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PERSPECTIVE

The Road Ahead

Editor’s Note: This piece is extracted from
Forgotten Lessons: Selected Essays of John
T. Flynn, edited by Gregory P. Pavlik and
published by The Foundation for Economic
Education this month.

The road we are traveling is sufficiently
clear. We cannot delude ourselves with the
expectation that we may go a little way
further and then stop in the belief that we
can combine socialism and capitalism and
preserve the best features of each. The very
first hard and cold fact we must face is that
these two systems cannot live together in
the same society.

If we keep on the way we are going,
nothing can save the capitalist sector of our
economy from extinction, because it will
inevitably be called upon to pay the cost of
operating its own sector and the greater
portion, if not all, of the cost of operating
the socialist sector. In the United States
the few Government-operated industries
we have are operated at a loss. Private
industry must produce the income out of
which the losses of these Government in-
dustries are paid, and the attendant costs of
Government as well.

We must arrest the course of the social
disease that is destroying us and set our
hands to the hard task of lifting up and
revivifying our shattered system of free
enterprise. If we do not, we shall go on
stumbling down the path along which Eu-
rope has slipped.

It is not possible to lay down a program
in detail for checking and reversing our
direction. And it is not necessary. What is
necessary is to see clearly the general prin-
ciples which must govern our effort. These
I shall now attempt to enumerate as briefly
as possible.

We must put human freedom as the first
of our demands. There can be no security in
a nation without freedom. Let us work to
make our country a more bountiful home for
all to live in, but the first and indispensable
test of every plan must be whether it will
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impair our freedom. A better life for all,
yes—but not at the expense of our liberties.

We must stop apologizing for our capi-
talist society. It has made us strong, and has
provided us the highest standard of living in
world history.

Not one more step into socialism. There
is, of course, much to be done to repair all
the damage already done to our system by
the advocates of socialistic measures, but
the first militant maneuver must be to hold
the line for the American way.

Get rid of compromising leaders. Let us
put a mark upon every man in public life
who is willing to surrender further.

We must recognize that we are in a social
war, and that we must fight it as such. Our
enemies have managed to capture many of
the instrumentalities of the classroom, the
platform, the pulpit, the movies and the
radio upon an amazing scale, and to use
them not for their traditional purposes but to
carry on an attack upon the minds of the
American people.

We must put an end to the orgy of
spending that is rapidly bankrupting the
nation. Among the most critical conditions
that menace us are the fantastic commit-
ments for spending countless billions and
the crushing weight of our national debt
upon our economic system. . .. We must
not permit one more cent for any purpose
beyond our present commitments.

We must stop ‘‘planning’ for socialism
and begin planning to make our free system
of private enterprise operate at its fullest
capacity. Since 1933 the Government has
waged relentless war upon the capitalist
system—at first ignorantly, but recently
with a definite design to cripple and destroy

PERSPECTIVE

it. The man who runs a business has been
pilloried as a criminal, and the Government
has taken measures to prevent him from
accumulating those savings which make
expansion possible. It has held him up to
public scorn and hatred. It has taxed away
his savings, and it has so choked the streams
through which savings flow into investment
that our system is wilting away.

Our system is in an appalling mess now,
what with the public debt, the confiscatory
taxes which draw the blood from its very
veins, Government intrusions, and the
threats of ultimate extinction that are taking
ever more terrifying shape. The task calls
for patriotism and courage; it must not be
delayed another day.

We must set about rebuilding in its integ-
rity our republican system of government.
We cannot depend on any political party
to save us. We must build a mass organi-
zation outside the parties so powerful that
all parties will be compelled to yield to its
demands. Our forefathers gave to the world
the sublime example of statesmen who cast
off the tyrant State and built up the sover-
eign people, unleashing the energies of free
men. It was this historic experiment which
set off the astonishing surge of human en-
ergy that created here such abundance and
freedom as the world has never known.

The task before us is clear. For our
principles of action we must go back to our
Constitution, to our Declaration of Indepen-
dence, to our history and to the example set
by our national fathers. We must begin now
to dismantle the tyrant State in America and
to build up once again the energies of a free
people.

—JOHN T. FLYNN (1949)
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Trial by Jury vs.

by Bertel M. Sparks

n discussing ‘‘Trial by Jury vs. Trial by

Judge’’ I do not purport to be discussing
any new thing. The desirability or undesir-
ability of trial by jury has been discussed in
one way or another for generations.

On such a subject we could talk about the
law relating to the respective functions of
the jury and the judge. We could go into a
technical discussion of when, under existing
law, a jury trial is proper and when some
other form of proceeding is proper. We
could attempt to discriminate between the
function of the judge and the function of the
jury under existing law.

For our purposes here it is sufficient to say
that it is the function of the jury to find the
facts in a given case and the function of the
judge to interpret the law relative to those
facts.

If we turn to our legal history as it extends
back into the Mother Country we find that
at the time America was being discovered
there was no clear concept of trial by jury.
We find trial by ordeal. Shortly before that,
and to some extent contemporaneous with
it, we find trial by battle.

Eventually a group of men were called in
to determine or decide the facts. This might
have been the forerunner of our present-day
jury but it was far from anything we would
call a jury at the present time. At first these
people who were called in to determine the
facts were people familiar with all or some
part of the incident involved. They had seen
the incident take place or they had heard
about it—yes, having heard about it was
sufficient qualification in many cases—and

Trial by Judge

they were to get together and decide the
case.

From this step we moved along to a jury
of men who knew nothing about the existing
facts but who were gathered together for the
purpose of listening to the evidence and then
deciding what was truth. Both sides were
permitted to introduce evidence. The jury
decided what they would believe. That set-
tled the matter so far as the facts were con-
cerned. Roughly, that is our present day jury.

Common Criticism

Numerous attacks have been made upon
the jury—so many in fact that it would be
impossible for us to even list them. All we
can do is to merely recall some of the most
frequently mentioned criticisms.

It is said that the jury causes a great waste
of time. It has been pointed out that a trial
by jury usually requires from two to three
times the amount of time required when the
jury trial is waived and the case is tried to a
judge. It is said that this causes considerable
delay and that the courts get so far behind
trying ordinary cases that it becomes im-
possible to obtain justice in a given case
within a reasonable time.

It is also said that the jury is incompetent
to determine many of the issues that come
before it. They are men and women taken
from everyday life, unfamiliar with court-
room procedure and courtroom language.
They are misled by the judge’s instruction,
misunderstand the law, and give unfair or
prejudiced decisions.
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About the Author

Buoyed by the O. J. Simpson trial, the jury system has surfaced in the national
conscience again. As Professor Sparks points out, discussion about juries is not
new, but it remains relevant, for with new attention has come new attack. In this
article, written almost four decades ago but unpublished until now, Professor
Sparks defends one of our precious heritages from the law and customs of
England, trial before a jury of our peers.

The career of Bertel M. Sparks (1918-1994) as a professor of law was almost
equally divided between the schools of law of New York University and Duke
University. His expertise was in the areas of real property, wills, trusts, and future
interests. He was the author of two books and of numerous journal articles, some
of them published in The Freeman.

Named to the Board of Trustees of The Foundation for Economic Education
in 1972, he was a frequent speaker at FEE summer seminars. He became
Trustee Emeritus of FEE several years before his death.

In preparing his papers for a university archive, | found this previously
unpublished manuscript and edited it for publication. it was originally delivered
as a speech before the Christian Association of New York University, November
6, 1957, and is excerpted for The Freeman.

—Martha Evans Sparks (Mrs. Bertel M. Sparks)

It is also said that the jury is likely to
become intrigued by the two contesting
lawyers, jurors are likely to decide the case
according to what they think of the lawyers
rather than what they think of the rights of
the parties involved.

Another charge made against the jury is
that they can’t understand the complicated
transactions involved in many cases they
are asked to decide. They don’t understand
what a bill of lading is. They don’t know
what is meant by goods being sold on
consignment. They can’t understand some
of the embezzlement cases.! In the personal
injury cases, they are in no position to fix
damages. They can’t estimate the value of
a broken leg, a destroyed brain, a mangled
body, or even a damaged automobile.

While all these things have some weight,
those who would oppose any attack upon
the jury system would insist that they are not
as serious as might at first appear and that
even if they are serious there is no satisfac-
tory substitute.

As for the jury trial taking more time than
trial by a judge, there is even some doubt
about that. The time that is consumed is
usually consumed through the operation of

various rules of admissibility of evidence,
motions for delay, and others. These might
be defects in our procedural law but it is a
mistake to say that they all can be blamed
upon the jury system.

As for the jury’s alleged inability to cope
with the facts before it and that it is an
incompetent instrument for determining
truth, this too may be doubted. Who is to say
that a judge, or a group of judges, are in a
better position to decide the amount of
damage a truck driver should have for losing
an arm than twelve men and women chosen
at random and including mechanics, labor-
ers, grocery clerks, accountants, and pos-
sibly truck drivers.

The Heart of the Matter

This brings us to the real heart of the
matter and to the point where, in my judg-
ment, it becomes clear that the jury system
must be preserved at all costs. If it is to be
preserved it must be preserved, not simply
because it is old, venerated, loved, or any of
those things. If it is to be preserved it should
be because it is essential to human liberty,
individual dignity, and a free society.
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If political freedom and a stable society
are to be preserved it is essential that there
be a system of justice in which the public has
confidence and willingness to trust. In your
study of history you have been thrilled and
spellbound by some of the stories of the
steps toward human freedom, some of the
great revolutionary movements in history. If
you will examine those 1 believe you will
find that most of them had their origin in
some phase of the administration of justice.
Every person who has even given thought
about freedom of the press knows there is
such a man as Peter Zenger. No one has read
about the American Revolution without
hearing of the Boston Massacre. The story
of our own Civil War cannot be completed
without Dred Scott and John Brown.

When these rights are achieved, by what-
ever means, they get enforced, not through
the legislature, not through the executive,
but through the courts. They are trials. It is
there that the individual finds justice or fails
to find justice. What can give him more
confidence in that justice than the fact that
twelve of his peers participate in meting it
out. These twelve men are part of the
process. The man concerned may feel that
he is not getting justice. The community
might not want to accept it. If it was decided
by a representative group from the commu-
nity, it is likely to be accepted. It is here that
the administration of justice is brought close
to the people. The people are not ready to
accept a doubtful decision made by a pro-
fessional, by a panel of experts, or by a
dictator. They are ready to accept that
decision which came from their own group.
And the jury is a means of bringing the whole
power of the citizenry to bear upon the daily
administration of justice.

The jury is also a means of bringing
flexibility into the courtroom. The judge
must be impartial. He must be impersonal.
He must administer the law as he finds it. All
this is said to the jury. The jury has been
criticized by the allegation that it does not
apply the law but is swayed by the emotional
appeal of the particular case. The very fact
that it is so swayed is one of its crowning
features. When the jury—twelve of your

peers—retires to the jury room it becomes
king. It becomes king but a very responsible
king. The door to that jury room must
remain forever inviolate. What goes on in
there is their business and theirs alone. But
they are twelve men. They are strangers to
each other. They must answer to each other
and to their own consciences. They must
also live in the community where they made
that decision. They are necessarily limited
in their actions by all these things.

Dean Wigmore? has told us of a young
woman who was earning her own living but
who succumbed to the influence of an at-
tractive but unworthy young man and mar-
ried him. He turned out to be a sot. He lived
off her income until she got a divorce two
years later. Somehow he had managed to
purchase a $2,000 insurance policy payable
to his estate. He died with this insurance
policy his only asset and a distant uncle his
nearest relative. Friends of the young
woman persuaded her to file a claim against
the estate for the money she had advanced
to this good-for-nothing. At the trial a writ-
ten promissory note for exactly $2,000 pay-
able to the wife and signed by the husband
was introduced. A handwriting expert tes-
tified that the writing was a forgery. Later
the expert asked the foreman of the jury
if they honestly doubted the expert’s testi-
mony. The foreman answered, ‘‘Of course
we believed it, but we were not going to
let that poor woman lose all the money that
she had given to that worthless husband of
hers!”” Some will cite this as a reason for
abolishing the jury. I cite it as a reason for
its indispensability.

The jury also serves as a school in de-
mocracy. The right to the tribunals of justice
is the right through which all other rights can
be protected or through which they can all
be destroyed. The humblest juror becomes
a part of that tribunal. He sees it in opera-
tion. He operates it. He is elevated to a
position of importance. The events of the
courtroom—the events of his judicial sys-
tem are brought home to him. This is im-
possible if the case is tried to a judge, a
referee, an expert, or what-not.

