freedom does not fail of its own accord. It
springs eternally from freedom but succumbs to force and violence. Its
implacable enemy is government in search of more revenue.

The seventeen essays in this collection examine the rejection of gold, the histo
ry of the gold standard and private coinage in the United States, and the
prospects for monetary reform. Contributors include Hans F. Sennholz, Mark
Skousen, Henry Hazlitt, Elgin Groseclose, Robert G. Anderson, and Lawrence
W.Reed.

150 pages + index $14.95 paperback

THEFREEMAN
IDEAS ON LIBERTY

1994 Bound Volume

Sturdily sewn in a single volume with navy blue cloth cover and gold foil
stamping, the twelve issues from January through December 1994 - 720
pages, fully indexed for handy reference to the latest literature of free

dom. More than 100 feature articles on topics such as education, environment,
government regulation and control, health care, individual rights, morality
and ethics, private property, voluntary action, and international trade. Reviews
of more than three dozen books.

$19.95 each
Save! Special introductory price: $16.95, through March 15, 1995

Note: Freeman bound volumes for the years 1986 through 1993 are available at
$16.95 each until March 15. (Regular price is $19.95 each.)



LAND CONTROL AS MIND CONTROL 101

The Freedmen's Bureau had the first
peace time federal education mandate.
Overtly, it was to educate the ex-slaves so
they could survive in a free society. Co
vertly, this education was to transform so
called racist whites. "A growing conviction
prevails favorable to the introduction by the
United States government of a general sys
tem of education for the states . . . Igno
rance in the Southern·states is one of the
most serious obstacles in the way of a
thorough reconstruction.' ,42

Congress forced a federalized education
into the South through new state constitu
tions which compelled tax-supported
schools supervised from Washington. But
initially Congress authorized no funds for
this, either to the states or the Freedmen's
Bureau, fearing taxpayers would balk at this
great new centralization of power.

So the Freedmen's Bureau funded its
schools without Congressional approval or
citizen acceptance, setting the legal prece
dent for current off-budget funding meth
ods: "2,118 schools [are] under the care of
the Bureau . . . the expenses of the Bureau
were met the first year with the proceeds of
rents, sale ofcrops, school taxes, and tuition
and sale of 'Confederate States' property.
The amount raised from all these miscella
neous sources was $1,865,645.40. "43

By law, all operations of the Freedmen's
Bureau ended in January 1871, but off
budget funding made it self-supporting. It
did not depend on the law to continue its
existence. Representative Thompson Mc
Neeley of Illinois was shocked to find this
out: "In 1867, $800,000 was appropriated
for transportation. And now [in February
1871, a month after its legal termination] the
House is asked to appropriate $6,000 for
'transportation of officers and agents.' I
thought this bureau was to come to an end
some time ... we have been promised from
time to time that it should come to an end,
yet in this bill there are appropriations to the
extent of$139,OOO to keep it up and continue
it. ,,44

As with many ofits other unconstitutional
operations, the Freedmen's Bureau confis
cated property and nationalized existing

schools in the Northern states, too: "There
was, at the close of the last school term, in
the 13 states lately in rebellion, and includ
ing Kentucky, Maryland, and the District of
Columbia [all in the Union], 975 regularly
organized schools, 1,405 teachers, 90,778
pupils. ' ,45

Soon civil government began to use the
same off-budget techniques. This is from the
"Minority Opinion" of the Reconstruction
Committee, as to why the new Alabama
state constitution was unconstitutional: "It
is made the duty of the governor by an
ordinance, which is not published with the
constitution, for the information of the peo
pie ... to organize 'immediately 137 com
panies of volunteer militia . . . all proceeds
of the sale of contraband and captured
property seized or captured by the militia
shall constitute a part of the fund out of
which they shall be paid,' thus inciting the
volunteers to harass the people in time of
peace by unlawful seizure to provide the
means of paying themselves. ,,46

When the Freedmen's Bureau federalized
Southern schools, anew "progressive" cur
riculum was also needed. Where would it
come from? It came from the Agriculture
Department, which controlled the research
of the Morrill colleges; not only crop re
search but all research. This meant that
curriculum experiments were directed and
distributed by the Agriculture Department;
it meant that land control and mind control
were now centralized in this one agency,
which now had Cabinet-level status.

Direct mind control was now an important
part of the Agriculture Department's mis
sion: "Nature teaching has been introduced
into the common schools . . . teacher's
manuals and the textbooks for instruction in
this branch are being prepared. ,,47 (Nature
teaching, Le., "science," emphasized what
was observable; it stressed the here and now
over the past. The past reflected things like
racism, like the heroism of "The Rebel
lion. " Progressive ideas were here and now
ideas.) "The teaching of young children
regarding the natural objects and phenom
ena about them may be so conducted as to
lead them to see that a knowledge of nature
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may be ofpractical benefit. Their minds will
be early trained to recognize the ultimate
relation between the scientific and practical
knowledge," to erase the past.48

Federalizing of curriculum led the Agri
culture Department to centralize school dis
tricts: "Progress is also being made in the
movement for the consolidation of rural
schools which has already resulted in im
proved conditions in schools in Ohio and
Massachusetts, Iowa and other states.' ,49

Such consolidation made it possible to in
troduce nature study.

Conclusion
This story of land control as mind control

relates directly to today. All law works by
precedent. All current legislative enact
ments are based on law created in the distant
past. Contemporary law does not spring
forth without a grounding in something that
already exists.

The present day small-time drug busts
that often lead to the total confiscation of a
person's private property-well above the
legal limits of the crime-and the massive
property takeovers by the IRS for small
income tax irregularities, base their legal
justification on Reconstruction-era laws and
methods. Reconstruction has not yet ended.
Now, as then, the politically incorrect must
be re-educated or face the consequences
just as in the 1870s. D
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A Matter of Principle

To Educate-Or
Legislate?

T hese are dizzying days for those of us
who have grown gray and weary in the

battle for individual liberty.
As I write, the President is publicly joust

ing with congressional Democratic rivals,
and with Republican opponents, over com
peting initiatives to shrink government, cut
spending, and reduce taxes. The current
argument among politicians is no longer if
such cuts are necessary, but where and how
much to cut.

That's a stunning change from the not
too-distant past, when the very idea of
limiting and reducing government was con
sidered out of the question-when the only
public debates were over which government
agencies to inflate, which program budgets
to fatten, which new regulations to impose,
and which taxes to hike.

I think politicians are reflecting a philo
sophical sea change, a turnabout of popular
attitudes that has transformed the nature of
the debate over the very purposes of gov
ernment. Some free marketers, though, are
more skeptical of the fundamentality and
scope of this intellectual shift.

They point out that none of the warring
political factions yet propose complete and
consistent laissez-faire capitalism. None

Mr. Bidinotto, a StaffWriterfor Reader's Digest,
is a long-time contributor to The Freeman and
lecturer at FEE seminars.

Criminal Justice? The Legal System Versus
Individual Responsibility, edited by Mr. Bidi
notto and published by FEE, is available at
$29.95 in cloth and $19.95 in paperback.

by Robert James Bidinotto

are trying to terminate popular middle-class
"entitlements," such as Social Security and
Medicare, or to end governmental' 'transfer
payments" -what the great nineteenth cen
tury economist Frederic Bastiat called "le
galized plunder." After all the new politi
cians' tinkering is done, say these skeptics,
much of the welfare state will remain intact.

In their view, the radical goal of laissez
faire capitalism implies equally radical po
litical tactics: immediately abolishing all
immoral government programs. Halfway
reforms, they contend, amount to compro
mising on moral principles. "The lesser of
two evils is still evil," they insist.

That argument sounds seductively logi
cal. But is it true that there are no contextual
distinctions between political ends and po
litical means? Is it true that moral consis
tency implies immediate abolitionism?

Opposing the abolitionists are the gradu
alists-in whose camp you may count me.
Gradualists draw contextual distinctions
between ends and means. . . and they reject
the charge that they are" moral compromis
ers" for doing so.

I, for one, don't disagree with the radical
goal of implementing complete laissez-faire.
I share with abolitionists the view that
capitalism is the only social system morally
compatible with the nature and needs of
individuals. In short, I support laissez-faire
capitalism on grounds of moral principle.

However, I disagree that the transforma
tion to pure capitalism can be made over
night, through a program of immediate ab-
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olition ofall statist injustices. I also disagree
that an agenda of "halfway measures"
reforms that move us incrementally but
steadily in the direction of total liberty
necessarily implies a lack of principle.

Gradualists, too, are utterly uncompro
mising about our ends: we support no mea
sures that would move us one more inch in
the direction of statism. However, in mov
ing toward a freer society, we're certainly
willing to compromise, if necessary, on the
day-to-day pace or extent of change. We're
willing to accept "half a loaf' rather than
no loaf at all.

Such tactical compromises are not moral
compromises. Moving just one step in the
wrong direction is a moral compromise. But
moving only one step-rather than ten, or
one hundred-in the right direction, is not a
moral compromise: it's a tactical agreement
among people over how much good can be
done in a given context. Similarly, if one
can't stop or abolish an evil initiative or
program, it's not a moral compromise to try
to blunt its destructive impact, rendering it
less harlJlfhl. A tactical compromise over
how much bad to avert in a given situation
is not a moral compromise, either.

In short, doing some good is better than
doing none. Why do abolitionists contend
otherwise? I think they've failed to distin
guish between two vastly different contexts:
education and politics. It is one thing to
educate; it is quite another thing to legislate.

All ofus in the field ofpersuasion wear the
hat of educators. As educators, we can
and should-be one hundred percent un
compromising in our philosophical mes
sages. Indeed, we can afford to be: as
individuals, we answer to no one else. We
need not pull our punches. We can, and
should, say bluntly and uncompromisingly
that the initiation offorce , fraud, or coercion
by government is always wrong-that any
governmental program or policy which en
tails such practices must end.

However, politicians are not educators.
They wear a different hat: that of public
representatives.

Somebody once said that "politicians,
like water, cannot rise higher than their

source. " In a representative government
by the very nature of the democratic pro
cess-politicians are followers, not leaders,
of public opinion. If it's true, as Ludwig
von Mises argued, that the marketplace
is a democracy in which consumers rule
by voting with their dollars, it's also true
that a democracy is a marketplace in which
consumers shop in voting booths for the
government personnel and services they
want.

So it's useless to blame politicians, ulti
mately, for the state of our government.
They can rise in office only by reflecting the
popular will, and will fall by defying public
expectations. Even the greatest of states
men can advance against popular winds only
so far, before being swept aside.

Likewise, unless sustained by popular
opinion, political reforms will come undone.
That's why even the best politicians, com
mitted on principle to laissez-faire, may
have to curb their radicalism, mute their
words, and take the best they can get in a
given fight. This does not mean that they
are immoral or spineless; rather, they sim
ply realize that they wear a bridle of ac
countability, and that the voters hold the
reins.

If so, then abolitionists err by focusing
their energies in the field of politics. Trying
to effect change by launching new political
parties, running for office on a laissez-faire
platform, or working to abolish Social Se
curity and the income tax, are efforts
wasted.

Likewise, they are wrong to blame good
politicians for not being radical enough.
Political reform must be rooted in public
attitudes. If incoming politicians are still not
going far enough (and they aren't), it's only
because their masters aren't yet ready for
more dramatic change.

There has indeed been a revolution in the
political marketplace, with "consumers"
demanding major reforms. But we still have
much persuading to do before citizens come
to accept our ultimate vision of a totally free
society.

Before we are ever given the power to
legislate, we must first educate. D
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Self-Control,
NotGun
Control

by Catherine Farmer

Disarm Americans. Force every law
abiding citizen to surrender all firearms

and America will at last be a safer place to
live. Sounds absurd doesn't it? But the
anti-gun lobby, fueled by misinformation
and the FBI's unprecedented political sup
port of gun control-is effectively eroding
Americans' constitutional right to keep and
bear arms.

Passage ofthe Brady Bill was strategically
important. Brady II, which will require
federal licensing and registration ofall guns,
has been submitted to Congress. We can
expect more restrictive legislative initiatives
to follow.

Meanwhile, Americans are fearful, al
most desperate, as they are assailed with
reports of an exploding crime wave. l Pro
ponents of gun control promise safety and
protection in exchange for our civil liberties.
That's not a new promise, but it is an empty
one. All totalitarian regimes disarm their
citizens.

Routinely, superficial theories are offered
to explain the orgy of violent crime in our
nation. The fundamental reason is ignored.
Self-control-not gun-control is the key to
preventing anarchy in America.

Mrs. Farmer is a free-lance writer living in St.
Francisville, Louisiana.

It's Up to the Individual

Personal accountability has virtually been
abandoned in our social structure and is
conceptually absent for an entire generation
of young Americans. Amid a web of infor
mational overload, one message is para
mount. The moral standards, and internal
restraints inherent in historic Western cul
ture are obsolete. Human behavior has been
officially unleashed. And if, in a hedonistic
tantrum, one goes beyond the ever increas
ing limits of acceptable conduct, one need
not look far for absolution. Society, biology,
psychology, racism, sexism-anything
except the individual is now responsible.