Another essential reason for having the
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jury is that its job is not the job of an expert
and not the job of an individual. It is a job
which requires group judgment. In the field
of physical sciences (regardless of what
Einstein said), it is possible to deal in
absolute realities. On the human level this
is impossible in the conduct of human life.
There we must deal in averages, generali-
ties, reasonableness, and other equally
vague quantities. That average, that gener-
ality, that reasonable denominator, can best
be arrived at through a group judgment. No
human being can, or even has a right, to
judge with any degree of absoluteness the
right or the wrong of any individual. In fact
that is the foundation of sin itself. What was
the original sin but man’s attempt to be
God—man’s partaking of the tree of knowl-
edge of right and wrong.

The best that any system of earthly justice
can hope for is to enforce some minimum
standard. That minimum standard must be a

standard accepted by the group. That makes
the group decision necessary. The indict-
ment—the accusation—might picture the
accused raven black. But he is entitled to
hear the verdict of his own comrades. When
that verdict is ‘“Not Guilty’” he becomes
white as the driven snow. Why? Not be-

cause a judge said so. Not because a panel
of judges said so. Not because some expert
in the science of the mind said so. But
because twelve men of his peers said so.

There has been no time in the history of
the world when anyone has admittedly at-
tacked human freedom. That just isn’t done.
It isn’t being done now. Other schemes are
used. They often have their origin in noble
motives. The effort to take the courts of
justice—the deciding of particular cases—
out of the hands of the popular will is in
effect an attack upon that freedom. If you
would preserve freedom, preserve the insti-
tution which administers freedom. If it is
the people’s liberty with which you are
concerned, keep that liberty in the hands of
the people.

Remember one thing more. No citizen
worthy of being a citizen will ever decline
jury service. O

1. Almost 40 years after Professor Sparks wrote, the
ignorance-of-the-masses argument against trial by jury is still
alive and well: “‘Commercial cases require a sophistication and
expertise that lay jurors generally don’t have.’” James D. Zirin,
““Courting Disaster,” Barron’s, March 13, 1995, p. 45. {Edi-
tor’s note]

2. John Heary Wigmore (1863—1943), professor and dean
at the Northwestern University School of Law, Chicago, and
an authority on the law of evidence.
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Greed and Gravity

by Dwight R. Lee

People have a tough time discussing self-
interest in a morally neutral way. While
morally charged arguments about self-
interest can be philosophically intriguing,
they are usually beside the point. Self-
interest, or greed as it is often called, is like
gravity: a pervasive force remarkably unaf-
fected by philosophical discussions of right
and wrong. When confronted with such a
force one should recall the Alcoholics Anon-
ymous prayer, ‘‘Lord, give me the courage
to change the things that can and ought to be
changed, the serenity to accept the things
that cannot be changed, and the wisdom to
know the difference.”” Discussions of self-
interest typically reflect little serenity and
even less wisdom.

Although self-interest does have its de-
fenders, its detractors are far more numer-
ous and influential. Self-interest is com-
monly seen as a negative characteristic that
people should try to overcome. In this view,
self-interest and greed are synonymous,
and the world would be a better place if
people discarded them as they would bad
habits. Some people distinguish between
greed (bad) and ‘‘enlightened self-interest’’
(good). But the person who applies the
adjective ‘‘enlightened’’ often does so to
champion action that he approves and which
commonly does more to promote his well-
being than that of those urged to take the
recommended action.

The defenders of self-interest base their
arguments on deeper philosophical insight
Dr. Lee, Ramsey Professor of Economics at the

University of Georgia, is this month’s guest
editor.

into human nature, and have made a strong
case for narrowly focused self-interest—
what most people would refer to as greed.
Those who defend narrow self-interest rec-
ognize that people are capable of malevo-
lence as well as benevolence when concern-
ing themselves with the interests of others.
And given the history of man’s inhumanity
to man, malevolence is probably a stronger
impulse than benevolence.

In Defense of Commerce

Indeed, the major advantage some eigh-
teenth-century writers saw in the emerging
market-based economy was that it moti-
vated people to substitute commercial ava-
rice (or greed) for more disruptive passions,
such as the lust for power and conquest.
This view was succinctly captured by Sam-
uel Johnson when he observed, ‘‘There are
few ways in which a man can be more
innocently employed than in getting mon-
ey.”’! In his famous 1748 treatise, Spirit of
the Laws, the French political philosopher
Montesquieu stated: ‘It is almost a general
rule that wherever manners are gentle there
is commerce; and wherever there is com-
merce, manners are gentle.”’> The Scottish
historian William Robertson wrote in 1769,
“Commerce tends to wear off those preju-
dices which maintain distinctions and ani-
mosity between nations. It softens and pol-
ishes the manners of men.”’* More recently,
even John Maynard Keynes saw virtue in
narrowly focused self-interest:

Dangerous human proclivities can be cana-
lized into comparatively harmless channels
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by the existence of opportunity for money-
making and private wealth, which if they
cannot be satisfied in this way, may find their
outlet in cruelty, the reckless pursuit of per-
sonal power and authority, and other forms of
self-aggrandizement. It is better that a man
should tyrannize over his bank balance than
over his fellow-citizens. . . .*

But the defenders of self-interest, and
their arguments, are not widely known.
Most people see the defenders of self-
interest as villainous characters. Certainly
popular entertainment promotes the view
that self-interest, particularly commercial
self-interest, is a corrupting influence in
society. According to one study, during the
1980s almost 90 percent of all business
characters on television were portrayed as
corrupted by greed.’

Politicians do the most to foster and
exploit the negative view of self-interest.
They constantly rant against the greed of
those who put their private interest above
the public interest. Invariably when a poli-
tician engages in such a diatribe, he is
rationalizing the failure of some public pol-
icy that he favors. Few things would do
more to discredit silly political statements
and derail pernicious public policies than to
recognize that self-interest is not good or
bad, it just is.

Imagine an aeronautical engineer who
kept designing airplanes that either never
got off the ground or crashed almost imme-
diately if they did. Consider our response to
such an engineer if she claimed that there
was nothing at all wrong with her engineer-
ing, and that her planes would fly just fine
if it weren’t for gravity. She would imme-
diately be dismissed as a raving lunatic. But
is her argument really any sillier than those
we hear from politicians and statist policy
wonks every day?

Recall the recent health-care debate.
Government policy has led to health-care
arrangements where most medical services
are paid for by third parties, with neither
patients nor physicians having much moti-
vation to take costs into consideration. The
predictable result has been escalating prices
for health-care services and, of necessity,

increasing health-insurance premiums. But
the constant refrain from the health-care
engineers in Washington is that the problem
is greed, not the collectivization of health-
care decisions. Indeed the recommendation
has been for more collectivization. The
recommended health-care system would
work just fine, with the finest care at the
lowest prices for all, if only physicians, drug
companies, and insurance companies
weren’t so greedy.

As government has grown larger, control-
ling an increasing share of the national
income, organized interests have predict-
ably devoted more effort to influencing gov-
ernment policy. The noble objectives that it
is easy to imagine being achieved by an
expansive government invariably fall victim
to perversities of interest-group politics. Yet
good-government types are convinced that
bigger government could be the source of
bigger benefits if only the greedy special
interests would quit putting their narrow
concerns ahead of the general welfare.
Greed is the problem, not the design of
government programs and policies. So all
that is needed is the right campaign reform
and lobbying restrictions to banish the cor-
rupting influence of greed from politics.

Other examples could be given of social
engineers blaming greed and self-interest
when their policies fail to achieve liftoff, but
the point is clear. The public would be well
served if politicians and policy makers be-
gan recognizing that self-interest is not good
or bad, but an unalterable fact of life. Until
they do, they will continue to design cum-
bersome and costly public policies that do
far more harm than good, and then blame
their failures on greed. O

1. James Boswell, The Life of Samuel Johnson (Middlesex,
England: Penguin Books, 1979), p. 177.

2. Quoted on p. 1464 of Albert O. Hirschman, ‘‘Rival
Interpretations of Market Society: Civilizing, Destructive,
or Feeble,”” Journal of Economic Literature, December 1982,
pp. 14631484,

3. Quoted in Albert O. Hirschman, The Passions and the
Interests: Political Arguments for Capitalism Before Its Tri-
umph (Princeton University Press, 1977), p. 61.

4. The General Theory of Employment, Interest and Money
(London: Macmillan, 1936), p. 374. Also quoted in Hirschman
(1977), op. cit., p. 134.

5. See page 146 of Robert Lichter, Linda Lichter, and
Stanley Rothman, Watching America (New York: Prentice
Hall, 1990).
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The Foundations of Political
Disarray: Lessons from

Professor Hayek

by Richard B. McKenzie

he late Friedrich Hayek, who spent his

career explaining why centrally di-
rected economies are bound to fail, started
one of his philosophical essays with a pro-
found Socratic maxim, ‘“[T]he recognition
of our ignorance is the beginning of wis-
dom.”’! The wisdom in those words was a
cornerstone of Professor Hayek’s classic
work, The Road to Serfdom, which, perhaps
more than any other volume, explains the
collapse of Communism.? In 1994, we cele-
brated the fiftieth anniversary of that book’s
publication.

As Professor Hayek elaborated, civiliza-
tion as we know it is founded on the use of
much more knowledge than any one indi-
vidual is aware of, or even can be aware of.
Most of what is done in civilized society
requires the employment of far more knowl-
edge than any single person could possibly
absorb. The trick (and marvel)'of civilized
order has been the coordination of the use of
total societal knowledge without any one
person knowing all there is to know, which
means without centralized direction.

Centralized direction of the economy in-

Dr. McKenzie is Professor of Management in the
Graduate School of Management at the Univer-
sity of California, Irvine, and an adjunct fellow
at the Center for the Study of American Business
in St. Louis.

variably means reliance on the limited
knowledge of those who give the directions.
“If we are to understand how society
works,”” the good professor added, ‘‘we
must attempt to define the general nature
and range of our ignorance concerning it.
Though we cannot see in the dark, we must
be able to trace the limits of the dark area’
(of what we don’t and cannot know).> The
limits are defined by our considerable but
restricted intelligence.

The content of the *‘dark area’’ is what the
multitude of other people will do with their
knowledge and how we and they will react
to one another in a succession of evolving
rounds of adjustments to our plans, given
what we learn as we proceed into the future.
If we could somehow know how all of the
adjustments would play out, it is unlikely
that the future would be nearly as complex
or prosperous as it would otherwise be,
simply because the future would then be
what we, with our limited knowledge, could
absorb and deduce, which, in the cosmic
scope of things, isn’t very much.

Politics and the
*‘Usual Approach”

Instead of acknowledging the vastness of
the ‘‘dark area,”” which can only be known
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F. A. Hayek, circa 1945

as people freely interact, too many modern
political leaders—the president and past
presidents included—start with a radically
different premise. They presume that, with
enough hard work and a sufficient number
of very bright colleagues, they can impose
their acquired wisdom on the rest of the
country to marvelous effect. They do not
understand that it is their own ‘‘constitu-
tional ignorance’’ (to use another of
Hayek’s epigrams) that forms the founda-
tion of political disarray.

We have been cursed with the types of
leaders Hayek had in mind when he wrote in
the 1950s about the misleading conse-
quences of the ‘‘usual approach,”” which
stresses how much people do in fact know,
not the far greater amount of what they don’t
know. The ‘‘usual approach’ often leads,
mistakenly, to the conclusion that the fun-
damental institutions of society were de-
liberately created and can, therefore, be
deliberately changed productively by ad-
ministrative pronouncements. The problem
is that most institutions became what they
are—more complex and sophisticated-—as
people were able to tap into the knowledge

held by more and more other people and
reacted to one another in a multitude of
unpredictable ways.

Activist politicians who reveal their po-
litical predispositions acknowledge that
government has worked poorly in the past
for the relief of social ills. Their solution:
extend the reach of government in virtually
all directions, into the management of in-
dustrial (technology) policy, the control
and direction of cyberspace and the elec-
tronic superhighway, and the administration
of international trade at the industry level.
At the same time, they intend to give de-
tailed direction on the ‘‘educational’’ con-
tent of children’s television programs, as
well as reform of the dreary performance
of the nation’s school system, from the
bureaucracies of Washington.

These programs are only a sample of the
thousand and one things politicians and
bureaucrats want to accomplish by taxing
the nonpoor and imposing extensive regu-
lations on employers. They don’t seem to
realize that their proposed guidance will not
be imposed on a system that is already
without direction. Their directives will sim-
ply replace—because of the taxes and man-
dates involved—the innumerable directives
given by others.