It is as natural, and in their hands as
deadly, for such a deviant to use a knife, a
hatchet, a club. The Gainesville student
murders are a case in point. Gruesome
details of rape, stabbing, and decapitation
were revealed after Danny Rolling, a career
criminal, .pleaded guilty to murdering five
college students. Rolling suffers, we are
told, from "intermittent explosive disorder,
a rare condition characterized by aggres
sive, violent outbursts and sometimes by
remorse."

The Criminal as "Victim"
A glance at our criminal justice system

shows there are minimal or often no conse
quences for criminal behavior. Criminals
are routinely characterized as victims.
Through plea bargaining, psychiatric de
fenses, prison furloughs, and early parole,
they are put back on our streets. Seventy
percent of all violent crimes are committed
by only six percent of all criminals.

Demands to reform our criminal justice
system are valid. But it's a long road back to
sane procedures and substantive justice.
Instilling self restraint and responsible be
havior will not be instantaneous or easy. It
is, however, our best hope.

Moreover, is it beneficial, is it moral, to
surrender the right to effectively protect our
children-ourselves? By capturing the
moral high ground with their assertion: "If
gun control saves just one life, then it's
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worth it," proponents of gun control are
often successful in evading the alternative.
"Existing gun control laws have already
cost innocent lives."

In October 1991, 23 people were mur
dered in Luby's cafeteria in Killeen, Texas.
The assailant reloaded his two pistols five
times before the police arrived. Texas law,
which prohibits carrying firearms, insured
that all the victims would be unarmed and
defenseless. Most of us remember the
Luby's massacre. It was national news, and
is often cited as proof of the need for still
more comprehensive gun control.

Shoney's in Anniston, Alabama, just two
months later, was the scene of another
violent encounter involving two criminals
with stolen pistols who forced employees
and 20 customers into the walk-in refriger
ator of the restaurant. You probably don't
remember the Shoney's episode. Most peo
ple have never heard about it. It never made
the national news. (National coverage is
rare when guns are used to save lives.)
Unlike Texas, the only people killed this
time were the two criminals. Thomas Glen
Tarry, a courageous citizen who was legally
armed under Alabama law, fatally shot both
outlaws, and saved the lives of 20 innocent
people.2

The Right to Defend
One's Self

In a landmark study on crime control,
criminologist Gary Kleck explains that

"Victim gun use in crime incidents is asso
ciated with lower rates of crime completion
and ofvictim injury than any other defensive
response, including doing nothing to re
sist." According to Professor Kleck, "vic
tim gun use may be one of the most serious
risks a criminal faces.,,3 Fear ofconfronting
an armed citizen is a deterrent that also
benefits the roughly 50 percent of American
families who don't own firearms. If Janet
Reno and her allies prevail, only criminals
will be armed.

Far from vigilantism, the right to keep and
bear arms is affirmed in our Constitution,
and is rooted in centuries of responsible
citizenship.

But while the constitutionality of gun
control laws is being argued, empirical ev
idence has shown they simply don't work.
Already, there are over 20,000 gun control
laws in the United States. A 1982 National
Institute of Justice report concluded that
such laws had no impact in reducing crim
inal violence.4

To remove guns from law-abiding citizens
presumes that guns are to blame for violent
crime, and shifts responsibility from the
individual to an object. It has been said
before. It's worth repeating: guns don't kill
people; people do. 0

1. For countervailing perspective on crime trend see, Rich
Henderson, "Crime Story," Reason, June 1994, p. 14.

2. David B. Kopel, "The Violence ofGun Control," Policy
Review, Winter 1993, p. 7.

3. Professor Gary Kleck, "Crime Control Through the
Private Use of Armed Force," Social Problems, February
1988, pp. 16, 2.

4. Kopel, p. 16.
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The Last Experiment

by Joseph E. Petta

M any Americans are inspired nostalgi
cally by a hope that classical liberal

ism has not been forever relegated to lonely
chapters in antiquated political texts.
Alaska, in particular, cultivates an optimis
tic vision of a political square-one, a "last
frontier" that nurtures individualism as it
rejects centralized control. If the liberal
vision of our Founding Fathers can be
realized anywhere in the United States with
out armed revolution, it is in Alaska. It
provides us still with a peaceful opportunity
to experience enlightened government be
cause of its unique history and physical
location.

Because the land is sparsely populated,
the average Alaskan is free from techno
cratic control, an overbearing police pres
ence, and other Orwellian social features.
Yet on a comprehensive level, Alaskan
freedom is a false illusion, an economic
frontier that has been conquered well before
its maturation by a greedy, unchecked fed
eral bureaucracy and factionalized special
interests.

Alaska's frontier is presently under siege
from outside and from within, the result of
a rush to claim the respective nuggets ofgold
that Alaska has to offer environmentalists,
Native Alaskans, newly transplanted main
landers, anarchists, libertarians, communi
tarian-socialistic demagogues, the Alaskan

Mr. Petta, who studied at the University of
Alaska Fairbanks, is a master's candidate in
English at William Paterson College, Wayne,
New Jersey . He is becoming an increasingly
active voice for libertarian philosophy.

government, and most especially the U.S.
government. The intensity of these factions
is fueled by an awareness that an important
political cusp is approaching, forcing un
likely alliances between them. Too often,
ends justify means, subverting philosophic
consistency; factions simultaneously defy
and beg the assistance of higher bureau
cratic authorities. I learned firsthand that
the average Alaskan has, like most other
Americans, little knowledge of the real
causal relationships between political and
economic institutions.

Behind Alaska's somewhat desperate po
litical climate lies a pervasive federal gov
ernment and a compliant state government
indulged by the scores of federal mandates
controlling land use. The State of Alaska
is hostage to a federal policy that explicitly
advocates the redistribution of wealth. At
the root of this oppression is an economic
climate antithetical to private property, one
damaging to the future growth of Alaska,
and threatening to individual freedoms.

History
Like most of the United States, Alaska

was purchased directly by the federal gov
ernment. Once referred to as "Seward's
Folly" in dubious honor of William Henry
Seward, chief advocate of the acquisition
and Secretary of State under Andrew John
son, Alaska cost a mere $7.2 million when
purchased from Russia in 1867. The sale was
tepidly received by the American people.

DntH Alaska was granted statehood in
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1959, the federal presence there had been
primarily military. During World War II,
the two most distant islands of the Aleutian
chain, Attu and Kiska, were occupied by the
Japanese until liberated by the U.S. Seventh
Infantry Division. Understandably, this
campaign went largely unnoticed by Amer
icans because ofgreater concerns in Europe
and the Pacific. Yet Alaska's strategic im
portance during the Cold War created a
renewed awareness in the public conscience
that this territory was, in fact, American.
With statehood came the official conclusion
to Manifest Destiny, and even at this point
the greater part of Alaska's history was
forthcoming.

Unlike the ever-expanding and eminently
more accessible mainland West, Alaska was
not offered for two cents an acre to willing
settlers and farmers because its lack of
national political importance. Economic
concerns such as gold mining, timber, and
fishing did emerge during these years, bring
ing short-lived waves ofmass influx but only
trickles of permanent homesteaders. Alas
ka's present social fragmentation is the
result of a history of these economic booms
that have historically left the frontier aban
doned. Consequently, the fewAm~rican

communities that did develop dealt with life
from a highly localized, even immediate,
perspective. An intrusive jurisdiction was
hardly necessary and even today seems an
impossible logistic in the face of local self
governing needs.

Since there has never been a steady public
interest in Alaska until very recently, the
federal government became its main advo
cate during the relatively stagnant 92 years
between purchase and statehood. In this
respect only is the federal government
blameless for present conditions. It was,
and perhaps still is, viewed as a land to be
used, not developed for long-term or large
scale human habitation.

The discovery ofoil on the North Slope in
1968 replaced the days of simple freedom in
a pristine wilderness with a melting pot of
big business, workers, environmentalists,
government agencies, and the ensuing bu
reaucracies. The oil pipeline which runs

from Prudhoe Bay on the Arctic Ocean
down to Valdez on the Prince William
Sound, is responsible for the creation of
many new towns and for the growth of
existing communities. As Alaska became
increasingly more accessible and as the
quality of life improved as a result of this
infusion, mainlanders looking for a new way
of life, academicians, and special interest
advocates followed, helping to further ex
pand an emerging social infrastructure.

The general feeling that one perceives of
not being in the United States, but in a
breakaway country, is understandable from
a psychological perspective. Alaskans are
the victims ofa rather brazen lack ofrespect
from their fellow Americans and their fed
eral government. Alaska is still viewed by
many as a windfall asset for the exclusive
use of the American common good, federal
monopoly or not. Along with the recent
growth in Alaska have come interest groups
from the lower forty-eight, staging old ideo
logical battles in a new land. The inevitable
assimilation of "concerned" mainlanders
into Alaskan society has caused the conser
vative Alaskan conscience to backlash, and
has created more factions than ever imag
inable. Demagogues from the "south," ea
ger to spread egalitarian precepts and ad
vance socialistic legislation through the
exploitation of ethnic and environmental
issues, have forcibly moved the modern
American social battleground north.

Facts
The overwhelming dependence the mod

ern Alaskan has upon government is pri
marily the fault of a self-serving bureau
cracy, complemented by a largely radical
populace engaged in fly-by-night politics.
Thus, it is easy to see why government
retains so much power in Alaska today. But
how did government ever become so en
trenched in the first place?

In the most heavily subsidized state in the
union, Alaskans welcome government
sponsored cake while rejecting it in theory.
Even members of the Alaskan Indepen
dence Party receive their redistributed ben-



efits. According to The Wall Street Journal:
"Alaska's state and local general expendi
tures as a percentage of state personal
income are two and a half times the U.S.
average. The state and local government
payroll, also measured against personal in
come, is about twice the U.S. average.,,1
This, by residents who enjoy the highest
per capita income in the United States to
begin with and are the least-taxed members
of the union, paying neither sales nor state
income tax!2 Everyone of Alaska's approx
imately 540,000 inhabitants is indulged by
government spending four times more than
the residents of any other state.3 This is in
large part due to a phenomenon referred to,
perhaps ironically, as the "permanent
fund," an annual dividend of nearly $1,000
awarded to every Alaskan citizen.

This fund is completely financed by an oil
industry forced to be "generous" for the
simple fact that 99 percent of all land in
Alaska is government-owned, 75 percent
by the federal government.4 Moreover, a
whopping 85 percent of the state's budget
is provided by oil revenues, yet 65 percent
of all jobs in Alaska are government
sponsored!5 This contrast in economic effi
ciency need not be detailed. The only mo
nopoly on power is exercised by the state
and federal governments, forcing what little
industry exists into a state ofvirtual slavery.
How much more prosperous would the
citizens of Alaska be if industry were al
lowed to operate unbridled, without the
condescension of government?

At Prudhoe, a state land facility, twenty
five cents of every dollar in oil revenue is
deposited directly into Alaska's permanent
fund, now in excess of $11 billion.6 How
ever, Prudhoe Bay's output has begun to
decline by 7-10 percent a year since 1990.7

As oil production slows, Alaskans are
threatened with an income tax and an alter
native economic plan. The battle to open the
Arctic National Wildlife Reserve (ANWR)
to drilling is presently being fought, but by
whom? The majority of Alaskans support
drilling at the ANWR site even though the
land is federally owned, which will likely
result in less free revenue for the average
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citizen. Environmental groups vociferously
denounce drilling at ANWR, even though
only .1 percent of the refuge's 19 million
acres will be affected.8

Alaskans are violently proud oftheir land,
what little of it is actually theirs. Under
standably, there is an instinct for a citizenry
so bonded to such a special region to react
against the "destructive" forces of indus
try. Thus, the average Alaskan is also de
cidedly in favor of environmentalist mea
sures. They turn to the state and federal
governments to, in essence, protect these
interests. Meanwhile, the oil industry is
providing the aforementioned gratuities,
made obligatory by a government monopoly
on land! The Alaskan future is thus com
promised, the consumer is burdened with
the inevitably inflated cost of fuel, and
special interests gain false credibility and
power.

Government Tyranny
Witness a government that is seemingly

both problem and solution, which renders
it, in fact, the problem only. In Federalist
No.1, Alexander Hamilton argues for "the
utility of Union." He feared, as did the rest
of the Founding Fathers, the tyranny that
eventually follows democratic instability.
Over the last 200 years, Americans have
gradually become tyrannized by the over
utilization of union. There are few rugged
individualists left in Alaska willing to forgo
the benefits of mere residency and, so,
government control over everyday life be
comes insuperable. Any chance for a citi
zenry to benefit from a free-market where
economic growth and lower consumer costs
are complementary, not at odds, is conve
niently disregarded. The real beneficiary of
this arrangement is, of course, the state and
federal governments, in terms of money and
power.

Ayn Rand identifies the type of conspir-
acy that is highly visible in Alaska today:

Every coercive monopoly that exists or
has ever existed-in the United States, in
Europe, or anywhere else in the world
was created and made possible only by an
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act ofgovernment: by special franchises,
licenses, subsidies, by legislative actions
which granted special privileges (not at
tainable on a free market) to a man or
group of men, and forbade all others to
enter that particular field.9

The so-called economic crisis that looms
on Alaska's snow-capped horizon has been
artificially created, artificially (and tempo
rarily) quelled by government control over
big business, and is being artificially inten
sified by contradictory government pro
grams designed to "promote" growth. The
resulting tension and confusion among Alas
kans. is unfortunate as it, too, is an artificial
creation.