More pointedly, recent leaders and their
henchmen have rightfully and astutely sur-
mised that the new world economic order is
a highly sophisticated, complex, messy
place that will not be safe for those workers
who refuse to continually reinvent their
human skills. They have, however, taken it
upon themselves to be responsible (in words
at least) for the skills of all quarter billion
Americans. The current president has re-
peatedly claimed that what will distinguish
his administration from its predecessors is
that he will go to bed each night worrying
about solutions for the employment prob-
lems of all Americans. Now, understand-
ably, he wants to take credit for every job
created in the country (all five million of
them) since he took office. On his June 1994
trip to Europe, he extended his policy
sights, proposing to set aside tens of millions
of taxpayer dollars to make American tax-
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payers the engine for job creation in Eastern
Europe, most notably Poland.

‘“The More Men Know . . .”

Such policy claims and proposals should
be recognized for what they are, pure po-
litical balderdash, given that our sophisti-
cated, complex, and messy world imposes
strict limits on what any administration can
do to good effect. As Professor Hayek
notes, ‘‘The more men know, the smaller
the share of all that knowledge becomes that
any one mind can absorb. The more civi-
lized we become, the more relatively igno-
rant must each individual be of the facts on
which the workings of civilization depends.
The very division of knowledge increases
the necessary ignorance of the individual of
most of this knowledge.”’*

A number of years ago, the late Leonard
Read, founder and president of the Foun-
dation for Economic Education, wrote ‘I,
Pencil,” an article in which he observed
that, ironically, no one on earth knows how
to make a product as simple as a pencil.’ No
one knows enough—and cannot know
enough—to make all the components of a
pencil (or make all the components that go
into the equipment required to produce a
pencil). Yet, pencils are made by the tens of
millions, if not billions, annually.

Just think if Mr. Read were to rewrite his
article today using an ordinary computer as
his example. His central point would have
double the force, especially now that com-
puter components are made in various
places around the globe. Computers, as well
as a host of other products, are made no-
where; then again, they are made every-
where.

Nevertheless, the politics of good inten-
tions persists, aiming to end welfare as it has
been known, to orchestrate a foreign policy
that will cover the globe, to win the endless
war against drugs, to save the environment,
and to revitalize the nation’s metropolitan
police forces. And, last but hardly least, to
mount a hostile takeover of the nation’s
health-care system, another one-seventh of
the national economy.

Simply stated, it is humanly impossible
for any mortal—even the brightest leader
with the best of intentions and clearest of
visions—to know how to accomplish what
he has set as his agenda. There are not
enough hours in the day for one individual
to learn even the rudiments of what he needs
to know to press for a more centralized
course for the national economy without
serious, possibly debilitating, errors in pol-
icies.

[Tlhe knowledge which any individual
mind consciously manipulates is only a
small part of the knowledge which at
any one time contributes to the success
of his actions. When we reflect on how
much knowledge possessed by other peo-
ple is an essential condition for the suc-
cessful pursuit of our individual aims,
the magnitude of our ignorance of the
circumstances on which the results of our
action depend appears simply staggering.
Knowledge exists only as the knowledge
of individuals. It is not much more than a
metaphor to speak of knowledge of soci-
ety as a whole. The sum of knowledge of
all the individuals exists nowhere as an
integrated whole. The great problem is
how we can profit from this knowledge,
which exists only dispersed as the sepa-
rate, partial, and sometimes conflicting
beliefs of all men [emphasis added].®

Those fundamental points are applicable
to all mortals, independent of the shapes of
their offices. So it is that we see the exec-
utive branch thrashing about in virtual ad-
ministrative chaos, flitting from one policy
agenda to the next, setting and then revers-
ing one foreign policy strategy (and miscue)
after another, and always covering its efforts
in the rhetoric of what Hayek eloquently
tagged as the ‘‘pretense of knowledge”
about what Americans need and want.

Individual Differences

We have been led to believe that any new
expansive government agenda should be
imposed on the American people with pre-
cious little conflict, supposedly because
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people will all seek their common purpose.
However, as much as leaders would like to
simplify their planning and management
problem, and assume that people want and
need the same thing (supposedly, what is
decided by the political process in Wash-
ington), people are different! They have
different tastes and needs and are willing to
make different tradeoffs, facts that are be-
yond the purview of the people in power.
When so much is at stake—when govern-
ment becomes deeply involved in the divi-
sion of the income (or health-care) pie—we
should not be at all surprised that Washing-
ton begins to look and feel like, to use
economist Dwight Lee’s turn of words,
“malice in plunderland.””’

When the president sounds off about
needed reforms in the nation’s health-care
industry (or any other industry), I always
wonder just how much he really knows—
even can know—about what my daughter,
who lives in Six Mile, really wants in the
way of health care. I suspect that he does not
know where Six Mile is, much less the
details of the circumstances under which
she lives. He certainly knows little to noth-
ing about the trade-offs she is willing to
make.

Policymakers need to appreciate the fact
that their charted policy course jeopardizes
the country’s future economic prosperity
precisely because they seek, with unrelent-
ing pressure, to restrict our future to what
they can imagine it will be. They need to
acknowledge that successful social and eco-
nomic systems are not just created or re-
created or reinvented at the shake of a
presidential finger. If social and economic
systems were invented by political leaders,
the systems might not be messy, but they
would certainly be limited in sophistication
and complexity to that which the leaders and
their few advisers—who know little or noth-
ing about making pencils, or computers,

much less productive and efficient health-
care systems—could construct. And their
productivity would be somewhere between
dismal and nothing.

Contrary to widely held belief, the case
for giving power to private individuals
through markets (as distinct from giving
political power to their leaders) is not
founded on a disdain for ‘‘government’ per
se. Governments can do some very impor-
tant things right—if they restrict themselves
in the range of what they are allowed to do.
Rather, the case against government em-
powerment is grounded in the observed
limitations of the human mind to know, that
is, in our necessary individual ignorance.
The wealth of nations is dependent upon
our drawing on the limited intelligence of
the multitudes in the hinterlands, not just
the intelligence of the few leaders and their
supporting staffs in the country’s political
center. Markets are communication sys-
tems with prices being prime signals for
sending messages. The people doing the
communicating—each of whom knows
some things, but, at the same time, is
consumed in a sea of ignorance—are, how-
ever, able to coordinate their activities to
mutually beneficial and ever more complex
effect.

Recognition of that fact would be, as it
has always been, the cornerstone of wisdom
for our political leaders, the kind that the
venerable Professor Hayek would
recommend. ]
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Ideas and Consequences

by Lawrence W. Reed

The Power to Tax

wo-thirds of Americans think the cur-

rent federal income tax system is ‘‘un-
fair.”” A majority—51 percent—favor a
“‘complete overhaul’’ of the system. Former
IRS Commissioner Shirley Peterson has
said, ‘‘we should repeal the Internal Reve-
nue Code and start over.”

It’s not as though Americans weren’t
given fair warning. Guess who made these
remarkably radical statements about the
very idea of a federal income tax more than
one hundred years ago:

1. ““[It] is an abhorrent and calamitous
monstrosity. . . . It punishes everyone who
rises above the rank of mediocrity. The
fewer additional yokes put around the necks
of the people, the better.”

2. “‘[1t is] a vicious, inequitable, unpop-
ular, impolitic, and socialistic act. . . . the
most unreasoning and un-American move-
ment in the politics of the last quarter-
century.”’

3. ““[It] can only be collected by prying
into the private affairs of the people by
arbitrary methods hateful to the citizens of
the republic.”

Those were the words of the Washington
Post, the New York Times, and the Chicago
Tribune respectively, commenting in 1894
on the first income tax to be passed by

Lawrence W. Reed, economist and author, is
President of The Mackinac Center for Public
Policy, a free market research and educational
organization headquartered in Midland, Michi-
gan.

Congress. This vitriolic criticism was aimed
at a proposal that was to levy a mere 2
percent tax on income in excess of $4,000—
which would be at least $65,000 in today’s
dollars. Because of that large $4,000 exemp-
tion, 98 percent of Americans were com-
pletely exempt from income taxation. One
year later the Supreme Court ruled this tax
to be unconstitutional, and so ended Amer-
ica’s first peacetime experiment with an
income tax. It would take a constitutional
amendment—the 16th—to give Congress
the legal power to shackle us with an income
tax.

In 1909, when the 16th Amendment was
being debated, the New York Times criti-
cized it, saying, ‘“When men get in the habit
of helping themselves to the property of
others, they cannot be easily cured of it.”’
History has proven that prediction to be
correct, though I doubt that it bothers the
New York Times as much today as it did in
1909.

After the 16th Amendment was ratified,
an income tax was imposed starting in 1913
with rates ranging from 1 percent to 7
percent, and the top rate applying only to
incomes in excess of $500,000. By 1916 that
top rate had risen to 15 percent, on income
in excess of $2,000,000. The top rate ex-
ceeded 90 percent at its peak in the early
1950s.

The first 1040 form—instructions and
all—took up only four pages. Today, there
are some 4,000 pages of tax forms and
instructions. American workers and busi-
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nesses are forced to spend more than 5.4
billion man-hours every year figuring out
their taxes. Since those hours could be put
to a more productive use, and almost surely
would be in the absence of today’s incom-
prehensible tax code, the result is a large
dead-weight output loss of some $200 billion
each year.

Changes in the law keep all of us in a
constant state of confusion. Since the 1986
so-called ‘‘simplification”” of the tax code,
some 4,000 amendments have been worked
back into it. Changes have become so com-
monplace that on several occasions, Con-
gress has rewritten the law—in the words
of a past IRS commissioner—*‘before the
IRS even had time to reprogram its com-
puters from the previous tax reform.”

Interestingly, 60 percent of the members
of the House Ways and Means and Senate
Finance Committees do not prepare their
own returns. When Lloyd Bentsen was
writing our tax laws as chairman of the
Senate Finance Committee a few years ago,
he admitted that he personally used a pro-
fessional tax preparer because ‘‘my return
is a complicated one.”’

The IRS now has more enforcement per-
sonnel than the EPA, BATF, OSHA, FDA,
and DEA combined. With its 115,000-man
workforce, it has the power to search the
property and financial documents of Amer-
ican citizens without a search warrant and to
seize property from American citizens with-
out a trial. It routinely does both.

Economist James L. Payne has written
a most revealing analysis of the IRS, a 1993
book entitled Costly Returns. He gives us
this stunning revelation: the total cost to
collect our federal taxes, including the ef-

fects on the economy as a whole, adds up to
an amazing 65 percent of all the tax dollars
received annually. The U.S. tax system,
says Payne, has produced hundreds of thou-
sands of victims of erroneous IRS penalties,
liens, levies, and tax advice. In answering
taxpayer questions, for example, the IRS
telephone information service has in previ-
ous years given about one-third of all call-
ers—as many as 8.5 million Americans—the
wrong answers to their questions.

A 1987 General Accounting Office study
found that 47 percent of a random sample of
IRS correspondence—including demands
for payments—contained errors. Incredi-
bly, a GAO audit of the IRS in 1993 found
widespread evidence of financial malfea-
sance and gross negligence at the agency.
The IRS could not account for 64 percent of
its congressional appropriation!

With all this history of taxes and abuse of
the taxing power behind us, proposals for
much-needed, radical change are in the air.
The flat rate income tax is one. A national
sales tax is another. Americans will soon be
debating both. Advocates of liberty ought to
work to make sure that the case for much
smaller government figures into that debate.

The forthcoming national debate about
how the federal government taxes American
citizens will provide a fruitful educational
opportunity which proponents of liberty
should employ to the fullest. We should use
it to remind our fellow citizens of the evils
of taxation and the tyranny of the bureau-
cracies that administer them. America’s
experience with the federal income tax con-
firms the prophetic wisdom of John Marshall
almost two centuries ago: ‘“The power to tax
involves the power to destroy.” |
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Fractional
Reserve

Banking

by Murray N. Rothbard

We have already described one part of
the contemporary flight from sound,
free market money to statized and inflated
money: the abolition of the gold standard by
Franklin Roosevelt in 1933, and the substi-
tution of fiat paper tickets by the Federal
Reserve as our ‘‘monetary standard.”” An-
other crucial part of this process was the
federal cartelization of the nation’s banks
through the creation of the Federal Reserve
System in 1913.