There is no real threat apparent, certainly
not from industry, so government agencies
have created an explosive political situation
by inventing needs for their usefulness. In
1981, the Alaska National Interest and
Lands Conservation bill was enacted re-. 'sumlng federal control over fish, game, and
land. 10 As can be imagined, the efficiency of
such management has been less than exem
plary. For example, large expenditures have
been wasted on subsidizing agriculture be
cause bison responsible for trampling crops
are protected by federal statutes. Fishermen
have been lent money to buy boats, yet are
thwarted from prospering because of strict
bureaucratic control over fishing permits. 11

There are dozens more such cases.
Both acts epitomize the contradictory

legislative hybrids that can only be created
by government; in this case, the simulta
neous pandering to special interests and the
forcing of gratuitous political measures to
"assist" the weakening economic infra
structure. It is a manipulation on par with
any textbook fascism. A motivation to frag
ment, and thus dominate, is veiled behind
the irony ofgovernment "service. " Grossly
paternal programs such as the Alaska Na
tive Claims Settlement Act (1971), which
mandated that Native Alaskans form tribal

corporations subsidized by both the federal
and state governments, ultimately failed
because they were embraced only in lieu of
less palatable offers from government. 12

Solution
The one option never offered Alaskans

is the answer to every chronic problem that
the state suffers-the privatization of all
land and the disbandment of state and fed
eral regulatory bodies. Consequently, many
Alaskans subvert inherently classical liberal
values they wish for in their everyday lives
by soliciting programs, agencies and legis
lative acts that are antithetical to their true
aim of personal freedom.

There is no logical reason for private
industry not to thrive in Alaska. Enjoying
untapped resources that would be the envy
of most nations, there is certainly no argu
ment against potential prosperity. Alaska
could be testament to the powerful quality of
the individual human psyche when freed
from the artificial burdens of government
extended beyond its proper boundaries.
Alaskans must rise to their own level of
beliefs by rejecting all state and federal
impositions, regardless of windfall eco
nomic benefits that are invariably less
"profitable" than free market growth and
individual freedom. D

1. "Out in the Cold," Wall Street Journal, December 22,
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TheReaI
Reason Welfare
Should End

by Michael Levin

Welfare should end, but not for the
usual reasons. The Right has long

held, and the Left is coming reluctantly to
agree, that welfare creates a culture of
dependency, sapping the initiative of its
recipients. In the slums right now a gener
ation of illegitimate children raised father
less on Aid to Families with Dependent
Children is being encouraged by welfare to
produce the next generation.

Welfare no doubt has this effect, but what
is wrong with welfare is not that it harms its
recipients-lack of ambition is no burden if
ambition is not needed for survival-but its
moral outrageousness.

Let us try, for once, to see welfare not
from the perspective of its recipients, but
from the perspective ofthose who finance it.
By what right can someone who works for
a living, who has his own family to worry
about, be required to support somebody
else, or, what is worse, somebody else's
illegitimate child? And forced the taxpayer
is. Should he deduct from his tax payment
the proportion the government will use for
welfare, he is given a jail sentence, not a
lecture on charity.

Professor Levin teaches in the Department of
Philosophy at City College and The Graduate
Center of The City University, New York, New
York.

I am willing to grant that everyone is
obliged to help the unfortunate, and that
indifference to this obligation is a character
defect. But compassion and charity are not
the issue. The issue is forcible fulfillment of
the duty of charity, or someone's idea of
what this duty entails. Let those who feel
obligated to support the abandoned illegiti
mate children of strangers do so. But leave
others to wrestle with their consciences as
they see fit.

This is a democracy, and the majority,
which evidently does feel this obligation,
has acted on it by passing the laws that
created welfare entitlements. But that does
not make the laws right. Forcing someone to
support the illegitimate children of strangers
is wrong even when the forcing is done by a
majority.

As soon as anyone voices a wish to
eliminate welfare, a sort ofhostage situation
is created, wherein welfare advocates raise
the prospect of illegitimate children born
to poor women. It is asked what will happen
to these misbegotten children if "we" do
not care for them-with the implication that
it will be "our" fault if they starve.

First of all, no one seriously doubts that
there would be fewer illegitimate babies
than there are now if it were made clear well
in advance that on a certain date welfare
AFDC, food stamps, subsidized housing,
the lot-was going to end.

But let us imagine an unmarried woman so
uninformed and improvident that, without
giving thought to how she might be sup
ported were she to become pregnant, con
sents to intercourse, and does bear a child.
If the conservative's deus ex machina,
"charity," does not arrive on schedule, the
child starves. But responsibility for assuring
that the child does not starve presumably
resides with whoever is responsible for the
child itself. The mother is responsible, and
so is the father; by all means let us make the
father support his offspring. But I am not
responsible. I didn't impregnate the woman,
or force her to have sex. Why then should I
be forced to take care of it?

"How can you be so concerned with
'responsibility' and laying blame when a
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child is starving?" The answer is that I have
to be concerned, or else I'm going to con
tinue to help support that child as well as my
own.

When "welfare reform" is undertaken for
the wrong reasons, the reforms inevitably go
in the wrong direction. The most appalling
revelation about the plan submitted by Bill
Clinton to "end welfare as we know it" is
that its cost exceeds that of the welfare we
know! The Clintonites make no bones of
their enthusiasm for job training, childcare,
and other new entitlements to encourage
"independence." In practice, this means
that instead of merely having to support the
illegitimate child of a stranger, the taxpayer
will have to support daycare and the strang
er's vocational training as well.

We Are Individuals
Welfare rests on a fallacy and a myth. The

fallacy is what logicians call Composition,

reasoning from properties of the parts of
a whole to properties of the whole. I am
responsible for my children, you for yours;
in this sense we are all responsible for our
children. But then this "we" is surrepti
tiously interpreted to mean all of us collec
tively, so that "our" children become all
children taken together. Suddenly "Ameri
ca" must take care of "its" children, and
then, only a little less suddenly, everyone
who can pay is paying for everybody's
children.

Reinforcing this fallacy is the myth that
We Are All In This Together, that we all
share each other's fate. We don't. We are
separate persons~ families, clans, and
groups, pursuing our various ends. We can
and should cooperate, and-sometimes, not
always-offer help in adversity. But we are
all individually responsible for our fates, a
responsibility that cannot be undone by
forcing some people to pay for the heedless
ness of others. 0

The Population Bomb:
Exploding the Myth

by Felix Livingston

Doomsday projections made two centu
ries ago by Thomas Malthus were re

vived by grim-faced delegates at the U.N.
Population Conference in Cairo last year.
The consensus of those present was that a
population bomb is about to explode unless
there is governmental intervention on a
global scale. If nothing is done, we are
warned, world population will double by the
year 2055.
Dr. Livingston is Director of Freeman Services
for The Foundation for Economic Education.

The new doomsayers predict that popu
lation will grow geometrically without
bound and food production will be slowed
because of fixed technology and dwindling
resources. But statistics reveal that eco
nomic status dramatically affects the deci
sion to have children. As a nation's per
capita income increases, its birth rate de
clines. In addition, the world food supply is
growing at a faster rate than population.
This trend will likely continue because of
technology changes in agriculture and con-
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tinuing improvements in the ability to sup
ply energy.

Malthusians say that governments must
control reproductive habits of the poor be
cause changes in childbearing practices
have resulted in rapid population growth in
developing nations. Not true: the average
family size in Third World countries is
virtually unchanged. World population is
increasing because of lower death rates due
to better nutrition and disease control. An
other popular but misguided argument is
that high population density adversely af
fects the ability of a nation to develop. But
the data shows that densely populated na
tions, such as Taiwan and Japan, can be very
prosperous. Conversely, some sparsely pop
ulated countries are among the world's
poorest.

The evidence is clear. The surest way for
a nation to defuse its population bomb is to
create a fertile environment for economic
growth. Why, then, does the official Cairo
plan ignore development issues while advo
cating government spending of $17 billion
annually on programs such as healthcare,
family planning, and gender equality? First,
many bureaucrats who attended the meeting
do not believe that free choices made by
millions of free people can possibly have
beneficial social results. Only the prescrip
tions of an informed few-paid for and
sometimes brutally applied by a central
authority-can cope with the "population
juggernaut." Second, many intellectuals
who were in Cairo make a comfortable living

from government subsidies that fund their
policy proposals. Third, free economic de
velopment poses a threat to the raw political
power exercised by the world's petty ty
rants. An effective way to spread the suffo
cating blanket of control over a nation's
citizens is to declare an emergency, which
can be relieved only by enacting legislation
to regiment and control people. The so
called crisis ends, but the new laws and
institutions remain. Government expands;
freedom contracts. The only antidote to
arbitrary political power is the freedom
which is built into the private property
order.

"We cannot pry into the hearts of men,"
said Dr. Johnson, "but their actions are
open to observation." While moral postur
ing and lofty rhetoric characterized the
Cairo meeting, nothing advocated in its
113-page plan will banish the famine and
material suffering that characterize the
world's developing nations. The real popu
lation problem affecting many Third World
countries is their refusal to adopt the habits
and institutions that foster private enter
prise and entrepreneurship. Nations that do
not enforce private property rights and that
view the accomplishments of producers as
antisocial suffocate the spirit of enterprise
and eliminate the very conditions necessary
for political liberty and economic prosper
ity. When people are free to pursue their
economic interests in free markets, the so
called "population problem" will resolve
itself. 0
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Pro Sports on the Dole

by Raymond J. Keating

Baseball is no longerjust a game; it's big
business. Such is the conventional wis

dom today. And with salaries skyrocketing
to the point where now the average major
league baseball player earns $1.2 million a
year, who could disagree?

However, ever since the first professional
team, the Cincinnati Red Stockings, was
fielded in 1869, baseball has been a business.
Indeed, this is not something to be ashamed
of; it should be celebrated. The fact that
baseball is a business allows the profession
als who play the sport to hone their skills
to a point and for a period of time largely
unknown to those participating in amateur
sports.

The business status of baseball has en
abled it to become America's "national
pastime. " Just as the great feats of Johnny
Bench, Tom Seaver, Mike Schmidt, and
Reggie Jackson captured the imagination of
my generation, the achievements of Ken
Griffey, Jr., Matt Williams, Barry Larkin,
and Cal Ripken, Jr., inspire today's youth
and the rest of us as well. This excellence
largely emerges out of baseball's status as a
business or profession.

Unfortunately, the dark side of big busi
ness is a major part of the game as well.
Corporate welfare deeply infiltrates base
ball, along with most other professional
sports. That is, a distasteful and costly
alliance between government and business.

Mr. Keating is the director ofNew York Citizens
for a Sound Economy Foundation, and partner
with Northeast Economics and Consulting.

Fans no longer support their favorite teams
and players merely through ticket prices,
concessions, team apparel and souvenirs,
and cable TV subscriptions, but through
their taxes as well. Taxpayers across Amer
ica-whether they are fans or not-are sub
sidizing the portion of the entertainment
industry known as professional sports.
While such subsidies are completely unjus
tified, they become even more egregious
considering, for example, that the average
employee in major league baseball earns
more than a million dollars a year.

Examples abound. New York-long ac
cepted as the capital of traditional welfare
spending-has managed to turn practically
all levels of sport into welfare clients. Most
prominently, both the state and New York
City have been scrambling since 1993 to
come up with plans for either a new Yankee
Stadium in a new locale, or upgrades to the
current facility in order to stop team owner
George Steinbrenner from moving the
Bronx Bombers out of New York. The cost
to New York taxpayers vary from a whop
ping $1 billion proposal for an entirely new
stadium to almost $400 million for a seem
ingly modest plan for a stadium upgrade that
includes a new bridge leading into an 11,000
car parking garage, as well as a shopping
mall.

However, New York state's officials are
not content to extend corporate welfare to
only the New York Yankees. In the state's
1994-95 budget, well over $100 million was
slated for other stadiums and sports facili-
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ties, including $8 million for Rich Stadium,
home of the Buffalo Bills; $25 million for
the Buffalo Sabres' new hockey arena; $4.5
million for the Soccer Hall of Fame in
Oneonta, and millions more for minor
league baseball stadiums across the state.
Perhaps most distressing, though, is the
$125,000 in state taxpayer dollars for the
Baseball Hall of Fame Stadium in Coopers
town-a great blow to the innocence and
independence of baseball.

Of course, New York is certainly not
alone in this alliance of government and
professional sports. Jacksonville, Florida,
for example, has agreed to finance a $121
million Gator Bowl renovation for its ex
pansion National Football League (NFL)
team, the Jaguars.

Meanwhile, some cities and states have
taken the saying "Build it and he will come"
from the movie Field ofDreams literally. St.
Petersburg, Florida, built a domed stadium
in anticipation of landing a major league
baseball team. A possible move by the San
Francisco Giants to St. Pete was nixed, so
no baseball team yet. The taxpayers' bill
equaled $138 million. Similarly, the State of
Missouri started building a new domed sta
dium in St. Louis to lure an NFL franchise.
Despite lobbying by U.S. Representative
Richard Gephardt, the NFL shunned St.
Louis during its last expansion meeting. The
cost of the yet-to-be-completed stadium to
Missouri's taxpayers-an estimated $200
million. The city ofNashville, Tennessee, is
building a taxpayer-funded arena for bas
ketball and/or hockey without a tenant as
well, at a cost of $140 million.

These governments have decided to take
on the role of venture capitalist. Govern
ment bureaucrats lack the experience,
knowledge, and proper incentives to make
such investment decisions. In addition, the
risky nature of these endeavors dictates that
private resources should be used in lieu of
taxpayer dollars.

Billions for Baseball
Baseball stadiums opening to great ac

claim recently include the Baltimore Ori-
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oles' Camden Yards, the Chicago White
Sox's new Comiskey Park, the Texas Rang
ers' Ballpark at Arlington, and the Cleve
land Indians' Jacobs Field. The acclaim is
certainly justified as these new stadiums are
unique parks made for baseball, unlike the
sterile, round, utilitarian, astroturf stadiums
built in the 1960s and 1970s. Unfortunately,
taxpayers were tapped for these parks as
well-$200 million for Camden Yards, $135
million for Comiskey Park, and $236 million
for Jacobs Field and a new arena for bas
ketball's Cleveland Cavaliers. As for the
Ballpark at Arlington, the total cost of $190
million was split-$135 million in taxpayer
funding through a one-halfcent city sales tax
and $55 million in private financing by the
Rangers including the sale of 15-year op
tions on 10,400 of the new stadium's seats
and first-year sales ofluxury suites. In 1995,
the Colorado Rockies will move into a new
stadium in Denver which cost taxpayers
$141 million.

Even the self-proclaimed free-market
governor of Massachusetts, Bill Weld, has
succumbed to the temptations of taxpayer
subsidized professional sports. He has
thrown his support behind a $700 million
stadium and convention center in downtown
Boston for the NFL's New England Patri
ots.

In Connecticut, multiple layers ofgovern
ment complicate the arena business. The
city of Hartford owns the Hartford Civic
Center, but is leasing it to the state of
Connecticut at a cost of $48 million for a
20-year period in order to help pay the city's
debt service. In turn, the state is investing
in upgrades to the arena-home ofhockey's
Hartford Whalers-at an estimated cost of
more than $5 million. According to a Con
necticut economic development spokes
man, the state expects to cover their total
costs through arena-based revenues, includ
ing a $1 ticket tax, and even "generate a
small profit." (Of course, the question aris
es: If the Hartford Civic Center can generate
a profit, why not privatize it?)

In a June 6, 1994, article, Forbes maga
zine reported, "Over $1 billion has been
spent for facilities opened since 1992,
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ground has been broken on another $1.5
billion worth, and there are plans for still
another $5 billion in construction by the
end of the decade. " With taxpayers footing
most of the bill. The assumption underly
ing all this activity-government subsidiz
ing, taxing, borrowing, and playing venture
capitalist-is that taxpayer subsidization of
professional sports enhances economic
growth. This is, at best, a questionable
assumption.

Robert A. Baade, an economics professor
at Lake Forest College in Illinois, wrote a
study recently for the Heartland Institute in
which he compared economic growth rates
in metropolitan areas before and after the
introduction ofprofessional teams, new sta
diums, and new arenas. His results over
whelmingly indicate "that professional
sports is not statistically significant in de
termining economic growth rates." Baade
declares that his study "finds no support for
the notion that there is an economic ratio
nale for public subsidies to sports teams and
stadium and arena construction." He fur
ther explains: "Attending a sporting event
is but one possible use of an individual's
leisure time and money. It is possible that
no connection between professional sports
and per capita income growth emerged be
cause sports spending simply substitutes for
other forms of leisure spending." Baade
also notes that the types of jobs associated
with stadium activity tend to be seasonal
and low wage.

Charles C. Euchner, a political science
professor at the College of the Holy Cross,
also raises serious doubts regarding the
economic merits of new sports stadiums in
his book Playing the Field: Why Sports
Teams Move and Cities Fight to Keep
Them. He goes a step further, however,
observing:

Whatever the merits of sports-based
development, those cities that most need
an economic boost are least able to make
major investments such as stadium con
struction. Studies have shown that eco
nomically struggling cities tend to pay
more for expensive and ineffect.ive

projects for development because of a
sense of desperation to show tangible
improvement. Stadiums and sports teams
are luxuries that fiscally strapped cities
can ill afford-yet have great difficulty
bypassing because of the potency of sym
bolic notions like "renaissance" and
"major league status."

Keep the Yankees
in New York?

This "sense of desperation" is most evi
dent in the scramble by state and city
officials to keep the Yankees in New York.
Many New Yorkers still feel the pain of the
Dodgers' and Giants' flight to California
more than three decades ago. Over these
same three decades, New York has wit
nessed an even more massive exodus of
individuals, entrepreneurs, and businesses.
Apparently unwilling to make the decisions
that will stem and even turn this tide,
government officials have grabbed onto the
myth that if New York can just keep the
Yankees the city's economy will somehow
stay afloat.

In fact, status seems to be the only benefit
to be derived from government subsidiza
tion of teams and stadiums. Hundreds of
millions of taxpayer dollars is a hefty price
to pay for a nebulous feeling of status.
Yankee Stadium, for example, seems to
have done little even for the status of the
South Bronx.

Indeed, ProfessorBaade observes, "The
data suggest that stadium subsidies and
other sports subsidies benefit not the com
munity as a whole, but rather team owners
and professional athletes." One of the latest
government proposals, to keep the Yankees
in the Bronx would fit this observation. The
plan for a bridge from Manhattan leading
straight into a new parking garage, where
fans then would proceed through a mall into
the stadium, seems specifically designed to
separate the stadium and fans from the local,
often dangerous, community where Yankee
Stadium sits.

Very little empirical evidence exists sup
porting government subsidization of profes-



sional sports. Complementing the economic
arguments against such activity is Ameri
ca's tradition of limited government. When
one considers the proper role ofgovernment
in society, the case against taxpayer-sup
ported sports facilities becomes even stron
ger.

A sound governing philosophy dictates
that government should undertake only
those critical activities that the private sec
tor proves unable to supply. On the federal
level, national defense comes to mind. On
the state and local levels, one thinks of
public safety, such as police and the justice
system. The political debate intensifies once
the focus moves beyond such duties. Wit
ness the growing debate over welfare in
our nation. The notion, therefore, that sub
sidizing professional sports-a part of the
entertainment industry-is a proper gov
ernment undertaking becomes highly de
batable, to say the least. It is difficult to
imagine any of our Founding Fathers, if
alive today, supporting taxpayer-funded
baseball stadiums as a legitimate function
of government.

From 1950 through 1980, though, the
trend toward government-owned stadiums
and arenas seemed irreversible. According
to economics professors James Quirk and
Rodney Fort, in their book Pay Dirt, the
percentage of publicly owned stadiums in
baseball's American League rose from 12
percent in 1950 to 86 percent in 1980; the
National League rose from 0 percent to 83
percent; the NFL increased from 36 percent
to 96 percent; the National Basketball As
sociation (NBA) from 46 percent to 76
percent; and the National Hockey League
(NHL) from 0 percent to 52 percent.

A small retreat was witnessed in the
1980s, though, as publicly owned facilities
actually dropped by 1991 in the National
League to 75 percent, in the NFL to 93
percent, and to 65 percent in the NBA.
During this period, the Miami Dolphins
moved into the $100 million team-owned Joe
Robbie Stadium, and baseball's St. Louis
Cardinals bought Busch Stadium. Also in
1992, Toronto's Skydome, home to the Blue
Jays, was privatized.
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Taxpayer Revolt?
Government ownership of stadiums and

arenas is not inevitable. The question be
comes: How to stop the channeling of tax
payer dollars to professional sports? A ques
tion that has been asked about countless
government ventures of highly dubious na
ture throughout the ages.

The first option would be a noble decla
ration by the powers that be in professional
sports that taxpayer dollars will no longer
be sought or accepted by their respective
sports. It is difficult to imagine George
Steinbrenner, for example, who has so clev
erly manipulated New York's elected offi
cials thus far, suddenly declaring that he no
longer seeks taxpayer dollars and is willing
to buy Yankee Stadium from New York City
and invest in improvements. After all, the
beneficiaries of government programs and
spending never suggest eliminating those
benefits.

The second option would require self
control on the part of America's elected
officials-swearing off taxpayer subsidies of
sports. In the past, elected officials have had
few incentives to cease subsidizing sports.
Little organized opposition existed to such
ventures and many fans were at least per
ceived to be appreciative of such govern
ment action.

The final decision will lie with the Amer
ican voters. In fact, when put to a vote of the
people, some taxpayer-funded sports stadi
ums have not fared well. The people of San
Francisco, for example, have turned down
several referendums for a new home for
their Giants. Even some politicians have
said no. Tax-cut-minded New Jersey Gov
ernor Christine Todd Whitman recently
nixed a deal to build an arena in Camden to
lure the Philadelphia 76ers and is examining
privatization options for the state's Mead
owlands Sports Complex, home to the
NFL's Giants and Jets, the NBA's Nets,
and the NHL's Devils.

Indeed, alternatives to taxpayer subsidies
are available. The NFL expansion Carolina
Panthers, while accepting $40-45 million
worth of land from the city ofCharlotte, will
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play in a new stadium privately financed, in
part, through the sale of permanent seat
licenses. These license sales guarantee the
purchasers the right to buy season tickets in
perpetuity. They also can be bought and
sold in the marketplace. The total construc
tion costs of the new Carolina Stadium will
be $160 million, with $100 million from the
seat licenses and the rest from private in
vestors. In addition, Washington Redskins
owner Jack Kent Cooke is proposing to
privately finance a new stadium in Mary
land, with construction costs estimated at
$160 million.

The American people need to understand
that the economic impact of government
subsidization of sports is negligible at best.
More likely, by adding to ever-increasing
levels of government spending and taxes
and choosing political rather than market
means of allocating resources, one can le
gitimately' argue that such subsidization is
anti-growth in nature.

Fans also must realize that professional

sports in America will still thrive without
taxpayer subsidies, as they did in the
past. Naturally, team owners will have to
reallocate some resources toward capital
investments. However, no one should
weep for America's multi-billion dollar
sports industry, nor its millionaire players.
They would simply be confronted with
the same decisions faced by all other busi
nesses.

In fact, government officials would better
focus their attention on creating a healthy
economic environment for their respective
cities and states by lowering taxes, reducing
regulatory burdens, and paring down the
size of government. Such an enterprising
environment attracts investment, busi
nesses, and individuals, who in turn create
a viable market, for baseball, football,
hockey, and basketball.

Heck, an environment conducive to eco
nomic growth and opportunity might even
create a market for soccer in the United
States. Well, perhaps I go too far. D

IN MEMORIAM
Murray N. Rothbard

(1926 - 1995)

On January 7,1995, Murray Rothbard departed this mortal life so that he may
join the immortals. Sudden death delivered him from his daily chores and
put his task in other hands.

Those of us who were privileged to know Murray Rothbard have lost a dear col
league who inspired us with his incisive observations, brilliant reflections, and
always keen and sparkling remarks. His departure from the stage of life is a loss to
the whole libertarian world which he helped to forge and mend. He was not only
one of the greatest economists of our generation but also a great social and political
thinker. His was a powerful mind comparable to those of his teacher, Ludwig von
Mises, and his teacher, Eugen von Bohm-Bawerk.

Murray was an indefatigable worker, the author of an unending stream of books and
booklets, essays and articles, many of which have been translated into foreign lan
guages. Several are masterpieces which are destined to be studied by future genera
tions of students and scholars. They have earned him a place of honor in the annals
of libertarian thought.

Hans F. Sennholz
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Religion's Modem Witch Hunt

by Charles Dickson

The Old Testament Book of Exodus con
tains a verse which reads, "thou shalt

not suffer a witch to live." For hundreds of
years since those words were first penned,
religious groups have used them to justify
persecution of those accused of practicing
witchcraft. Some historians estimate that
during the period extending from the fif
teenth through the eighteenth centuries
churches put 300,000 women to death. This
figure includes such episodes as America's
infamous Salem witch trials of 1692 when
the Massachusetts colonists executed 20
persons and imprisoned 150 others.

While witch hunting in the traditional
sense is no longer part of the American
scene, a new form of it has emerged in the
bureaucratic chambers of some major
American religious denominations. This
time the object of religious revenge is not
ladies wearing black dresses and conducting
strange rituals, but rather the management
of many major American corporations.

A quiet, behind-the-scenes war began in
the early 1970s when two national groups
were formed to monitor activity of Ameri
can businesses and then recommend pun
ishments of certain ones by selling off (di
vesting) their stock from the portfolios of
church retirement funds when the compa
nies did anything with which they disagreed.

Dr. Dickson is a chemistry teacher, ordained
clergyman, and writer whose articles have ap
peared in The Wall Street Journal, Barron's, The
Christian Science Monitor, and numerous other
scientific, religious, and business publications.