Bankingis a particularly arcane part of the
economic system; one of the problems is
that the word “‘bank’’ covers many different
activities, with very different implications.
During the Renaissance era, the Medicis in
Italy and the Fuggers in Germany, were
““bankers’’; their banking, however, was
not only private but also began at least as a
legitimate, non-inflationary, and highly pro-
ductive activity. Essentially, these were
‘“‘merchant-bankers,’” who started as prom-
inent merchants. In the course of their trade,
the merchants began to extend credit to their
customers, and in the case of these great
banking families, the credit or ‘‘banking’’

Murray N. Rothbard (1926-1995) was the S.J.
Hall Distinguished Professor of Economics at
the University of Nevada, Las Vegas, and Aca-
demic Vice President of the Ludwig von Mises
Institute. This is the second in Professor Roth-
bard’s series of articles on money. Part 3 will
appear in the November issue of The Freeman.

part of their operations eventually over-
shadowed their mercantile activities. These
firms lent money out of their own profits and
savings, and earned interest from the loans.
Hence, they were channels for the produc-
tive investment of their own savings.

To the extent that banks lend their own
savings, or mobilize the savings of others,
their activities are productive and unexcep-
tionable. Even in our current commercial
banking system, if I buy a $10,000 CD
(‘‘certificate of deposit’’) redeemable in six
months, earning a certain fixed interest
return, I am taking my savings and lending
it to a bank, which in turn lends it out at a
higher interest rate, the differential being the
bank’s earnings for the function of channel-
ing savings into the hands of credit-worthy
or productive borrowers. There is no prob-
lem with this process.

The same is even true of the great “‘in-
vestment banking’’ houses, which devel-
oped as industrial capitalism flowered in the
nineteenth century. Investment bankers
would take their own capital, or capital
invested or loaned by others, to underwrite
corporations gathering capital by selling
securities to stockholders and creditors.
The problem with the investment bankers is
that one of their major fields of investment
was the underwriting of government bonds,
which plunged them hip-deep into politics,
giving them a powerful incentive for pres-
suring and manipulating governments, so
that taxes would be levied to pay off their
and their clients’ government bonds.
Hence, the powerful and baleful political
influence of investment bankers in the nine-
teenth and twentieth centuries: in particu-
lar, the Rothschilds in Western Europe, and
Jay Cooke and the House of Morgan in the
United States.

By the late nineteenth century, the Mor-
gans took the lead in trying to pressure the
U.S. government to cartelize industries they
were interested in—first railroads and then
manufacturing: to protect these industries
from the winds of free competition, and to
use the power of government to enable these
industries to restrict production and raise
prices.
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In particular, the investment bankers
acted as a ginger group to work for the
cartelization of commercial banks. To some
extent, commercial bankers lend out their
own capital and money acquired by CDs.
But most commercial banking is ‘‘deposit
banking’’ based on a gigantic scam: the idea,
which most depositors believe, that their
money is down at the bank, ready to be
redeemed in cash at any time, If Jim has a
checking account of $1,000 at a local bank,
Jim knows that this is a “‘demand deposit,”’
that is, that the bank pledges to pay him
$1,000 in cash, on demand, anytime he
wishes to ‘‘get his money out.”’ Naturally,
the Jims of this world are convinced that
their money is safely there, in the bank, for
them to take out at any time. Hence, they
think of their checking account as equiva-
lent to a warehouse receipt. If they put a
chair in a warehouse before going on a trip,
they expect to get the chair back whenever
they present the receipt. Unfortunately,
while banks depend on the warehouse anal-
ogy, the depositors are systematically de-
luded. Their money ain’t there.

An honest warehouse makes sure that the
goods entrusted to its care are there, in its
storeroom or vault. But banks operate very
differently, at least since the days of such
deposit banks as the Banks of Amsterdam
and Hamburg in the seventeenth century,
which indeed acted as warehouses and
backed all of their receipts fully by the assets
deposited, e.g., gold and silver. This honest
deposit or ‘‘giro”’ banking is called ‘“100
percent reserve’’ banking. Ever since,
banks have habitually created warehouse
receipts (originally bank notes and now
deposits) out of thin air. Essentially, they
are counterfeiters of fake warehouse-
receipts to cash or standard money, which
circulate as if they were genuine, fully-
backed notes or checking accounts. Banks
make money by literally creating money out
of thin air, nowadays exclusively deposits
rather than bank notes. This sort of swin-
dling or counterfeiting is dignified by the
term ‘‘fractional-reserve banking,’’ which
means that bank deposits are backed by only
a small fraction of the cash they promise to

have at hand and redeem. (Right now, in the
United States, this minimum fraction is
fixed by the Federal Reserve System at 10
percent.)

Fractional Reserve Banking

Let’s see how the fractional reserve pro-
cess works, in the absence of a central bank.
I set up a Rothbard Bank, and invest $1,000
of cash (whether gold or government paper
does not matter here). Then I ‘‘lend out™
$10,000 to someone, either for consumer
spending or to invest in his business. How
can] “‘lend out’’ far more than I have? Ahh,
that’s the magic of the ‘‘fraction’ in the
fractional reserve. I simply open up a check-
ing account of $10,000 which I am happy to
lend to Mr. Jones. Why does Jones borrow
from me? Well, for one thing, I can charge
a lower rate of interest than savers would. 1
don’t have to save up the money myself, but
simply can counterfeit it out of thin air. (In
the nineteenth century, I would have been
able to issue bank notes, but the Federal
Reserve now monopolizes note issues.)
Since demand deposits at the Rothbard
Bank function as equivalent to cash, the
nation’s money supply has just, by magic,
increased by $10,000. The inflationary,
counterfeiting process is under way.

The nineteenth-century English econo-
mist Thomas Tooke correctly stated that
‘‘free trade in banking is tantamount to free
trade in swindling.’” But under freedom, and
without government support, there are
some severe hitches in this counterfeiting
process, or in what has been termed “‘free
banking.”’ First: why should anyone trust
me? Why should anyone accept the check-
ing deposits of the Rothbard Bank? But
second, even if 1 were trusted, and I were
able to con my way into the trust of the
gullible, there is another severe problem,
caused by the fact that the banking system
is competitive, with free entry into the field.
After all, the Rothbard Bank is limited in its
clientele. After Jones borrows checking de-
posits from me, he is going to spend it. Why
else pay money for a loan? Sooner or later,
the money he spends, whether for a vaca-
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tion, or for expanding his business, will be
spent on the goods or services of clients of
some other bank, say the Rockwell Bank.
The Rockwell Bank is not particularly in-
terested in holding checking accounts on my
bank; it wants reserves so that it can pyra-
mid its own counterfeiting on top of cash
reserves. And so if, to make the case simple,
the Rockwell Bank gets a $10,000 check on
the Rothbard Bank, it is going to demand
cash so that it can do some inflationary
counterfeit-pyramiding of its own. But, I, of
course, can’t pay the $10,000, so I'm fin-
ished. Bankrupt. Found out. By rights, I
should be in jail as an embezzler, but at least
my phoney checking deposits and I are out
of the game, and out of the money supply.
Hence, under free competition, and with-
out government support and enforcement,
there will only be limited scope for fraction-
al-reserve counterfeiting. Banks could form
cartels to prop each other up, but generally
cartels on the market don’t work well with-
out government enforcement, without the
government cracking down on competitors
who insist on busting the cartel, in this case,
forcing competing banks to pay up.

Central Banking

Hence the drive by the bankers them-
selves to get the government to cartelize
their industry by means of a central bank.
Central Banking began with the Bank of
England in the 1690s, spread to the rest of
the Western world in the eighteenth and
nineteenth centuries, and finally was im-
posed upon the United States by banking
cartelists via the Federal Reserve System of
1913. Particularly enthusiastic about the
Central Bank were the investment bankers,
such as the Morgans, who pioneered the
cartel idea, and who by this time had ex-
panded into commercial banking.

In modern central banking, the Central
Bank is granted the monopoly of the issue of
bank notes (originally written or printed
warehouse receipts as opposed to the intan-
gible receipts of bank deposits), which are
now identical to the government’s paper
money and therefore the monetary ‘‘stan-

dard”’ in the country. People want to use
physical cash as well as bank deposits. If,
therefore, I wish to redeem $1,000 in cash
from my checking bank, the bank has to go
to the Federal Reserve, and draw down its
own checking account with the Fed, *‘buy-
ing’’ $1,000 of Federal Reserve Notes (the
cash in the United States today) from the
Fed. The Fed, in other words, acts as a
bankers’ bank. Banks keep checking depos-
its at the Fed and these deposits constitute
their reserves, on which they can and do
pyramid ten times the amount in checkbook
money.

Here’s how the counterfeiting process
works in today’s world. Let’s say that the
Federal Reserve, as usual, decides that it
wants to expand (i.e., inflate) the money
supply. The Federal Reserve decides to go
into the market (called the ‘‘open market’’)
and purchase an asset. It doesn’t really
matter what asset it buys; the important
point is that it writes out a check. The Fed
could, if it wanted to, buy any asset it
wished, including corporate stocks, build-
ings, or foreign currency. In practice, it
almost always buys U.S. government secu-
rities.

Let’s assume that the Fed buys
$10,000,000 of U.S. Treasury bills from
some ‘‘approved’’ government bond dealer
(a small group), say Shearson, Lehman on
Wall Street. The Fed writes out a check for
$10,000,000, which it gives to Shearson,
Lehman in exchange for $10,000,000in U.S.
securities. Where does the Fed get the
$10,000,000 to pay Shearson, Lehman? It
creates the money out of thin air. Shearson,
Lehman can do only one thing with the
check: deposit it in its checking account at
a commercial bank, say Chase Manhattan.
The ‘‘money supply”’ of the country has
already increased by $10,000,000; no one
else’s checking account has decreased at all.
There has been a net increase of $10,000,000.

But this is only the beginning of the
inflationary, counterfeiting process. For
Chase Manhattan is delighted to get a check
on the Fed, and rushes down to deposit it in
its own checking account at the Fed, which
now increases by $10,000,000. But this
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checking account constitutes the ‘‘re-
serves’’ of the banks, which have now
increased across the nation by $10,000,000.
But this means that Chase Manhattan can
create deposits based on these reserves, and
that, as checks and reserves seep out to
other banks (much as the Rothbard Bank
deposits did), each one can add its inflation-
ary mite, until the banking system as a whole
has increased its demand deposits by
$100,000,000, ten times the original pur-
chase of assets by the Fed. The banking
system is allowed to keep reserves amount-
ing to 10 percent of its deposits, which
means that the ‘‘money multiplier’’—the
amount of deposits the banks can expand on
top of reserves—is 10. A purchase of assets
of $10 million by the Fed has generated very
quickly a tenfold, $100,000,000 increase in
the money supply of the banking system as
a whole.

Interestingly, all economists agree on the
mechanics of this process even though they
of course disagree sharply on the moral or
economic evaluation of that process. But
unfortunately, the general public, not in-
ducted into the mysteries of banking, still
persists in thinking that their money remains
“‘in the bank.”’

Thus, the Federal Reserve and other cen-
tral banking systems act as giant govern-
ment creators and enforcers of a banking
cartel; the Fed bails out banks in trouble,

* and it centralizes and coordinates the bank-

ing system so that all the banks, whether the
Chase Manhattan, or the Rothbard or Rock-
well banks, can inflate together. Under free
banking, one bank expanding beyond its
fellows was in danger of imminent bank-
ruptcy. Now, under the Fed, all banks can
expand together and proportionately.

“Deposit Insurance’’

But even with the backing of the Fed,
fractional reserve banking proved shaky,
and so the New Deal, in 1933, added the lie
of ‘“‘bank deposit insurance,”” using the
benign word ‘‘insurance’’ to mask an arrant
hoax. When the savings and loan system
went down the tubes in the late 1980s, the

““deposit insurance’’ of the federal FSLIC
[Federal Savings and Loan Insurance Cor-
poration] was unmasked as sheer fraud. The
“insurance’” was simply the smoke-and-
mirrors term for the unbacked name of the
federal government. The poor taxpayers
finally bailed out the S&Ls, but now we are
left with the formerly sainted FDIC [Federal
Deposit Insurance Corporation], for com-
mercial banks, which is now increasingly
seen to be shaky, since the FDIC itself has
less than one percent of the huge number of
deposits it ‘‘insures.”’

The very idea of ‘‘deposit insurance’ is a
swindle; how does one insure an institution
(fractional reserve banking) that is inher-
ently insolvent, and which will fall apart
whenever the public finally understands the
swindle? Suppose that, tomorrow, the
American public suddenly became aware of
the banking swindle, and went to the banks
tomorrow morning, and, in unison, de-
manded cash. What would happen? The
banks would be instantly insolvent, since
they could only muster 10 percent of the
cash they owe their befuddled customers.
Neither would the enormous tax increase
needed to bail everyone out be at all palat-
able. No: the only thing the Fed could do,
and this would be in their power, would be
to print enough money to pay off all the bank
depositors. Unfortunately, in the present
state of the banking system, the result would
be an immediate plunge into the horrors of
hyperinflation.

Let us suppose that total insured bank
deposits are $1,600 billion. Technically, in
the case of a run on the banks, the Fed could
exercise emergency powers and print $1,600
billion in cash to give to the FDIC to pay off
the bank depositors. The problem is that,
emboldened at this massive bailout, the
depositors would promptly redeposit the
new $1,600 billion into the banks, increasing
the total bank reserves by $1,600 billion,
thus permitting an immediate expansion of
the money supply by the banks by tenfold,
increasing the total stock of bank money by
$16 trillion. Runaway inflation and total
destruction of the currency would quickly
follow. O
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Reforming Politics in the Age of
Leviathan: A Skeptical View

by Michael DeBow

he reform of campaign finance and lob-

bying is a perennial subject for Ameri-
cans, particularly those of the ‘‘good gov-
ernment’’ persuasion. The reformers’
conventional wisdom on these issues la-
ments the fact that American politicians
solicit, and receive, large amounts of cam-
paign contributions from individuals and
organizations with vital interests at stake in
the political arena. In the conventional wis-
dom, money is the root of almost all political
evil. Most importantly, bad public policies
are supported by Congressmen as a payback
to their contributors. This baleful result is
traced particularly to the activities of polit-
ical action committees, or PACs.

The Conventional Wisdom
Misses the Real Problem

The reformers apparently think that,
without the ‘‘corrupting’’ influence of cam-
paign contributions and other lobbying ef-
forts, Congress would make ‘‘better’’ deci-
sions. This position is, in turn, based on an
assumption that there is a correct answer to
any given public policy question, and that
this answer would be rather easily identified
and implemented by a Congress freed of

Michael DeBow is a professor of law at the
Cumberland Law School of Samford University,
in Birmingham, Alabama.

the corrupting influences of money and,
thereby, acting ‘‘responsibly.”’

This is a delusion.

In virtually every instance, there is no
“‘correct”” answer to a public policy ques-
tion waiting to be discovered by well-
meaning officeholders. Exceptions to this
rule may well exist in times of war and other
national emergencies, but in peacetime
there are no clear ‘‘answers’’ to most of the
questions that government is increasingly
called upon to answer.

To see that this is so, consider the related
issues of government spending and taxing.
While 90 percent or more of Americans
might ‘‘agree’’ that the deficit should be
lowered—or at least not increased--they
will not agree on how such a state of affairs
is to be reached. Should the rate of increase
in Social Security benefits be reduced?
Should appropriations to Aid to Families
with Dependent Children, or National Pub-
lic Radio, or farm price supports be cut—
and if so, by how much? To state the
problem is to answer it; there is no ‘“‘an-
swer.’’ The political process will, of course,
generate some sort of answer, but there is
absolutely no reason to believe that any
answer adopted by Congress is ‘‘the’’ an-
swer.

In seeking to change campaign finance
and lobbying methods, reformers are focus-
ing on a symptom of the problem—spending
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to influence government decisionmaking—
rather than on the real problem—the vast
size and scope of American government.

For roughly the last 60 years, the size and
scope of the national government have
steadily increased, along with tax rates and
the reach of government regulation into
many areas of our lives. As aresult, the idea
that there are, or should be, any limits on
the powers of the government has largely
passed from the contemporary scene. This
is particularly true with respect to the fed-
eral government and to the regulation of
economic activity. Not only do we not have
a national government of enumerated pow-
ers as envisioned by the Founders, we have
a national government of such unlimited
scope that it would be very difficult to agree
on an enumeration of powers that it does not
have.

Do you doubt it? Reflect on the fact that
in the recent debate over health care, no
serious attention was paid to the question
whether the federal government has the
authority to regulate this area of our lives.
Instead, arguments focused on whether
such regulation would lead to beneficial
results.

In short, Americans have, consciously or
unconsciously, rejected the concept of lim-
ited government. In its place, we now have
Leviathan.! The growth of Leviathan trig-
gered a parallel growth in the efforts of
private interests to extract favorable treat-
ment from the government. Given the size
of government and the virtually unlimited
scope of its powers, private interests—
businesses, unions, ideological groups, re-
tirees, and so on and on—face tremendous
incentives to become active in the political
sphere in order to pursue governmentally-
conferred benefits and to oppose like efforts
put forth by others. From society’s view-
point, all this activity is a waste of re-
sources.

Moreover, the problem of private interest
capture of government power is only one
problem aggravated by the growth of gov-
ernment power. The other major problem is
that massive government power is subject to
massive mistakes and miscalculations even

in the absence of private-interest manipula-
tion or, indeed, in the absence of any cor-
ruption at all.? Platonic Guardians can make
mistakes, too, and given all that we ask them
to do today, we’d be better off with a smaller
government than with our current govern-
ment even if it were staffed with public-
spirited experts.

In short, any attempt to reform politics
that does not include a serious effort at
downsizing government is doomed to impo-
tence.

Campaign Finance Reform
Is Not Likely to Produce
Positive Results

If you accept my argument thus far, you
may still think campaign finance and lobby-
ing reform could do no harm—even if it is
likely to have little or no positive effect,
given the size and scope of government.
Shouldn’t we at least try to reform politics,
even if we recognize that the real source of
our problems is the virtually unlimited scope
of government power?

Maybe not. There are several good rea-
sons to reject the view that increased regu-
lation of campaign spending and fundrais-
ing, and interest-group lobbying would
improve the political process.

First, attempting to limit the effectiveness
of political interest groups by regulating
campaign finance and lobbying would raise
severe First Amendment questions.?
Bluntly put, the First Amendment was de-
signed to protect the kinds of activities that
the good-government crowd seeks to cur-
tail. Given the current state of First Amend-
ment case law, any serious attempt to reg-
ulate in these areas may very well be struck
down by the courts.

Professor Lillian Be Vier of the University
of Virginia Law School has argued that First
Amendment protection of this kind of
‘‘speech” is in fact in the broad public
interest.

““‘Special interest’’ groups, and political
action committees that they form, are a
means of overcoming the collective action
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problems that [the rational ignorance of
most voters] engenders. Because they
serve this function, special interest
groups may arguably be regarded as be-
nign if not indispensable players in the
democratic process. With respect at least
to their own particular interests, such
groups have the significant potential ef-
fectively to monitor legislative behavior
and thus to reduce legislative shirking.
They convey information to otherwise
uninformed and powerless group mem-
bers about legislative activity and in turn
funnel information from the group back to
the legislature. Under this view, special
interest groups deserve the protection of
the First Amendment’s freedom of asso-
ciation because of the indispensable role
they play in monitoring elected officials.?

Put another way, there is simply too much
at stake for politics to be conducted without
efforts by ‘‘outsiders’’ (that is, the gov-
erned) to influence the process, and it is a
good thing that the First Amendment casé
law recognizes this fact.

Second, interest groups ‘‘have a number
of close substitutes to direct contributions—
lobbying, voter mobilization efforts, ‘soft
money’ donations, and so on.””® Any at-
tempt to regulate independent efforts to
advance a particular candidate or espouse a
particular viewpoint on a contested issue
would be even more vulnerable to First
Amendment attack than limits on direct
campaign contributions. Thus, interest
groups would likely be able to live with and
work around, at least to some extent, any
new restrictions that did survive First
Amendment scrutiny.

Third, it stands to reason that from time to
time interest groups will inadvertently rep-
resent the interests of most of the general
public even as they represent their own
private interests. For example, the interest
groups that fought the Clinton Administra-
tion’s health-care proposals represented the
interests of the general public at the same
time they represented their own private
interests. When President Clinton pro-
claimed that it was his health-care reform

against the special interests, most Ameri-
cans should have cheered for the special
interests—which prevailed, in the end. With
a government as powerful and intrusive as
ours, we should not be too quick to blunt the
effectiveness of interest groups who will
oppose further accretions of government
power. Since almost any given interest
group may, on a particular issue, oppose the
expansion of government, this point covers
a lot of territory.

Fourth, if current efforts at campaign
finance and lobbying reform succeed and
have a real effect on the ability of interest
groups to influence politicians via legal cam-
paign contributions and so on, this would
likely increase the amount of under-the-
table bribes and payoffs to politicians. Sim-
ply put, ‘‘meaningful’’ reform would shift a
portion of the market for influence under-
ground.® This is simply a result of the fact
that government’s authority is so great that
there will be competition, legal and illegal,
for influence over it.

Finally, the conventional wisdom about
campaign spending/fundraising may very
well be wrong. For example, the line of
causation in campaign contributions is often
cloudy. Does Interest Group X contribute
to Congressman Y because he agrees with
them, or does Y agree with them only
(largely?) to gain their contributions? More-
over, recent research presents a strong chal-
lenge to the conventional wisdom on cam-
paign finance reform. This research brings
into doubt the reformers’ claims that (1) the
incumbents’ financial edge over challengers
is critically important, and (2) PAC contri-
butions have a substantial effect on the
political system.” As Harvard economist
Steven Levitt put it, ‘‘the substantial
amount of energy devoted to the topic by the
public, the media, and politicians might be
more productively channeled towards other
issues.”’® While this research will be sub-
jected to further testing and debate, it cur-
rently stands as an important reason to hold
off on any major attempt to rewrite cam-
paign finance law, at least pending the out-
come of further research.

In summary, any effort to reform the
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practice of seeking political influence with-
out first reducing the size and power of
government is not likely to have a significant
positive effect, and may well infringe the
First Amendment and other widely held
values. O
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Why Is It Nature versus People?

by Tibor R. Machan

he environmentalist lobby in Washing-

ton is working overtime these days
moaning over the prospect of reduced-
budgets and rolled-back regulation.

Don’t get me wrong. I do not dismiss
everything scary coming from ecologists.
Human beings can be reckless and destruc-
tive, although I doubt our worry should be
about the environment instead of ourselves.
After all we can flourish only if there are no
great disasters, whether of our own making
or through climatic happenstance.

What makes me doubt the complete san-
ity of many environmentalists is their con-
stant insistence on reading human life out of
the rest of nature. As if we were not natural
and did not belong with the rest of the
world—indeed, as if we had been dumped
into reality by some runaway garbage truck
disposing of unnatural trash.

Dr. Machan teaches philosophy at Auburn Uni-
versity, Alabama.

The plain fact is that we are every bit as
natural as are ants, snail darters, spotted
owls, or wetlands. We are the crown of
creation, the highest level of nature attained
in the known universe. What’s more, this
means that housing developments, too, are
part of nature. As are high-rise buildings,
bridges, disposable diapers, and even nu-
clear waste.

Part of the rhetoric that gives environ-
mentalists the apparent moral high ground
concerns the supposed conflict between the
sacrosanct natural versus the lowly artifi-
cial, technological, and ‘‘man-made.’”’ I am
sure we all have heard instances of this
blather, as when some program on the
Discovery channel proclaims that some part
of nature has been undermined by, you
guessed it, “MAN"’!

Yet, consider this: when a zebra is de-
stroyed by a lion, it isn’t depicted as the sad
demise of some natural thing at the hands
of an alien, unnatural force. When hurri-
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canes, volcanoes, typhoons, or tornadoes
wreak havoc across the globe, these are
accepted as natural events, to be lamented
as only minor disturbances, not ecological
disasters. Oh, once in a while even these are
traced in some incomprehensible, remote
fashion to alleged human misconduct. (But
just how that is conceived by the finger-
wagging environmentalist crowd is rather
bizarre. Most of those scientific types don’t
really believe in freedom of the will, in the
capacity of human beings to make real
choices! So how then can they blame us for
anything?)

In fact we are every bit as much a part of
nature as those wetlands the environmen-
talists wish to protect from us. Why don’t
they go out to protect other parts of nature
from, say, termites or floods? Why they are
unwilling to read out of this world every-
thing else that changes the surrounding
environment is one of those puzzles these
folks simply refuse to address.

What makes sense is that human beings
are a different natural phenomenon from,
say, volcanoes and foxes, to name just two
natural beings that cause some destruction
here and there in the universe. But remem-
ber, birds are different from fish, and fish are

different from rocks, and so forth and so
forth. The fact that human beings manifest
even radical differences is by no means
unprecedented. Nature repeatedly keeps in-
troducing such variations, nothing strange
about that any more.