These groups, serving as watchdog units on
corporate activity are called the Interfaith
Center on Corporate Responsibility (ICCR)
headquartered in New York, and the Inves
tor Responsibility Resource Center (IRRC)
which operates out of Washington.

The Mechanics of
Witch Hunting

Basically the scenario works this way.
The ICCR and the IRRC offer annual sub
scriber services for a fee. In the case of the
ICCR, each participating group must pay
$2,000 which entitles it to receive a monthly
list of what are called "screens." When a
corporate name appears on the screens list
there is also a note as to what "sin" it is
committing which may range from produc
ing alcohol to processing tobacco, polluting
the environment, or, until recently, doing
business in South Africa. Managers of
church retirement fund portfolios who sub
scribe to these services may then elect to
respond to the screen by selling off all the
stock in a particular guilty corporation as a
means of protest.

Thus the mission of the ICCR and IRRC,
with their salaried full-time staffs, is to
search out whatever witches' brews they
may find in the kettles ofAmerican industry
and then recommend punishment by stock
divesting. But who are the ICCR and IRRC
anyway?

The ICCR began in 1971 and occupies the
same headquarters as the National Council
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of Churches with whom it works closely.
Membership includes churches ranging
from Quaker to Catholic and from Method
ist to Mennonite. It seeks to manipulate
corporate decision-making by using meth
ods ranging from protest letters to threats of
boycott, negative publicity and, of course,
divestment of stock holdings in the retire
ment funds of its supporting church groups.
In addition it makes recommendations of
companies in which to buy stock.

The IRRC was founded in 1972 and num
bers among its members some of the same
church groups as ICCR plus some corpora
tions who are sympathetic to its cause. This
group reports assets valued at nearly three
million dollars and annual revenues ap
proaching five million. One of its stated
purposes is to produce screens of corpora
tions with recommendations to punish those
companies with which it disagrees.

The combined result ofthese group efforts
is that the stocks of 162 major American
corporations have been, to one degree or
another, removed from the retirement port
folios of clergy and other church workers
without their consent and, in most cases,
without their knowledge. On the list of
"witches" are such financial stalwarts as
Borden, John Deere, Hewlett-Packard,
Westinghouse, General Electric, IBM, Ford
Motor, Colgate-Palmolive, and Bristol
Myers, to mention but a handful, all of
whom have felt the bite of church divesting.

But the real bite has been felt by faithful
retired church workers who have discov
ered their monthly pensions are nowhere
near as large as they had reason to hope they
would be. It stands to reason why this is
happening. If an individual takes his or her
own investment portfolio and strips it of
companies with a history ofgood yields, the
returns are sure to take a nosedive.

Appeal to Reason
As I detailed in ' 'Pensiongate: The

Emerging Crisis of Church Investments"
The Freeman (August 1994), there is a solid
body of evidence as to why our church
bureaucracies should cease orchestrated

witch hunting operations against corporate
America. There are equally strong argu
ments which cannot be expressed by mere
statistics. These may be called the reason
able human factor.

Over the years many companies have
done commendable jobs in building the
economy of both America and other na
tions. Selling off their stock as a punishment
tactic ignores these accomplishments. The
other human factor church social investors
fail to recognize is the fact that congrega
tions of all faiths are filled each week with
people from every level of employment who
work for these companies and who contrib
ute part oftheir earnings to the welfare ofthe
church, while some of the leaders of the
church are working to undermine the com
panies that employ them. Biting the hand
that feeds you has always been a question
able course of action.

Meanwhile the conflict between institu
tional religion and corporate management
continues to be waged by those who direct
the back-room, closed-door operation of
many church pension funds. For many who
believe the task of churches is to minister
to human spiritual needs rather than to ma
nipulate corporations or destabilize govern
ments this whole witch hunting operation
seems, at the very least, unnecessary if not
downright divisive. While corporate Amer
ica is certainly not without its faults the
churches must also possess the insight and
courage to admit their own shortcomings.

In an age when we desperately need
dialogue between conflicting ideologies on
all fronts, we must also search for those who
will have the wisdom to avoid advocating
patterns of behavior which tend to drive
people apart. We need healers not polarizers
and churches, above all institutions, should
know this. Admittedly, it has always
seemed easier to erect walls which separate
than to construct bridges which connect.
Hopefully it will be the bridge builders who
carry the day with efforts that set the stage
for a new era of cooperation between
churches and corporations. They are, after
all, two great American institutions which,
in the final analysis, need each other. D
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Full Employment-A Lesson
from the Deserts of
Saudi Arabia

by Keith Wade

T he United States has an unemployment
problem. While there are people out of

work in every segment ofthe population, the
low-skilled worker has been disproportion
ately outplaced. As the minimum wage rises
and guaranteed employer-subsidized health
care looms ominously on the horizon, more
and more companies are deciding that giving
the teenager his or her first break is just not
worth it. The minimum wage has choked the
life out of many small businesses, forced
many people who genuinely want to work
for a living onto the welfare rolls, and driven
up the cost of goods and services. The true
minimum wage is not $4.50; the true mini
mum wage is nothing at all!

Precisely because of our minimum wage
laws there are far too many people who are
disemployed and forced to accept exactly
that. The pretty politics ofcompassion have·
convoluted and obscured a simple fact of
life-each individual has a unique set of
skills that have a certain value. The fact that
some ofthese skill sets cannot command the
minimum wage is also unavoidable. While
the United States through its minimum wage
law has undertaken to make these unfortu
nate individuals paupers, other nations have

Mr. Wade is a systems and efficiency consultant
based in Denver, Colorado. He is currently on
long-term assignment in Riyadh, Saudi Arabia.

allowed these people to work with dignity,
resulting in positive results for the worker,
the employee, the consumer, and society at
large.

As one of the 30,000 American profes
sionals living and working in Saudi Arabia,
some of the economics of the Arab world
initially confounded me. A liter of water
costs roughly five times as much as a liter of
gasoline. A pair of tailor-made British wool
dress slacks costs about $20. Because most
of the markets are allowed to clear and
prices are largely a matter of negotiating
between storekeeper and shopper, pricing
seems odd to the newcomer. The labor
market is no different. With every Saudi
national who wants to work guaranteed a
job, there are still enoughjobs to entice tens
of thousands of foreigners to flock to Saudi
Arabia and find jobs in a pay range from a
few thousand dollars a year to hundreds of
thousands.

The Saudi government has effectively
separated wages from the other elements of
employment. The policy regarding wages is
"hands off"; wages are an issue between
employee and employer. Along with this
policy, however, are a number of excep
tionally effective safeguards. Everyone
working in Saudi Arabia has a contract that
the employer is obligated to fulfill. Labor
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courts are quick and efficient and consis
tently look to the agreement as the govern
ing factor. So while the employee and em
ployer are free to negotiate terms and
conditions of employment, the "exploita
tion of workers" that we have been so long
told would occur without government med
dlingjust does not happen. The contract-as
it once was in the United States-is law.

Employers, realizing the investment that
they have in their workers (airfare, housing,
paid leave) generally treat them like the
valuable resource they are. Eliminating the
minimum wage does not mean eliminating
fairness or safety or unleashing any of the
monsters that we have been told over and
over will appear if we allow employers and
employees to negotiate without outside in
terference.

Clearing the Labor Market
The labor market in Saudi Arabia has

been allowed to find its cost and has cleared.
Those who opposed NAFTA were terrified
that the borders would be overrun with
people (presumably Mexican nationals)
seeking employment in the United States.
These naysayers would do well to look at
Saudi Arabia as an example ofwhat happens
when that occurs, for indeed a large part of
the workforce here is foreign. Hundreds of
thousands of workers have poured into
Saudi Arabia (which is effectively impossi
ble to enter without a guarantee by an
employer of employment and return travel
home). And these hundreds of thousands of
workers have takenjobs ranging from senior
managers to tea boy (women generally do
not work outside ofthe professions ofteach
ing and nursing) to ditch digger. In addition,
all of the local inhabitants who wish to work
have jobs ranging from senior manager to
shop clerk to goatherder. Some nomads,
like their fathers before them and their
fathers before them, make their living ranch
ing camels in the desert setting up camp in
a different place each night.

Because there is no interference with
wages, each of these individuals is able to
earn a living-something that they might not

otherwise be able to do were the price for
their labor set artificially high by an outsid
er's arbitrary decision. Large companies
pay people to tear up confidential docu
ments by hand as opposed to investing in
paper shredders; many middle-sized and
most large merchants have at least· one
young man to bring tea to their customers;
the comer grocery store and pharmacy have
delivery boys to bring the shopper's pack
ages home. Indeed-unlike the situation in
the United States where the artificia.lly high
wages mandated by the minimum-wage law
have driven millions out of the labor market
and onto the welfare rolls-even someone
with very meager skills, no education, and
no ability to communicate in the local lan
guage can get a job.

Whatever happened to shepherds in the
United States? They found themselves
priced out of the market. Barbed wire is
cheap-no American farmer could afford to
pay someone minimum wage to lean on a
stick and watch a flock of sheep. Between
the minimum wage, Social Security, FICA,
and on and on the cost is prohibitive. Con
sequently, people who would be perfectly
content to watch sheep for a few dollars per
day, read their philosophy books under the
trees, and generally be happy with their lot
are not allowed to do so. These people have
been effectively made wards of the state by
the highhandedness of the minimum wage
laws. As one might expect, Saudi Arabia has
shepherds (most of whom seem perfectly
happy and who seem to favor Japanese
pickups for some reason).

Everyone Has a Job
Without government interference the sys

tem is simple: everyone earns what he is
worth and no one need worry about not
being able to get a job. Let us look at the
person who makes his living tearing docu
ments into small shreds. In the United
States we would purchase a paper shredder.
We would do this for a simple reason-it is
cheaper to buy a paper shredder than it is to
pay someone to tear papers to shreds. The
U.S. government will not let us pay some-
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one $100 per month to shred papers (though
they will allow us to pay an executive
$100,000 per hour to shred papers at his or
her wastebasket due the unavailability of a
paper-shredding technician). As a result,
those members of society who can do noth
ing more valuable than tear up paper are
unemployed and a burden on society.

A simple rule that the supporters of the
minimum wage law seemed to forget is that
certain tasks are worth only so much. Con
sequently, parking lots are swept in Saudi
Arabia and not in the United States for a
very important reason-the U.S. govern
ment would make a criminal out of the store
owner who gave someone $2.00 to sweep his
parking lot-notwithstanding the fact that
the parking lot sweeper might be delighted
to accept that price and sustain himself by
honest work.

All of society benefits from this natural
clearing of the labor market. Obviously the
worker benefits by being able to provide
subsistence for their family by working as
opposed to begging. Society benefits by not
having to funnel its limited resources to
supporting those who cannot command the
minimum wage. Merchants benefit by being
able to offer a variety of benefits that would
be cost prohibitive in the United States
coffee service to shoppers, a freshly swept
parking lot, inessengers, and a host of other
services.

Lest the naysayers say "it won't work
here," the fact that Saudi Arabia is a rich
country is not really an issue. On a per cap-

ita basis Saudi Arabia is one of the rich
est countries in the world. Most of that
money, however, has gone into the coun
try's infrastructure and not into the sort
of massive welfare program that we might
expect. Indeed, little subsidizing ofthe basic
needs of life goes on-able-bodied men are
expected to work for a living. The govern
ment does encourage education and train
ing, using liberal incentives to lure people
into classrooms. But handouts are not com
mon.

The United States should abolish mini
mum wage laws; they worsen the problem
they were invoked to solve. It is not my
intention to advocate that we adopt the
culture, laws, or economy of Saudi Arabia.
But it is my intention to suggest that there is
an important lesson to be learned here: It is
more dignified to allow people to work for
less than a minimum wage than to force
them to be paupers as a result of a high
handed interpretation of what a minimum
wage should be. It is better for society to
have people happily working for less than
minimum wage than to have these people
forced into becoming ungrateful and invol
untary wards of the state. It is better for the
consumer to purchase goods that are made
with realistically priced labor than with
artificially high-cost labor. And, most im
portantly, it is possible to accomplish all of
these things. A cursory examination of the
Saudi Arabian work world indicates that it
can indeed be done and the results are
indeed positive. D

Reed. Bidinotto. Skousen. Sennholz.
Four good reasons to read The Freeman each month!

Don't miss this month's provocative commentaries by Larry
Reed (p.81), Bob Bidinotto (p. 103), Mark Skousen (p.130), and
Hans Sennholz's Notes from FEE.



THEFREEMAN
IDEAS ON UBERTY

Ending the "Crayfish
Syndrome"

by Ralph R. Reiland

What are the chances for upward mo
bility for a group of poor, black

church people 96 percent on welfare-in
rural Mississippi, the poorest state in the
nation? What's their prospect for economic
success if they don't get a dime from the
Rockefellers or the Ford Foundation? What
if they get no new anti-poverty programs,
nothing from the Fortune 500, and nothing
from the rich and famous African-American
celebrities and athletes?