But no. The environmentalist crowd
keeps treating the novelty that we are as
freakish, alien, undesirable. Housing devel-
opments are not natural, nor are freeways,
parking lots, or dams. Why? Well, there is
no answer given to that question because the
ideais obviously nutty. What a natural being
does is by definition natural. It happens that
doing wrong is new—other beings do not
do the wrong thing, that’s reserved to hu-
man nature. But it’s natural, too. It is our
task to avoid doing wrong, to keep doing
right, but the problem is not between natural
versus non-natural or anti-natural.

The whole rhetoric of environmentalism
needs to be recast into terms that make
better sense. Let’s not exclude human life
from the realm of nature. Then we can ask
whether it is the right thing for us to build
houses, bridges, dams, parking lots, or nu-
clear power generators. Those are real is-
sues. The nature versus human beings story
is a phony one, through and through. []
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No-Brainer

by Russell Madden

n a recent issue of TV Guide the actor

LeVar Burton was quoted as saying that,
*“The attack on PBS by the new Congress is
a no-brainer. Anyone who opposes funding
for PBS and does anything to discourage
kids’ programming should have their [sic]
head examined.”” He went on to say that
“(It’s] the only commercial-free environ-
ment where parents can be assured that
children will be introduced to their ABCs
without someone trying to sell them some-
thing.”’

Mr. Burton, of course, has a vested in-
terest in PBS: he is the host of ‘‘Reading
Rainbow.’” This show introduces young
readers to children’s books in the frame-
work of mini-documentaries on various his-
torical and cultural topics. I've enjoyed
watching the program myself on occasion. 1
know of few who would disagree that the
show is both fun and educational.

Mr. Burton’s comments and criticisms,
however, reveal some common issues—and
common errors—raised by nearly all de-
fenders of the status quo in governmental
funding. This includes questions regarding
not only PBS, the National Endowment for
the Arts (NEA), and school lunch programs,
but every governmental bureau, depart-
ment, and office delivering goods and ser-
vices to the American people. Whether it’s
providing welfare, home or student loans,
farming and business subsidies, or regulat-
ing the nature and supply of drugs and health

Mr. Madden is an instructor in communication at
Mt. Mercy College in Cedar Rapids, Iowa.

care, the same fundamental mistake propels
them all. By advancing the type of argument
he does, Mr. Burton not only muddies the
discussion regarding spending cuts but in-
directly teaches children a damaging moral
lesson they are ill-equipped to resist.

The easiest part of his complaint to ad-
dress is his concern about maintaining ‘the
only commercial-free environment’’ for
children to learn the alphabet. L.eaving aside
his implicit and unwarranted attack on the
role and influence of business in our society,
I think it’s reasonably safe to say that many
preschoolers still learn their ABCs at nurs-
ery school or at home. I would hope that
parents in this country have not yet entirely
abrogated their responsibility and handed
over the minds of their children to the tender
mercies of the tube. Pace Mr. Burton, but
most parents are quite capable of pushing in
an off-button and sitting down with their
offspring as they struggle with the intricacies
of memorizing the alphabet.

Giving Mr. Burton the benefit of the
doubt, we can assume that his anger reflects
not an amazing arrogance when he suggests
that opponents of federal PBS funding
“‘should have their head examined” but
arises from a genuine concern for the con-
tinuation of a worthwhile good. Here we
come to the crux of the problem for all of
those well-intentioned people who oppose
slashing federal, state, and local programs.
While there are those who engage in such
heated rhetoric because they fear a lessen-
ing of their power or the outright loss of their
jobs (as reflected in the title of an old book
by Shirley Scheil, Poverty Is Where the
Money Is), many people are sincere in their
objections.

Unfortunately, supporters of govern-
ment-funded television forget (or never rec-
ognized) that the real issue is not whether
the shows on PBS are worthwhile. Few
individuals would disagree, for example,
that city parks, public libraries, good health
care, or any number of other things are of
value (at least to someone).

Critics of government spending waste
their time debating the relative merits of this
program or that; of defending their desire for

633
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cuts by stating that they aren’t really cutting
total dollar amounts but only the rate of
increase; or by promising that few people
will suffer over the long run. Many of the
points made by proponents of government
spending are true: concerts and plays are
wonderful to attend; Medicare and Social
Security provide financial support to many
who would experience hard times without
them; parks are wonderful places for a
relaxing picnic or hike. I've seen evidence to
support all those claims and more.

Yet in this issue the mere desirability of a
particular good or service is totally irrele-
vant.

The End Never
Justifies the Means

What is at stake now and always in any
discussion of what programs should be man-
aged by government is the principle of
voluntary choice and action. It is this guide-
line which determines the proper scope of
government on any level. Those who cham-
pion choice must answer the charges of their
opponents that they are mean-spirited, cal-
lous, and heartless with a simple moral
declaration that rests at the heart of any
valid ethical system: The end never justifies
the means.

Whether an individual desires a new car,
fully funded health care, or an expanding
space program, a person is never justified
in obtaining such values except through
mutually voluntary choice and action. The
initiation of force is always wrong. Period.

People should not be coerced to hand over
a part of their wealth, time, and effort—that
is, they should not be forced to surrender
even a tiny portion of their lives—in order to
satisfy the needs, wants, and desires of
anyone else, whether that person acts for
himself directly as a private individual or
indirectly in the guise of government on
behalf of himself and/or anonymous others.

Need is not a claim on wealth.

Apparently proponents of government
spending think otherwise. Rather than try to

persuade people to pay voluntarily for such
worthwhile goods as ‘‘Reading Rainbow,”’
day care facilities, or college educations,
they apparently prefer the more ‘“‘expedi-
ent’’ route of pointing the figurative gun of
governmental power at our heads and rifling
our pockets while our hands are in the air.
Yet no one has the right to steal even one
minute of someone else’s life, to make
anyone even a part-time slave.

Unfortunately, the existence of such a
“right”’ is precisely what our children are
learning in today’s society: that if you sin-
cerely want or need something and would
have a diminished lifestyle without that
value, thenit is perfectly acceptable to force
other people to give it to you regardless of
what those others want. Given such a ‘‘mo-
rality,”” it is small wonder we see private
criminals committing their offenses with
little or no remorse as they emulate the
implicit lessons of their cultural and political
leaders.

It is ironic that these same leaders decry
the mounting levels of violence in our soci-
ety. They point denouncing fingers at mov-
ies and television and talk shows as the
initiating culprits without ever realizing
their own roles in morally sanctioning and
promoting the very abuses against law and
order they abhor.

It is even more ironic—and sad—that
most of those who find themselves victims
of private crime clamor for the government
to commit on their own behalf the same kind
of criminal behavior against otherwise law-
abiding citizens. In such a topsy-turvy
world, everyone becomes a slave to every-
one else without ever recognizing his own
culpability or the invisible shackles which
bind him.

Perhaps someday people will cease to
argue about the importance of this ‘‘entitle-
ment’’ or that one and focus once more upon
the principle that should guide them in
deciding how to act in any aspect of public
(or private) life: the end never justifies the
means.

That idea should be a no-brainer. O



A Matter of Principle

by Robert James Bidinotto

Marketing
Individualism

am sometimes asked: How can one

‘“‘mass-market’> a provocative—even
unpopular—ophilosophy, while still main-
taining one’s own integrity? How can one
popularize, without subordinating oneself
to whatever happens to be popular?

To answer, let me give an example that
should cheer Freeman readers.

October 1995 marks a milestone in the
history of the Foundation for Economic
Education. For the first time in its half-
century history, select books produced by
the Foundation will be available for pur-
chase in mainstream bookstores.

This effort will begin with publication of
arevised hardcover edition of my Criminal
Justice?, plus two new volumes: Forgotten
Lessons: Selected Essays of John T. Flynn,
edited by FEE’s own Gregory P. Pavlik;
and The Foundations of American Consti-
tutional Government, an anthology of Free-
man essays. By next Spring, a half-dozen
new titles will be added to the list of FEE’s
‘“‘trade books.”” Many more will follow.

Not all FEE titles will be stocked in
bookstores: buyers may have to special-
order some of them. But our eventual aim
is at least to make all FEE books available
through bookstores. And select titles will,

Mr. Bidinotto is a long-time contributor to Read-
er’s Digest and The Freeman, and a lecturer at
FEE seminars. Criminal Justice? The Legal Sys-
tem Versus Individual Responsibility, edited by
Mr. Bidinotto and published by FEE, is now
available at $24.95 in a hardcover edition.

in fact, be displayed prominently, and pro-
moted heavily.

Why this change? FEE has a long tradi-
tion of publishing and educating quietly—of
having students of liberty make the effort to
seek out its offerings. And there is undeni-
able merit in an unobtrusive approach to
education: it tends to screen out many
whose interest is only superficial.

The growing problem with this approach,
though, is the ‘‘information overload” of
modern society. Today, people are bom-
barded with a glut of information from media
that never before existed. FEE was orga-
nized even before television became popu-
lar. Now, cable TV brings scores of chan-
nels into our homes; movies are available
not just in theaters, but on video cassettes;
a host of specialized magazines are launched
each year; computers have made many
homes ‘‘off-ramps’’ on the Information Su-
perhighway; chain bookstores have prolif-
erated in every shopping mall; and books
themselves are widely available on tape.

Trying to be heard in this rising clamor
is a daunting task. Just as we all must
compete in the economic marketplace, or-
ganizations such as FEE must compete in
a ‘‘marketplace of ideas.”’ That realization
prompted Dr. Hans Sennholz, FEE’s pres-
ident, to decide that the Foundation had to
revamp and modernize the way it markets
its books.

Some may now worry: Will FEE’s efforts
to aggressively mass-market books cause
it to “‘water down’’ its principles? Or, to
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reiterate the question posed at the opening
of this message: How can we market a pro-
vocative, even unpopular, philosophy, while
maintaining its—and our own—integrity?

It is an understandable concern, based on
a common misconception.

A frequent accusation against capitalism
is that there is a conflict between the de-
mands of the marketplace, and one’s indi-
vidual integrity. To thrive in the market,
some argue, one must subordinate personal
values and standards to popular tastes and
whims. Capitalism, this argument goes,
therefore tends to produce a society of
conformists, rather than individualists.

But properly understood, there is no con-
flict between capitalism and individualism—
between success and integrity.

As Ludwig von Mises and other great
free-market thinkers have often pointed out,
the demands of the marketplace tend to
make people more cooperative. One’s eco-
nomic survival and/or level of success de-
pend on his willingness and ability to satisfy
some market demand. The need of business-
men for customers and partners, of workers
for jobs, of consumers for suppliers of goods
and services, tends to make people ‘‘put
their best foot forward’’ in order not to
alienate others needlessly.

However, simple cooperation and basic
civility are not the same thing as abject
conformity. To abide by the required forms
and manners of society, does not mean one
must sacrifice the content and meaning of
one’s own principles.

For example, many changes have been
imposed on FEE by the need to meet
bookstore requirements. Books ordered via
catalogs or mail order—FEE’s traditional
sales methods—do not need fancy covers
or much publicity. But vigorous competi-
tion for limited space on bookstore shelves
places special demands on trade book pub-
lishers.

To be noticed in stores, book covers must
be eye-catching and attractive. To entice
casual browsers to buy, the covers also must
be loaded with persuasive advertising copy
and endorsements.

In addition, with thousands of volumes

to choose from, store managers stock only
titles most likely to sell. Thus, they prefer
books whose subject matter is popular,
whose authors are well-known, and—most
importantly—whose publishers are willing
to promote and advertise their books, gen-
erating customer awareness and interest.

Clearly, not all FEE books have ‘‘popu-
lar’’ subject matter. But does this mean that
FEE must now publish only ‘‘popular’
books, or water down the content of its
works?

Not at all.

The free market actually consists of many
‘‘sub-markets’’—specialized markets for
aninfinite variety of goods and services. Not
all books are cut out to be bestsellers. But
that doesn’t mean they’re not worth pub-
lishing. Just because Human Action is not a
‘“‘mass-market’ book doesn’t mean FEE
should not publish it. There will always be
a market for more challenging theoretical
works, even though that market may be a
modest one.

FEE will continue to produce titles of
more specialized appeal, and to sell them
through its traditional outlets, rather than
through bookstores. For select titles having
broader appeal, however, FEE has begun
to revamp their appearance, and to launch
ambitious publicity campaigns, so that they
can be marketed effectively through main-
stream book trade channels.

But to move into the mainstream book
trade, the Foundation need not change its
identity or compromise its principles. Our
goal is to market the freedom philosophy
more effectively—not to make the freedom
philosophy ‘‘more marketable.”’

So there is no contradiction between pub-
lishing titles of broad appeal, and publishing
works of more limited appeal. Similarly,
there is no contradiction between the de-
mands of the marketplace, and the need to
maintain one’s identity and integrity.

No one need sacrifice his principles in the
pursuit of popularity. To the contrary: pre-
cisely because the principles of individual-
ism and integrity are such rare commodities
these days, their market value has never
been higher. O
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The Internet: New
Technology, Old Law

by Mark Goodman and Mark Gring

n open, public debate of issues has

been a framework for American gov-
ernment since the Pilgrims wrote the May-
flower Compact on the second day they
reached North American soil. In the twen-
tieth century, the U.S. Supreme Court iden-
tified this ‘‘marketplace of ideas’’ as the
cornerstone of American democracy (Bran-
denburg v. Ohio, 1969; Abrams v. United
States, 1919).

Unfortunately, the evolution of mass me-
dia in America in the last 70 years has led to
the formulation of a system which controls
or limits, under the guise of ‘‘public inter-
est,”” the voices heard in public debate.

The American public has found its own
voice on the internet. In fact, the internet
has become the most fertile ground in his-
tory for the marketplace of ideas. The in-
ternet is a worldwide venue for discussion
of ideas on a plethora of topics and a variety
of voices. Anyone can contribute an idea,
have it debated, argued, and challenged.

The United States is too large for a town
hall meeting. Television can reach the mass
audience, but then the networks decide
whom and what we hear. On the other hand,
the internet allows people to broadcast their
ideas to a mass audience to be heard and
discussed or ignored and forgotten because
of a lack of interest.

Dr. Goodman and Dr. Gring are Assistant Pro-

Jfessors of Communication at Mississippi State
University.

Yet today Congress is in the process of
writing legislation that may again limit the
voices on the internet to a select few. To
understand the situation in the 1990s, we
need to go back to the 1920s and the early
days of radio.

Originally radio broadcasting was an open
marketplace. By sending a postcard to the
Secretary of Commerce, Herbert Hoover,
anyone could build a radio transmitter and
talk over the airwaves to anyone else who
had a radio set turned on. This was consis-
tent with the traditions of the marketplace.
Radio turned the town hall meeting into a
coast-to-coast discussion group.

One indication of the power of this new
medium to influence people to change public
policy came toward the end of World War 1.
President Woodrow Wilson used a 200,000-
watt transmitter in New Brunswick, New
Jersey, to directly appeal to the German
people to accept his Fourteen Points as a
basis for a peace treaty. (See the account
by media historian Erik Barnouw in A Tower
in Babel.) The German people dumped the
Kaiser and the new democracy asked for an
armistice.

David Sarnoff envisioned a different fu-
ture for AM radio. Sarnoff, president of the
Radio Corporation of America (RCA) and
founder of the National Broadcasting Cor-
poration (NBC), thought of radio as a me-
dium for entertainment and entertainment
as a justification for advertising.
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Amateur voices literally interfered with
the ability of national broadcasters to bring
music, the soaps, and advertising to Amer-
ican homes. Anyone broadcasting could
change frequency, power, and hours of
broadcasting, making it impossible to create
a coherent radio listening schedule at a set
location on the dial.

By 1927, Congress was writing legislation
to sort out the radio signals and used the
opportunity to shutdown the cacophony of
voices being broadcast. To do so, the First
Amendment had to be redefined by a group
interested in increasing governmental regu-
lation of American society.

The Progressives in Action

Progressive political reformers controlled
Congressin 1927. Progressivism led to many
changes in American democracy between
1880 and 1930, including direct election of
the U.S. Senate, the right to recall elected
officials and to place items on the voting
ballot through initiative petition, and the
right to change government policy through
a referendum.

The Progressives sought to bring a moral
tone into all branches of government by
having college-educated ‘‘experts’’ make
decisions. If experts made decisions
through federal regulation, then neither the
supposedly dangerous monopolistic prac-
tices of the corporate trusts nor the social-
istic politics of the impoverished urban im-
migrants could control the American
political, economic, or social systems. The
values of middle-class America, the Pro-
gressives argued, would be protected by the
‘‘disinterested public servant.”’

This is the philosophy of government the
Progressives imposed on the radio debate in
1926. In writing the Radio Act of 1927,
Congress put almost unchecked power—
judicial, executive, legislative—in the hands
of a public board, the Federal Radio Com-
mission. In the language of the law, Con-
gress told the FRC to operate radio broad-
casting in ‘‘the public interest, convenience,
and necessity.”” These words were never
defined specifically in the law, but the Con-

gressional debate helps explain what was
intended.

In order to create order out of the chaos
of the airwaves, Congress redefined free-
dom of speech from having the right to speak
to having the right to listen. Scrapping the
traditions of the First Amendment meant
that a handful of voices would dominate the
airwaves to the detriment of the Republic.
To prevent a monopoly of voices, Congress
told the FRC to apply the public-interest
standard to radio.

The Fairness Doctrine

Broadcast licensees had no right to ex-
press their views on radio unless all sides of
the issue were granted equal rights to the
airwaves. The effect of the Fairness Doc-
trine was to limit public discussion of issues
on the radio since broadcasters would po-
tentially have to give away valuable air time
to anyone wishing to speak.

Congress also mandated that broadcast
licenses should go to the applicants who
would best serve the ‘‘public interest, con-
venience, and necessity.”’ In seeking a li-
cense, the applicants had to describe their
programming to the FRC. Station managers
were ordered to keep a log of programming
to show that they were operating in the
public interest. Licenses could be revoked
or renewal denied if the FRC decided that
the applicant had not followed the program-
ming described in the license application.

In effect, the FRC could apply the ‘‘pub-
lic-interest’” standard to limit the market-
place of ideas to viewpoints which coincided
with its mainstream views of what served
the public interest. Since no broadcasters
knew how the public-interest standard was
going to apply in their situation, the safe
course was to remain in the mainstream.

Congress made minor changes in the Ra-
dio Act in writing the Communications Act
of 1934. Television and telephone, as well
as radio, came under the authority of the
Federal Communications Commission,
which replaced the FRC. Otherwise, the
new act was copied verbatim from the Radio
Act, including ‘‘public interest, conve-
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nience, and necessity.”’ American broad-
casting is still regulated under the Commu-
nications Act of 1934.

Congress is in the process of trying to
replace the 1934 law with legislation that
would encompass the new technologies,
such as the internet and satellite broadcast-
ing. The public-interest standard remains
the cornerstone in the new legislation Con-
gress has considered thus far.

If applied to the internet, a public-interest
standard would be an invitation for big
government advocates to control the type of
information that flows on the internet. In-
stead of being a marketplace of ideas, the
internet could become a banal forum as
computer servers become reluctant to open
debates on controversial subjects out of fear
of being closed or fined. Like radio and later
television broadcasters, the internet could
be a place where only the uncontroversial
is attempted and deemed acceptable.

Does that mean that everything on the
internet should be unregulated? Will not
pornography, money scams, hate groups,
and fraudulent advertisers proliferate?

Should the federal government gain unlim-
ited power to regulate this contemporary
marketplace of ideas?

Many abuses can be controlled by users
and computer service providers. Users can
put pressure on server providers to make
moral decisions rather than letting govern-
ment decide what is moral. The marketplace
can insist that offensive materials be re-
moved. In essence, the marketplace is self-
regulating. Just read the e-mail that follows
when someone violates netiquette.

Computer services are also self-regulat-
ing. Many university computer servers al-
ready restrict access to materials deemed
inappropriate. Commercial servers select
which services their subscribers have ac-
cess to. When necessary, existing laws have
been enforced, particularly on pornogra-
phy, pedophilia, copyright violations, and
fraud.

A general regulation of the marketplace of
ideas by applying ‘‘public interest, conve-
nience, and necessity’’ to the internet will
lead to federal intervention in and potential
infringement on free speech. O

progress.
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A Report Card on

Charter Schools

by Candace A. Allen

year ago I resigned from teaching in a

local high school to accept a position
at a new charter school. Charter schools
seemed to promise the greatest chance of
fostering market reform within public edu-
cation. I believed that if given the power, a
few very dedicated and talented teachers
and a small administrative staff could bring
about innovative educational changes and
create an outstanding school.

Though I have never worked with a more
dedicated group of well-intentioned people,
I have become skeptical that charter schools
can bring systemic change to public educa-
tion. While I do not claim the ability to
predict the outcome of any particular char-
ter school, I now realize that at best only
marginal change within public education is
possible through charter schools.

A charter school is defined as a semi-
autonomous, publicly funded school oper-
ated by a group of parents, teachers, and/or
community members under a charter with
a local school district board of education
and/or an outside group, such as a univer-
sity. At present, 12 states have passed many
variations of charter-school legislation,
some granting more autonomy than others.

Each charter sets forth the school’s goals-

and philosophy, the basic curricular struc-
ture, governance, and operational proce-
dure, and is intended to ensure less bureau-

Ms. Allen is a social studies and economics
teacher at the Pueblo School for the Arts and
Sciences, a Colorado charter school.

cratic tethering to state and federal
regulations.

Proponents of charter schools claim that
the power base of schools must shift from
government to parents as consumers of their
children’s education. Comparing charter
schools to private schools as examples of
consumer choice, advocates hope that dem-
ocratically administered, site-based charter
schools can offer greater choice in learning
environments with little outside interfer-
ence. Voluntary enrollment should be de-
signed to attract ‘‘customers,’’ thus intro-
ducing competition into the system.

On the surface, then, the vocabulary of -
the market (customers, autonomy, compe-
tition, choice) draws those who view state
education as needing reform and who favor
market allocation of educational resources.
But just because a list of market vocabulary
words can be applied to charter schools
doesn’t mean that the grammar and syntax
of the market are present and operational. I
have discovered in my short charter-school
career that many of the basic limitations of
regular public schools are also inherent in
charter schools.

The Attitude of Compliance

Most people can’t imagine what ‘‘school”’
would be like if it weren’t public. Accep-
tance of ‘‘the way things are’’ reflects a
pervasive attitude of compliance in our
state-run educational system. Just as this
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attitude has plagued market-reform efforts
in former Communist countries, so it ham-
pers educational reform efforts in the United
States. Dismantling our bureaucratic system
of education will be difficult because the
power structure has been in place for so long,

The attitude of compliance, subtle and
covert, has created passivity among parents
in the way they view their role in change.
The gradual evolution of bureaucratized
educational practices in the United States
has fostered the abdication of the family’s
sense of responsibility to educate its own and
has led to the general dependence on the state
as the primary educational care-giver.

In a recent conversation with a fifth-grade
parent at my school, I discovered that her
daughter’s teacher was reluctant to allow
the girl to be moved into a higher math class
because she had missed too much school.
Even though the youngster had an ‘A’
recorded in math, and even though the
parent and the student wanted a more chal-
lenging math curriculum, the parent hadn’t
considered that she could question an ‘‘ed-
ucational expert.”” When I asked what she
thought her role in the situation was, she
paused and stumbled over the words, ‘I
hadn’t realized I had a role.”’

Nuances of this submissive stance appear
in one of the major admission requirements
of our charter school. Parents must show
that they are ready for already defined
responsibility by signing an agreement sup-
porting homework policies of all teachers, a
minimum 18-hour school volunteer service,
and other school-determined policies. In
other words, if parents want their students
in our school, they are expected to sign
an agreement of compliance. Being forced
into this position ultimately leaves parents
resistant or defensive. What’s equally dev-
astating is that parents next year will be
expected to ‘‘police their own”’ by deciding
on a ‘‘policy of consequence’’ for parents
who do not live up to their agreements.

Teacher Knows Best

Just as the attitude of compliance has
created passivity in the way parents view

change, soit has created a certain arrogance
on the part of teachers (and administrators),
especially in their expectations of parents.
In a discussion at a faculty meeting, several
of the teachers were confused by the appar-
ent lack of interest by parents to serve the 18
pledged volunteer hours. Two teachers
wondered if we could ‘‘force them to do
what they are supposed to do for us.”

A few weeks ago, I spoke with one of our
elementary teachers who had just finished
coordinating the school’s book fair. I asked
her if parents had been involved. She said
that she had phoned almost all of the parents
in her class, but that they had either already
contributed their mandatory service hours
or they were too busy to do so now. She
convinced one parent to work for part of a
day, but that parent said that she preferred
to volunteer for her other child’s Head Start
school (a federally funded preschool) be-
cause she earned ‘‘volunteer bucks,”’ re-
deemable at a local home supplies ware-
house. If she were compelled to volunteer,
she preferred tangible reward. Like many
parents, this mother saw no relationship
between doing mandatory volunteer work -
and taking an active role in her child’s
education. The teacher involved was dis-
gusted that, once again, parents were letting
the school down. I realized that no one has
seriously challenged the paradigm that those
who ‘‘know best’’ for parents, children, and
for schools are the members of the educa-
tional bureaucracy.