That's the story of the Greater Christ
Temple in Meridian, Mississippi, and they
ended up owning 1,000 head of cattle, two
motels, a gas station, three restaurants, two
chicken farms, 4,000 acres of farmland, the
Green Acres housing development, two su
permarkets, a hog operation with 300 brood
sows, a construction company, a 55-acre
Holyland commune, a school, and two
meat-processing plants.

"We stopped the Crayfish Syndrome
it's when you put all the crayfish in a pail,
and one starts out and all the others reach
up and pull him down," says Bishop Luke
Edwards, the pastor of the church. "We
started by selling peanuts in the church, and
buying wholesale food with the welfare
money and selling it in a small grocery store

Mr. Reiland, Associate Professor ofEconomics
- at Rohert Morris College, owns Amel's Restau

rant in Pittsburgh and has been published in
USA Today, Barron's, and Minorities & Women
in Business.

in the church. Now there's no welfare or
food stamps. We're saving the federal gov
ernment $300,000."

Green Acres is the congregation's new
54-acre subdivision in Utaw, Alabama, with
132 homes being built for sale to the public.
Heritage Construction, another business
owned and operated by the congregation's
members, supplies the heavy equip
ment-I8 wheelers, backhoes, dump
trucks. The church also acquired two motels
this year in Alabama, the Westin Inns in
Utaw and Livingston, and started chicken
farms in Decator, Mississippi, and Gaines
ville, Alabama.

"We haven't allowed anything to dimin
ish our thinking or our efforts," says Ed
wards. "Black people can be just as suc
cessful as anyone else, but our leaders have
allowed us to be entrapped by government
handouts. I lived in those neighborhoods.
Welfare broke up the families, put the father
out of the home, and let another man lay up
there all he wanted. Handouts robbed our
people, robbed them of self-esteem and
self-respect. "

Edwards doesn't preach the traditional
bad news about a shrinking pie in racist
America. "Racism is an excuse, a song. No,
the playing field isn't even, but we make it
even. We proved we can make it in Missis
sippi and it's the poorest state in the nation,
and Alabama isn't far behind. Think what
we can do in New York or Chicago. Look at
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the Cubans out in the ocean coming here. It
is the land of opportunity. "

The bottom line for Edwards is to focus
more on opportunities than on obstacles,
and it's producing more success than fail
ure. If anyone of us were raising a handi
capped child-and being black in America is
still a handicap-the worst thing we could
do is subject that child to a daily harangue
about the things he could never accomplish,
about what's impossible for him, about how
life is unequal and unfair, about the stream
of misunderstandings, obstacles, and prej
udice that lie ahead for him. Few of us have
levels of confidence and ambition tough
enough not to be undone by that.

Edwards delivers the opposite message,
and it's reinforced with no-nonsense school
ing and a philosophy that doesn't sneer at
hard work. On top of math and spelling,
students at the congregation's Accelerated
Christian Education school, K through 12,
learn how to run a hog farm and operate
restaurants. These ACE students regularly
outscore the state schools, and the courts
have 26 students enrolled this term for a
straight dose of rehab. The school rules
aren't complex: no smoking, no drinking,
no drugs, no weapons, no three or four
hours ofMTV a day, and no dating. And it's
lights out at 8:30 p.m. No midnight basket
ball.

To those watching from the ground, a bird

that'sout of formation is usually seen as
misguided, a joke. We don't think that the
whole rest of the flock might be off track. To
the Ivy Leaguers now occupying the White
House, a black bishop who doesn't look
toward D.C. for salvation is out of step,
some outdated combination of Ronald Rea
gan, Clarence Thomas, and David Koresh.
The only African-Americans who currently
qualify for White House dinner invitations
are those who believe in bigger government,
higher taxes, and more urban pork.

What's working in Meridian, Mississippi,
and Utaw, Alabama is less dependence on
government and more respect for business.
It is a prescription to reverse the deadly
pathologies across America's inner cities.
"There's no poor black neighborhoods,"
Edwards says. "Why would dope dealers
be selling there? You've seen the money
they're making. Those neighborhoods ar
en't poor, they're just misled and misman
aged. They can put money into opening
stores, into creating jobs. They can do it."
What's needed is more of the entrepreneur
ship of Little Havana and less Aid for
Dependent Children, more of the small busi
ness capitalism of Koreatown, Little Italy,
and Chinatown and fewer social engineers
from HUD and EEOC. It's time to get the
D.C. pipedreamers off center stage and
unleash some black independence and
entrepreneurship. D

In search of good students
Do you know college students who value liberty?

They will want to hear about aunique opportunity to spend aweek exploring
the classical liberal tradition-the philosophy of individual rights, the rule of
law, the free market, free trade,
and peace-with distinguished
faculty and students from around
the world. Participants receive
free tuition, room, &board. Semi
nars held at various universities
during the summer.

"I gained a wealth of
new information about
the application of
classical liberal theory
in the real world."
- Tina Wallace, MIT,
seminarparticipant
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The Educational Octopus

by Mark J. Perry

Every politically controlled educational system will inculcate
the doctrine of state supremacy sooner or later. ... Once that
doctrine has been accepted, it becomes an almost superhuman
task to break the stranglehold ofthe political power over the life
of the citizen. It has had his body, property and mind in its
clutches from infancy. An octopus would sooner release its prey.

A tax-supported, compulsory educational system is the com
plete model of the totalitarian state.

-ISABEL PATERSON, The God of the Machine (1943)

What would you conclude about the qual
ity of product or service X under the fol
lowing circumstances?

1. The employees of Airline X and their
families are offered free airline tickets as an
employee benefit. The employees refuse to
travel with their families on Airline X and
instead pay full fare on Airline Y when
flying.

2. The employees of Automaker X are
offered a company car at a substantial dis
count and they instead buy a car at full price
from Automaker Y.

3. Employees at Health Clinic X and their
families are offered medical care at no ad
ditional cost as a benefit and yet most
employees of Clinic X pay out-of-pocket for
medical services at Clinic Y.

In each case, the employees' willingness
to pay full price for a competitor's product
or service and forgo their employer's prod
uct or service at a reduced price (or no cost)
makes a strong statement about the low
quality ofX. What makes the inferior quality
of X even more obvious is that the employ
ees at Firm X, since they work in the

Dr. Perry is Director of Policy and Research,
Institution for World Capitalism, Jacksonville
University, Jacksonville, Florida.

industry, would have better information
about product (service) X and product (ser
vice) Y than the average person.

What then should we conclude about the
quality of public education in the United
States given the following facts?

• Public school teachers send their own
children to private schools at a rate more
than twice the national average-22 percent
of public educators' children are in private
schools compared to the national average of
10 percent.

• In large cities across the United States,
more that a quarter of public school teach
ers' children are attending private
schools-50 percent in Milwaukee, 46 per
cent in Chicago, 44 percent in New Orleans,
36 percent in Memphis, and 30 percent in
Baltimore and San Francisco.

• In New York City, as of 1988, no
member of the Board of Education and no
citywide elected official had children en
rolled in a public school.

Public school teachers are giving public
education a failing grade by their dispropor
tionate patronization of private education
when it comes to the education of their own
children. The sharp decline in SAT scores

. over the last 30 years confirms that the
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quality of public education is deteriorating.
SAT scores (a measure of the academic
ability of high school seniors) were fairly
stable between World War II and the early
1960s, averaging about 978. Starting in the
early 1960s, SAT scores steadily declined
and reached a low of890 in 1980. Since then,
SAT scores have risen slightly to the current
average of about 900. Numerous other tests
of the education abilities of high school
seniors by independent groups (National
Assessment of Educational Progress, Na
tional Endowment for the Humanities, and
the International Association for the Eval
uation of Education) have also shown a
serious decline in the quality of public ed
ucation over the last 30 years.

Increased Costs
Accompanying the decline in the quality

of public education has been a dramatic
increase in the cost of public education.
Since World War II, real spending per public
school student has increased 40 percent
each decade, and has gone from about
$1,000 per student in 1945 to over $5,000 per
student in 1990 measured in constant dol
lars.

Rising teacher salaries have contributed
to the increased cost of education, rising
from $12,000 to $35,000 in real dollars be
tween 1945 and 1990, about twice the growth
rate of average national incomes. And pub
lic school teachers' benefits have increased
even faster than their salaries. From 1975 to
1985, teacher salaries rose by 10 percent in
real terms, but real fringe benefits doubled.
Benefits now contribute an additional 25
percent to teachers' average after-tax in
come. The increases in teachers' salaries
and fringe benefits have largely coincided
with the increased unionization of teachers,
90 percent of whom are now in teacher
unions.

Teachers' salaries are not the real prob
lem, though. The largest contribution to the
increased costs of public education has
come from the growth in the administrative
sector of public schools. Administrative
employment has grown far faster than in-
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structional employment and has signifi
cantly increased educational expenditures
to finance an expanding administrative bu
reaucracy. For example, between 1960 and
1984, the number of nonclassroom person
nel grew almost 600 percent, nearly ten
times the growth rate ofclassroom teachers.
The number of nonteaching, administrative
employees (46 percent of total) is now al
most equal to the number of classroom
teachers (54 percent of total) and continues
to grow.

Consider the following cases of bloated
public school administration. The Chicago
Board of Education, which has 3,300 em
ployees, is larger than the entire Japanese
Ministry of Education. The New York City
public schools system has 250 times as many
administrators as the New York Catholic
school system (6,000 administrators in pub
lic school system versus 24 in Catholic
school system), even though New York
public schools have only four times as many
students as the Catholic schools.

Administrative costs have exploded since
World War II as the number of school
districts has declined, from over 100,000
districts in 1945 to fewer than 16,000 in 1980.
As school districts have consolidated and
grown in size, they have become increas
ingly bloated-more top-heavy, more bu
reaucratic, more centralized, less effi
cient-and more costly to administer.

Doomed to Failure
American public schools are failing mis

erably. They suffer from the same underly
ing structural flaws that make all socialist
programs eventually fail-protection from
competition and insulation from failure.
Socialism is a defective theory, and any
system based on socialist principles will fail,
whether it is an entire economy or a single
program. Socialism failed in East Germany
and the Soviet Union and it is failing in the
American public education.

Since public schools have (1) an effective
monopoly on education and (2) the govern
ment as their source of funding, public
education is insulated from competitive
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market forces. Undisciplined by profit and
loss accounting, public schools have no
incentive either to operate efficiently or to
cater to their customers. In contrast to·
private firms which are forced to serve the
needs of their customers or go out of busi
ness, public schools can ignore their cus
tomers because they are protected from
failing by the deep pockets of the American
taxpayers.

In fact, operating efficiently and cutting
costs undermine and sabotage the agenda of
the entrenched public education bureau
cracy, because operating efficiently will lead
to a reduced budget. Perverse incentives are
in place to guarantee failure-the worse
public education is, the more money and
resources will be budgeted to try to solve the
education "problem." Given the political
framework, it makes sense for the educa
tional establishment to deliver an inferior
educational product as a way to attract
increasingly larger budgets. In contrast to
the private sector where resources are con
stantly being directed towards the most
efficient and profitable enterprises, the pub
lic sector diverts resources towards the least
effective, most inefficient programs.

In regard to public education, we have
seen collectivism in action-a failing, inef
ficient bureaucracy getting more and more
resources-more money, higher salaries,
more benefits, more employment. And as
public schools become increasingly bureau
cratic and politically oriented, they become
more and more responsive to the political
process and engage in rent-seeking activities
to protect their monopoly status. Because
the main sources of educational funding are
state and federal governments, political con
stituencies-politicians, teachers' unions,
political parties, and lobbyists-become
more important to educators than parents
and students. The attention and focus of
education is directed away from local con
cerns towards the political process at the
state and federal level.

In addition to the monetary expense of
public education, we need also to account
for the role that public education has played
in the costly erosion ofour personal freedom

and the costly expansion ofBig Government
during this century. In the- same way that
political disincentives discourage educa
tional efficiency, public school educators
also have strong disincentives to teach stu
dents to think clearly, logically, and inde
pendently about economic and political is
sues. Clear economic thinking and an
appreciation of private enterprise would be
counterproductive to an agenda ofincreased
funding of public education. If students and
parents developed clear, independent think
ing as part of public education, they would
become increasingly intolerant of inefficient
state-run bureaucracies like public schools.
They might even demand an end to the
public education monopoly.

The diversion of public funds toward an
expanding public sector is made much easier
if students are subtly influenced from an
early age to be tolerant of government
solutions and programs. Government
schools therefore have flourished and ex
panded, along with a general expansion of
government at all levels, largely because
public schools have failed to educate stu
dents on the proper role of limited govern
ment as set forth in the U.S. Constitution.

Since the early part of this century, the
size of the federal government has gradually
increased, and is now at a historically un
precedented level. From the birth of the
nation in 1776 until the early 1930s, govern
ment spending at the federal level never
exceeded 3 percent of national income ex
cept during periods of war. Since the 1930s,
spending by the federal government has
steadily increased and has now reached 30
percent of national income. State and local
government spending has also increased,
from 7 percent of national income in 1930 to
12 percent in the 1990s. When we take into
account the further burden of complying
with government regulations and time spent
filing tax forms (5.4 billion man hours), the
total cost of government to society is more
than 50 percent of national income. The
average American now works from January
1until July 10 every year to pay for the total
cost of government.

The failure of public schools to educate



students effectively has contributed to the
increasing role of government over the last
60 years. The expansion of the public sector
and the "stranglehold of the political power
over the life of the citizen" has largely
coincided with the increased bureaucratiza
tion, politicization, and unionization ofpub
lic education. It may have been impossible
for government to expand so rapidly over
the last 60 years without a public education
system to subtly desensitize students to the
growth of the state and the erosion of
personal freedom.

As Leonard Read of The Foundation for
Economic Education pointed out years ago,
people will never give up their freedoms all
at once. However, they will be rather indif
ferent about losing their freedom gradually
over time, as we have seen happen in this
century. To explain this phenomenon, Read
used the analogy of boiling a frog in a kettle
of water. If you boil the water first and try
to throw the frog in the kettle, it will
immediately jump out as soon as it lands
on the water. However, if you put the frog
in a kettle of cold water and heat the water
up slowly, the frog will slowly cook to death
before it realizes what is happening.

Likewise, the growth of the welfare state
and the erosion of freedom have happened
so gradually over the last 60 years that most
people have not even realized that it has
happened. As a society, we would never
have allowed federal government spending
to expand from 3 percent to 30 percent of
national income in one year, but we have
tolerated that expansion ofgovernment over
a 60-year period. Part of the reason we
allowed this to happen is that we became
immune in public schools to the gradual loss
offreedom and accompanying growth in the
government. The doctrine of state suprem
acy is subtly woven into the inculcation of
students by statist, unionized, civil servant
teachers who have incentives to perpetuate
and expand the role of the state and public
education.

We need to break the "stranglehold of
political power" over our educationalsys-
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tern by introducing parental choice, compe
tition, and market solutions in education.
Contrary to public opinion, education was
largely supplied by the private sector from
the 1700s until the first few decades of the
19OOs. Schools were small, local, and pri
vate, and were forced by competition to be
responsive to students and parents.

The private sector would deliver world
class, first-rate, superior education in Amer
ica once the stranglehold of the "education
al octopus" is broken. Innovation and
experimentation in education would be en
couraged in a competitive educational
marketplace. Parents would have the same
diverse choice in the educational market
place that they now have when arranging
for music lessons, karate instruction, or
swimming lessons. In a competitive educa
tional environment, private schools and
public schools would be forced to serve
the public interest or they would go out of
business. Consumer sovereignty would
reign once again in the educational market
place. Costs would decline and quality
would improve.

Through education and training we de
velop skills and abilities to improve our
human capital, which is our investment in
the future. The productive capacity and
standard of living of a country depends on
the quality of human capital available.
Therefore, there is no more important re
sponsibility than the education of our chil
dren since this is our investment in the most
important resource of all-human capital.

There is no surer way to guarantee that
our children continue to receive an inferior
education than to continue educating 90
percent of our children in the public school
system. Education is far too important a
responsibility to leave in the hands of a
government bureaucracy whose monopoly
status allows it to be insensitive and unac
countable to parents and students.

Public education is a bad investment in
human capital. We need to break the stran
glehold of the" educational octopus" before
it is too late. D



Economics on Trial by Mark Skousen

Austrians vs.
Monetarists: Who's
Right About Hayek?
" ... neither author gave much attention to Hayek's
Prices and Production. It is just as well. The book is
obscure and incomprehensible."

-Professor Allan Meltzer, Mt. Pelerin Society
meeting Cannes, France, September 27, 1994

In Defense of Hayek

read Prices and Production. "Years ago,"
he replied. I suggested he needed to read
it again. Far from incomprehensible, I find
Hayek's little volume clear and profound.
And, in the next generation, it may well
come out of obscurity. According to
Stephen Kresge, editor of Hayek's works, a
new edition of Prices and Production is
scheduled to be published by the University
of Chicago Press in the near future.

It's great to learn Hayek's breakthrough
book will again be in print. In my paper, "I
Like Hayek," I extolled the virtues of
Hayek's Prices and Production. Recently, I
purchased a first edition, paying the princely
sum of 350 pounds sterling. Did I overpay?
Not at all. Hayek's model forms the basis
of a new macroeconomics that is far supe
riorto the Keynesian, Monetarist, and Marx
ist models currently in vogue. I believe
Hayek's first edition will soon be worth
substantially more than a first edition of
Keynes's General Theory.

In two of my books, The Structure of
Production and Economics on Trial, I res
urrect the Hayekian model, transform it into
a useful four-stage model, and bring it up to
date with empirical data. In fact, the four
stage Hayekian model acts as my principal
forecasting model.

Among the many models used to forecast
the economy and the financial markets, I
believe that Hayek's theory is in large mea-
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Mark Skousen is an economist at Rollins Col
lege, Winter Park, Florida 32789, and editor of
Forecasts & Strategies, one ofthe largest invest
ment newsletters in the country. For more infor
mation about his newsletter and books, contact
Phillips Publishing Inc. at 800-777-5005.

The late Friedrich A. Hayek founded the
Mont Pelerin Society in 1947 in an effort

to regenerate support around the world for
free markets and free minds after the war.
His contribution to economic and social
thought was the subject of the society's
meetings in Cannes, France, last Septem
ber. Henri Lepage, the conference orga
nizer, did a marvelous job paying tribute to
the society's originator.

A major debate developed at the confer
ence between the Austrians (followers of
Mises) and the Monetarists (followers of
Friedman) regarding Hayekian economics.
Allan Meltzer, the highly respected mone
tarist at Carnegie-Mellon University, ap
plauded Hayek's emphasis on uncertainty,
the costs of information, and the concepts
of coordination and spontaneous order, but
rejected out of hand the macroeconomic
model and business cycle theory Hayek
developed in Prices and Production in the
early 1930s. "The book is obscure and
incomprehensible," he declared.

His remark reminded me of Keynes's
brusque dismissal ofPrices and Production:
"one of the most frightful muddles I have
ever read" and a "thick bank of fog. ,,1

After his presentation, I talked to Profes
sor Meltzer and asked him when he had last
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sure the right kind of model. As an applied
financial economist, I use Hayek's model on
a regular basis to predict the direction of
inflation, output, and the prices of financial
assets, including which country funds to
invest in. Of course, it is not the only
ingredient I use to forecast the business
cycle, but it is always an important consid
eration. The model does an excellent job of
explaining the recent boom-bust cycles in
the United States and Japan.

The Austrian model offers a highly prac
tical picture of economic activity, one that
the layman or businessman can easily relate
to. Based on Hayek's diagrams in Prices and
Production (known as Hayekian triangles), I
have developed a four-stage model to analyze
the economy and forecast trends (see figure).

Time and Money
This four-stage model offers a straight

forward view of the economic process. My
students call it "Skousen's stairs," because
it looks like four steps. The vertical axis
represents "time" and the horizontal axis
represents "money." As Roger Garrison
points out, time and money are the building
blocks of a basic macroeconomic model.2

As the diagram demonstrates, all goods
and services pass through a series of produc
tion processes, from raw commodities to
usable consumer products, whether it be

Time
(stages of
production) Natural

Resources

Manufacturing

Wholesale trade

Final Retail
Consumer Markets

Money ($)

Source: Mark Skousen, The Structure of Production
(New York University Press, 1990), p. 171, and Eco
nomics on Trial (Irwin Professional Publishing, 1991,
1993), p. 35.

shoes, computers, or food on the table. Value
is added at each stage as the inputs are
transformed and moved along toward the next
stage, moving closer and closer to the final
retail market. Sir John Hicks recognized the
common-sense approach of this Austrian
model: "The concept of production as a
process in time . . . is not specifically 'Aus':'
trian.' It is the typical businessman's view
point, nowadays the accountant's viewpoint,
in the old days the merchant's viewpoint."3

In teaching this Austrian model, I find that
students of business, accounting, marketing,
and engineering relate to it right away. It is a
logical approach, confirming that the purpose
of all economic activity is to take unusable,
unfinished "inputs" and transform them into
more useable, finished "outputs" with the
ultimate aim ofsatisfying the wants and needs
of consumers. The factors of production
land, labor, and capital-work together to
bring this about. Thus, we see in this dia
gram that the capitalistic system is not only
competitive but cooperative as well, an
often-overlooked characteristic.

The four-stage model of the economy can
also be used to demonstrate a correct ver
sion of Aggregate Supply and Aggregate
Demand, which are inaccurately portrayed
in today's textbooks. It can show how
macroeconomic equilibrium is achieved,
how economic growth takes place, and how
macroeconomic disequilibrium creates a
business cycle. (See chapters 7-9 of The
Structure ofProduction.)

It also offers a powerful new way to
introduce the principles ofmicroeconomics,
the theory of the firm and the role of land,
labor, capital and entrepreneurship.

In short, an updated version of Hayek's
model forms the basis of an exciting new
tool in economics and can serve as the basis
ofa versatile, fully-integrated model ofboth
micro and macro in economics textbooks. I
am working on such a textbook, tentatively
entitled Economic Logic. Stay tuned. D

1. John Maynard Keynes, "The Pure Theory of Money: A
Reply to Dr. Hayek," Economics 11 (1931), pp. 394, 397.

2. Roger Garrison, "Time and Money: The Universals of
Macroeconomic Thinking," Journal of Macroeconomics 6:2
(Spring, 1984), pp. 197-213.

3. John Hicks, Capital and Time (Clarendon Press, 1973),
p.12.



132

BOOKS

The Soviet Tragedy: A History of
Socialism in Russia, 1917-1991

by Martin Malia
The Free Press. 1994 • 575 pages. $24.95

Russia Under the Bolshevik Regime

by Richard Pipes
Alfred Knopf. 1994.587 pages. $35.00

Reviewed by Ralph Raico

On December 25, 1991, the Red Flag
over the Kremlin was lowered for the

last time. Yet many of us still find it hard to
absorb the fact that Soviet Communism has
ceased to exist. It will take some time to get
used to the glad tidings. Meanwhile, we are
now in a position to begin to answer the
question: What was it all about? As Martin
Malia, of Berkeley, puts it: "Soviet history
is now for the first time really history, and
this closure permits us to see the pattern or
'logic' of its life course." Malia does not
mince words in his forthright and illuminat
ing book: what Soviet history-" seventy
years on the road to nowhere" -was about
was socialism. The key to understanding the
doleful Soviet experience is the Marxist
dream: to construct a free and prosperous
society by abolishing private property and
the market. But that task, Malia asserts, was
and is inherently impossible. Releasing a
blast offresh air into the musty, left-oriented
field of Soviet studies, he pronounces so
cialism to be nothing more than an "assault
on reality."

Malia stresses the crucial significance of
the period up to 1921, later-deceptively
termed "War Communism." As free-mar
ket scholars Paul Craig Roberts and Peter
Boettke have demonstrated, War Commu
nism was no mere make-shift, occasioned
by the Civil War. Instead, it constituted the
Marxist project: abolition of private prop-

erty in the means of production, prohibition
of exchange, suppression of money, etc.
The results were so catastrophic that Soviet
power itself was in jeopardy. Hence,
Lenin's temporary retreat to a mixed. econ
omy with the New Economic Policy, NEP.
But NEP was not what the Communists had'
seized power for. With Stalin in charge, the
effort to achieve socialism was renewed.
The first Five-Year Plan was announced,
collectivization of agriculture begun. And
terror and famine-already prodigious un
der Lenin-reached staggering proportions.
Malia's figures for the victims of Stalin jibe
with those of Robert Conquest and most
other scholars of the period: around
20,000,000 dead, from the Ukrainian terror
famine, the Gulag, the Purges, and the
ceaseless executions.

Stalinist planning, unlike War Commu
nism, involved money, wages, and prices;
thus, it represented a temporary deviation
from the socialist ideal. So did the legal
private plots and small markets for the
peasants, as well as the de facto black
market, or "shadow economy." Still, the
Soviets were able to achieve real success in
only one area: military hardware, into which
enormous resources were poured. Malia
mentions Ludwig von Mises and his argu
ment against socialist planning, and he re
fers to Peter Boettke's book on the subject.
Yet he seems unaware that this was the very
heart of the matter, the essence of social
ism's impossibility. As Mises showed, ra
tional economic planning cannot take place
in the absence of prices for producer goods,
and no such prices can arise where all
producer goods are owned by the state.
Hence, the constant lurching from one eco
nomic program to the next, always with the
same result.

Malia is particularly harsh on the band of
Sovietologists, who, for the most part,'apol
ogized for the Soviet system. It represented,
they averred, merely a variant form of
modernization, one which had proved, by
and large, successful. They banned the term
"totalitarian" from discussion, as fueling
the Cold War. As for Stalinist terror, it was
an aberration. Some professors even mini-



mized the number of victims to the point
where, if they had been writing about the
Holocaust, their works would have been
banned in half a dozen democratic coun
tries. When Khrushchev boasted of over
taking the United States by 1970, Western
media like The New York Times and Le
Monde took him seriously. Similarly, up
until the moment it fell, East Germany was
rated an economic success by many West
ern economists and journalists.

Gorbachev understood that the shabby
socialist economy was incapable of sustain
ing a world power. Perestroika was intro
duced, and with it glasnost, a limited open
ing up of channels of criticism. Glasnost
proved suicidal. The surrealism of Soviet
society could not survive the light of criti
cism. Inevitably, the ideological house of
cards erected by the Party propagandists
and disseminated by foreign fellow-travel
ers over seven decades collapsed.

In 1989-that marvelous year-the Red
regimes toppled one after the other. In the
Soviet Union, the ruling class lost faith in its
right to rule, and with it "the will to coerce."

Today Russia is in an incomparably worse
position than, say, Spain after Franco, or
even West Germany in 1945. Despite dicta
torship, civil society in those nations had
never been pulverized, as it had in Soviet
Russia. Above all, the principle and values
of private property had been more or less
preserved. In Germany, an inspired leader
like Ludwig Erhard could build a new mar
ket economy on the basis of what had
survived. In Russia, three generations of
Communist rule, as Malia points out, anni
hilated civil society and created a vacuum.
An "envious egalitarianism" and the vilifi
cation of all money-making as "specula
tion" are rampant. Malia's pessimistic prog
nosis for Russia, unfortunately, rings all
too true.

There are minor but surprising errors:
Malia confuses the German socialist Karl
Liebknecht with his father Wilhelm and the
Franco-Russian Alliance with the Triple
Entente, misquotes the first line of the
"Internationale," and states that Franco
was aided by Germany and Japan, rather
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than Germany and Italy. More seriously, he
adheres to the outdated interpretation of the
Industrial Revolution, whereby the masses
impoverished by industrialism were only
rescued by labor unions and a mysterious
"safety-net" (which did not exist until de
cades after workers' living standards had
risen in all Western countries). Most
strangely of all, Malia states that classical
Marxism "had not made a central and ex
plicit issue of the anarchy of market" -an
interpretation directly contradicted by well
known passages from Engels' Anti-Duhring
and other classical Marxist works. All in all,
however, this is an excellent work, and a
much-needed antidote to dozens of apolo
gias for the Soviet regime.

Richard Pipes' Russia under the Bolshe
vik Regime takes a different approach. This
sequel to the Harvard historian's The Rus
sian Revolution, completes the trilogy he
began some twenty years ago with his Rus
sia under the Old Regime. The book covers
the period from the outbreak of the Civil
War to the death of Lenin (1918-1924).
Some interesting new material recently re
trieved from Russian archives is included,
and some stimulating ideas are advanced.
Pipes suggests, for instance, that the attrac
tion felt by so many Western intellectuals
for the Soviet regime is traceable to the fact
that it was the first government since the
French Revolution in which intellectuals
like themselves-Lenin, Trotsky, and the
rest-held the reins of power. Thus, "in
Soviet Russia, intellectuals could expropri
ate capitalists, execute political opponents,
and muzzle reactionary ideas."

But Pipes' work suffers from a fundamen
tal flaw. Consistently with his previous
views, he states that ideology was merely a
"subsidiary factor," one that neither "de
termined [the Communists'] actions," nor
"explains them to posterity." Traditional
Russia, not Marxism, is the key to under
standing the regime's history, because' 'no
where in the West has Marxism led to the
totalitarian excesses .of Leninism-Stalin
ism." Here Pipes overlooks the small fact
that, in the West, socialist parties aban
doned Marxism, starting with the German
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SPD after the First World War. And how
explain Bolshevik discipline and fanati
cism- crucial to seizing power and winning
the Civil War-without Bolshevik ideology?
How explain the final relinquishing of
power, without the fading of faith in Com
munism in the ruling class? In fact, contrary
to Pipes, the Soviet experience taken as a
whole is a classic illustration ofthe Misesian
philosophy of history: in the end, it is ideas
that, for good or evil, rule the world. D
Dr. Raico is professor of history at the State
University ofNew York College at Buffalo, and
the author of Marxist Dreams and Soviet Real
ities, published by the Cato Institute.

Classics in Austrian Economics,
3 volumes

Edited by Israel M. Kirzner
London: William Pickering and Chatto
Publishers, Ltd., 1994 • xxxii + 355 pages;
xx + 340 pages; xviii + 312 pages

Reviewed by Peter J. Boettke

When Carl Menger published his semi
nal book on economic theory in 1871

he established a tradition ofeconomic schol
arship that is still attempting to come to
terms with his revolutionary insights into
human action and the exchange process. As
Mises reports in Notes and Recollections, it
was upon reading Menger's Principles that
he became an economist. From 1871 to the
1930s, this was figuratively true of all those
within the Austrian School of Economics,
including such well-known economists as
Eugen von Bohm-Bawerk, Friedrich von
Wieser, Franz Cuhel, Richard von Strigl,
Hans Mayer, Paul Rosenstein-Rodan, Gott
fried Haberler, Leo Schonfeld, Fritz Mach
lup, Oskar Morgenstern, and, of course,
F. A. Hayek. The 1930s, however, saw the
destruction of the intellectual base for the
Austrian School of economics, Vienna, as
most of the remaining scholars within the
tradition fled Austria to escape Hitler. Hab
erler, Machlup, and Morgenstern launched
successful academic careers in the United

States at Harvard (Haberler) and Princeton
(Machlup and Morgenstern). However,
their Austrian roots-while forever present
-were not emphasized in their economic
scholarship during their professional period
in the United States. Mises and Hayek, of
course, continued to refine the Austrian
tradition with their brilliant work on the
trade cycle and on the problems of socialist
economic and political organization, as well
as their work on the philosophical founda
tions of economic science. But, by the late
1930s, early 1940s, the Austrian School of
Economics was thought to be either fully
incorporated into the mainstream or
soundly defeated in scholarly debate. This
assessment has been subsequently proven
wrong on both counts.

One of the difficulties with the Austrian
tradition was plainly and simple translation
difficulties. For example, Austrian capital
theory formed the core of both the trade
cycle theory and the critique of socialist
calculation, yet economists trained in the
English-language tradition did not see the
point of the Austrian notion of a time struc
ture of production, and therefore, were not
particularly impressed with the Mises
Hayek demonstrations of either the prob
lems with malinvestment caused by mone
tary manipulation or the inability of socialist
planners to rationally calculate the alterna
tive use of scarce capital goods amongst
various investment projects. Certainly dur
ing the period between 1940 and 1970 there
were some prominent theorists who argued
against inflationary monetary policy and the
advance toward socialism, but they did not
base their argument on the reasons associ
ated with Austrian economics.

In the 1970s that was to change. First, in
1974 Hayek won the Nobel Memorial Prize
in Economic Science, which brought with it
renewed attention to the economic theory,
as opposed to political theory, work he had
done in the 1930s and 1940s. Second, be
ginning in 1973, Israel Kirzner had started a
resurgence of interest in the Austrian theory
of the market process with his seminal
Competition and Entrepreneurship. Kirzner
also worked to establish an Austrian Eco-



nomics Program at New York University,
which supported both post-doctoral schol
arship and student training in the Austrian
tradition-the first institutional home for
Austrian _School scholarship since the
1930s.

Kirzner was a tireless champion for the
Austrian cause. Since then he has published
four additional works and edited two other
collections of articles in the Austrian tradi
tion. Now, he offers us a three-volume
"sampling of a tradition" -as the subtitle
states. Classics in Austrian Economics in
cludes contributions to economic scholar
ship made by all the individuals I listed
above beginning with Menger. Volume 1 is
devoted to the early contributions. Some of
the chapters are available in other works,
such as Menger's Principles or Bohm
Bawerk's Capital and Interest, but many
are not. In fact, as is the case with all three
volumes there are original translations from
the German that were produced for this
project.

Volume 2, which covers the interwar
years when Austrian economics flourished
as a scientific body of thought, includes the
an original translation ofthe classic paper by
Hans Mayer on genetic-causal explanation
within economic science. In addition, Rich
ard von Strigl's discussion of the relation
ship between economic theory and eco
nomic policy is translated.

Volume 3 is devoted to the age of Mises
and Hayek and contains many of their
seminal articles on methodology, money
and capital theory, and the nature of the
market process (including the critique of
socialism). Israel Kirzner must be thanked
for bringing together such a fine" sampling"
of the Austrian tradition. The price of the
volumes (around $300) will preclude indi
vidual consumption of these volumes . . .
that is too bad, though understandable given
the publisher's purpose in producing this
volume, which is to supply the reference
market within libraries. But, it would be
good if word-of-mouth advertising helped
the publisher place these volumes in as
many libraries as possible.

Not only did Kirzner organize this

BOOKS 135

project, but he provides substantive intro
ductions to each volume. His introduction
to volume 1, for example, is quintessential
Kirzner. With careful scholarship, Kirzner
demonstrates the unity between Menger's
vision ofeconomic science as emanating out
of the human choice problem and Mises'
project in Human Action. Moreover, his
history of the rise, fall, and then resurgence
of the Austrian School is, I would be
tempted to say, worth the price of the
book-though given the price of the vol
umes this market is obviously what we
economists refer to as very "thin." Never
theless, Classics in Austrian Economics is
an indispensable collection of material for
scholars and students committed to serious
study of the Austrian tradition. Hopefully,
these volumes will make their way onto the
library shelves at a large number of univer
sities and colleges so that many will have
access to their wealth of material. D

Dr. Boettke teaches economics at New York
University .

The Index of Leading Cultural
Indicators: Facts and Figures on the
State of American Society
by William J. Bennett
Simon and Schuster. 1994 • 138 pages. $8.95
paperback

Reviewed by Wesley Allen Riddle

William J. Bennett, best-selling author
of The Book ofVirtues, has produced

another dandy little volume, this one geared
towards fast, easy consumption and future
reference. The Book ofVirtues is an implicit
companion, if only to indicate what's been
missing in our society. Leading Cultural
Indicators, however, stands alone. Its
strength lies in the explicit message of chill
ing statistics.

Bennett's new book is a compendium of
charts and graphs extracted from various
government and private research sources
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and is divided into five chapters: Crime;
Family and Children; Youth Pathologies
and Behavior; Education; and Popular Cul
ture and Religion. There are also appendices
on social spending and related economic
indicators. The twelve-page introduction is
perhaps the best and certainly the most
succinct critique yet written on the destruc
tive legacy of the Counterculture.

One of the salient points, easily drawn
from data in the book, is that government
solutions compound social problems. For
instance, the growth of social ills literally
parallels the growth in government social
spending. While welfare gets 630 percent
more money today than in 1960, long-term
static dependency has actually increased.
Of course, escalating welfare and social
spending costs have translated into real tax
burdens on working families with children.

The hardest hit are the working poor and
the dependent poor themselves. The data
indicate that, by co-opting or undercutting
individual responsibility, government pater
nalism not only breeds dependency but
depresses the economy and precludes the
kind of long-term economic growth that
would provide permanent solutions. In
deed, it is clear that the staggering tax
burden increases all kinds of stress on fam
ilies, and many households have simply
been unable to survive.

The divorce rate has more than doubled
since 1960 and is the highest in the world,
although down slightly from its peak in the
early 1980s. There is a smaller percentage of
households with married couples in the
United States today than there has been for
two centuries. Nearly one in two U.S.
households is headed by single parents or
involves some other non-traditional living
arrangement. Abortions have skyrocketed
since 1972, while one-third ofall births in the
United States today are out of wedlock.
Fully seventy percent of African-American
births in the United States are illegitimate.
Moreover, the linkage between the break
down of the American family, poverty, and
the incidence of social pathologies is well
established in the data.

Government has failed miserably its pri-

mary function of protecting law-abiding cit
izens from criminals. There has been a more
than 500 percent increase in violent crime
over the pastthirty years. Yet the data show
crime increasing and punishments declining
both qualitatively and quantitatively. Public
toleration, however, must also share the
blame. The s~d fact of the matter is that
many in society doubt they even know basic
right from wrong, or if they do, their own
self-esteem is so low as to mute public
demand for retribution.

Leading Cultural Indicators includes
some legislative proposals in the introduc
tion, and while they strive to be "main
stream," rather than representative· of a
partisan political agenda or particular phi
losophy, they belie Bennett's own compro
mise with big government solutions. In each
case his solutions may represent improve
ment in policy over the status quo, but the
people only get a more benevolent master.
The apparatus of the State is the problem,
and it is hard to imagine the imposition of
federal sentencing guidelines, national edu
cational standards and a national core cur
riculum, federal tax incentives (conserva
tive social engineering), IRS-directed
garnishment of pay for dead-beat dads, and
government identification of fathers by So
cial Security number are the kinds of things
that are needed. They offer no long-term
solace from Leviathan; worse they are likely
to be the wellspring of present and future
bureaucratic abuses and myriad govern
ment intrusions.

The book does, however, successfully
issue a clarion call to concerned citizens.
The data are highly useful and indicate that
we are a society in crisis. The trends chart
a decline of our civilization over some thirty
years. Bennett acknowledges that govern
ment alone cannot arrest the negative social
trends he identifies; indeed, only individual
responsibility and appropriate voluntary
collective action can do so. We should add
that it would be most prudent to do so. D

Mr. Riddle is a faculty member at the U.S.
Military Academy, West Point, where he teaches
American History.
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