The pervasive but subtle attitudes regard-
ing role expectations permeate almost ev-
eryone’s assumptions about reform. These
attitudes play out in predictable ways in my
charter school, just as they do in regular
public schools; parents and students get
what they get and teachers are surprised that
they aren’t happier about it than they are.

Often unrecognized, these attitudes mask
their causes, which are the constraints that
hold charter schools firmly in the govern-
ment-controlled education bureaucracy.
These constraints involve (1) the source of
charter school funding, (2) regulations in-
herent in government control, and (3) the
lack of market accountability.
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Funding

The first bureaucratic constraint pertains
to the funding of public and charter schools.
Through taxes, parents and non-parents
alike pour money into government coffers,
and that money is pooled into funds not
specifically earmarked for education. No
one can say how much education costs any
given taxpayer, but generally the taxpayer
knows that her dollars will not count as
votes in the way her child is educated. State
funding perpetuates the compliant parental
attitude. Not surprisingly, parents aren’t as
closely involved in their children’s educa-
tion as they most likely would be if their
dollars went directly into a specific school of
choice rather than into taxes, and if, because
of that direct payment, they could assume
more responsibility as customers. Surely,
as responsible customers and parents, they
would be more than homework monitors,
overseers of their children’s attendance, or
school volunteers.

Even if a family knew what it was paying
for education, it is too costly at the margin
to protest a policy or philosophy of a school.
If one family or a small group of parents
came into my school claiming that they
didn’t want their children to be a part of, nor
did they want to pay for, ‘‘multi-age,”
““interdisciplinary,”” and ‘‘untracked”’
classes, they would be pacified and sent
away with a promise that a multi-age, inter-
disciplinary, and untracked curriculum is
beneficial to their children. Parents do not
demand nor expect customer sovereignty,
and ultimately leave the major decisions to
the educational bureaucracy.

Regulations

The second major constraint of public/
charter schools relates to these funding-
source problems. Because funding comes
from the state, all public and charter schools
are regulated by various levels of govern-
ment, though charter schools may apply for
waivers from certain types of regulations.
For example, non-certified people are al-
lowed to teach some classes in my charter

school. But the heavy-handed state regula-
tions remain. For example, in Colorado all
public schools are required to apply the state
curriculum standards, and soon will need to
meet specified requirements in the assess-
ment of those standards.

Probably the most binding regulation is
that of universal mandatory education for all
students aged 16 and under. This is the
ultimate sanction for government knowing
what is best. It means that parents have little
say in what ‘‘school’’ is going to mean, nor
do they get to decide how much or what kind
is enough or appropriate for their own chil-
dren. In practical terms, what compulsory
education means is that many kids are in
school who do not want to be. This neces-
sarily affects educational programs nega-
tively because those forced to go to school
obstruct the learning of those students who
do want to perform.

These two limitations have severely hin-
dered teachers in the upper grades at our
school who held high expectations and
grand plans to deliver our seventh-, eighth-,
and ninth-grade students a quality educa-
tion. Many parents brought children who
previously had performed poorly to our
school with the hope that they would be
cured of their non-performance. Those very
students have demonstrated clearly that
they can continue their non-performance in
their new setting, and can interfere with the
education of those who want to be there.
Bound to the idea that school as we know it
must be administered to students in mea-
sured doses makes parents, teachers, and
students unable to imagine what a true
market in education could be like.

Not only do a myriad of other types of
regulations still bind charter schools tightly
to the category of ‘‘public schools,’” but also
local micromanagement by school boards
create even more discretionary power for
those boards as public education trustees. In
another city in Colorado, a new charter
school was warned by the school board that
its start-up problems had to be corrected in
specific ways within 30 days or its charter
would be revoked. Rather than allowing
parental or even school discretion in deter-
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mining the seriousness of the problems (one
of which was that no textbooks were being
used), the particular school board inter-
vened and imposed an arbitrary solution in
the matter. Efforts to create market incen-
tives through deregulation could only be
successful if sources of funding were private
rather than public.

Accountability

The third constraint of public/charter
schools is that of the lack of accountability.
All tenured teachers and the dean at my
school are guaranteed same-salaried jobs
back in the regular system should any of us
decide to return. No job security risk is
involved, nor do we have to compete to
retain a certain income. Though we all face
pressure to be innovative, our jobs do not
depend on whether the charter school suc-
ceeds or fails. Other than being scolded for
“being too much in the box of the old
ways,”’ no real penalty exists if results are
not produced. The risks associated with
failure are present only in the marketplace.

Also, because merit pay is viewed by
teachers as disharmonious, monetary incen-
tives offered for innovative behavior are
deemed inappropriate. Not only did the
majority of the faculty at my charter school
vote to make our professional evaluations as
‘“‘threat free’’ as possible, they also plan to
implement self-designed, personalized eval-
uations to ‘‘equalize’’ faculty, hoping to
promote an environment of trust and re-
spect. Ironically, though we are not tied to
a union contract at the charter school and
most teachers have given up union mem-
bership, the tendency to protect our own
interests is just as strong as it is in those who
protect their interests by being union mem-
bers. Teachers who are having obvious
difficulty performing are protected by
lengthy procedures for dismissal. We tend
to see ourselves, rather than parents and
students, as the rightful decision-makers in
employment decisions.

A second accountability issue relates to
the unlikely possibility that school district
administration will allow charter schools to

fail if these schools have been publicly
endorsed. Because our school district and
the university (our charter holder) have
forged an official “‘alliance,”” pledging sup-
port for K-16 education, both benefit by
any claim to success we make. Thus, it is
in both the university’s and the district’s
interests to prevent failure, or the public
admission of it.

However, assuming that parents decide
to ‘‘vote with their feet’’ and leave a charter
school, the effects will be different than if
education were bought and sold in the mar-
ketplace. In the market, failure is necessary
for resource allocation. But if it occurs in the
public education arena, resources will be
rechanneled right back into the bureaucracy
from which it was intended to break free. To
make matters worse, teachers’ unions will
politicize the failure as a vote in favor of
“‘regular’’ public schools.

A third accountability problem stems
from the belief in teacher empowerment. In
our school, teachers are jacks-of-all-trades,
all with consensual say, taking on such
administrative tasks as scheduling, writing
curriculum, and designing all policies. Em-
powerment has been the goal of all of us for
years. ‘‘Just free us from the administrative
stranglehold and we will be able to make a
school run right!”’ But I have learned that
the empowerment philosophy assumes that
well-meaning teachers can manage a school
resourcefully, and at the same time teach
effectively. It assumes that teacher creativ-
ity should be unharnessed without adminis-
trative restraint. Because public educators
don’t face the real world threat of possible
failure and loss of employment, their cre-
ative and entrepreneurial efforts are not
bound to the rules of the marketplace. When
teachers are empowered, what can stop a
bad idea?

Charter schools, like their sister public
schools, will not break education open to
market forces. But as more and more private
groups find ways to crack open the educa-
tional monopoly to offer educational substi-
tutes, a new group of schools will enter the
scene. Schools that operate for profit will
begin to offer new products and services that
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may differ dramatically from those of public
and non-profit schools. In other words, as
new schools for profit enter the picture, with
some failing and some succeeding, new
methods of educating children will emerge.
The successful schools may or may not be
multi-aged, interdisciplinary, standards-
based, or whatever present educational fad
dominates. The faculty may or may not be
consensually involved in site-based deci-
sion-making, and may or may not be re-
stricted to classroom teaching only. It all
will depend—on the market.

For the time being, many charter schools
will emerge, vowing to make great improve-
ments in public education. And just as
pockets of program success and outstanding
individual teachers can be found within

many public schools, so they will be found
in many charter schools. Time will tell
whether the charter school in which I teach
will make marginal improvements in our
educational community; certainly I hope
that it does. Charter schools will tempo-
rarily cast the appearance of consumer
choice, but it must be remembered that they
are publicly financed, which guarantees bur-
densome regulation. This prevents market
feedback, including reward for entrepre-
neurial achievement, or failure and loss for
unworkable ideas and poor management.
Real competition with public education is
yet to come, but in the meantime, the
cosmetic change currently on display at
charter schools will be passed off as sys-
temic change. O

We weren’t always right.
Now, we’re even free.

Twenty years ago
COMMENTARY
broke rankswith the
prevailing intellect-
ual fashion, and em-
braced the ideas and
institutions thatmade
America great.

The country has

Commentary

VOLUME NINETY-EIGHT « NUMBER THREE » SEPTEMBER 1994

parallel in American
journalism.”

We think you will
find COMMENTARY a
bracing change.

Why not try a
FREE issue and
decide for yourself?

caughtup with us, but
asfarasmagazinesgo,
we're still well ahead
of the pack. Forbes
magazine says Com-
MENTARY “has exerted
an influence without

Next Year in (a Divided?) Jerusalem / David Bar-lilan

The Case for Global Activism / Robert Kagan
Lessons from the Soviet Collapse / Charles H. Fairbanks
The ADL vs, the “Religious Right” / Midge Decter
Clement Greenberg: An Appreciation / Roger Kimball
Flop at the OK Corral / Richard Grenier
Furtive Smokers: An Exchange / Peter L. Berger & Critics
Books in Review: Cathy Young / Jack Wertheimer /

John Corry / Ben Wildavsky / Arch Puddington
PUBLISHED BY THE AMERICAN JEWISH COMMITTEE 53 75/$4.50 CANADA

For a complimen-
tary copy, a $3.75
value, call
1-800-829-6270

or write us at 165 E. 56th St.,
New York, N.Y. 10022

Guarantee: Either we make you think, or you pay notbzngj



October 1995

The Foundation for Economic Education
Irvington-on-Hudson, New York 10533
Tel. (914) 591-7230
Fax (914) 591-8910

Misplaced Hope

he welfare state thrives on the toils
Tand talents of its productive mem-

bers. It is an exploitation state that
builds on political force and, in the end, is
bound to self-destruct. When confiscatory
taxation and onerous regulation become
intolerable and the abuses of government
are insufferable, many good citizens rise up
on election day and put their faith in the
opposition party. They may succeed in
removing the incumbents from positions of
power and elect the critics and opponents.
Many others who feel exploited and
abused by the system despair of the politi-
cal process and seek an escape.

Some victims descend into the under-
ground economy where income is not
reported. Or they defiantly embark upon
production that violates political mandates
such as government licensing, inspection
and label laws, labor laws, export and
import controls, money and banking regu-
lations, and countless others. Some may
try to “get even” by collecting entitlement
benefits even while they are laboring in the
underground.

The fugitives may react against abuse
and exploitation not only in their political
and economic lives but also in their very
attitudes toward government. In despera-
tion, they may conclude that the transfer
laws and regulations are immoral and that
which government makes illegal may
actually be moral. Some may even ques-
tion the viability and morality of the demo-
cratic form of government itself. When
millions of people who were once loyal and

law-abiding citizens come to look upon
democratic government as a consummate
body of immorality, then society faces a
social crisis.

Political attempts at “rolling back” the
exploitation system are likely to fail when
the majority of voters derive their liveli-
hood from transfer funds or reap popular
benefits from the system. In the United
States this point has long been passed. The
youth generation claims a birthright to
educational benefits from the nursery to
graduate school. The elder generation
claims a vested right to Social Security and
Medicare benefits. And millions of mid-
dle-aged Americans thrive on government
payrolls or subsist on public assistance.
Government employment now exceeds
that of all American manufacture.

Roll-back administrations face great dif-
ficulties and insurmountable obstacles.
They have to take unpopular measures
which actually give aid and comfort to the
political opposition. Every step denies
someone his “entitlement” or special privi-
lege, providing grist for the critics” mills.
Short-term legislatures and administra-
tions are unable to roll back the entitlement
system which, like a malignant tumor, has
slowly penetrated and poisoned the body
politic. Roll-backs are symptoms of crises
of the exploitation state which moves in
waves, rolling on for long periods of time,
and rolling back briefly and fruitlessly.
They afford an opportunity to the entitle-
ment coalition to regroup and prepare for
another advance.




Unable to reverse the course, many wel-
fare states are approaching the ultimate cri-
sis: the debt crisis. When the burden of
government debt seriously impedes the
entitlement spending, when interest pay-
ments on the pyramid of debt hamper the
entitlement programs, the transfer forces
face a new task: the reduction of the debt.
It cannot simply be repudiated because this
would devastate the financial structure that
rests on $5 trillion of federal debt. It must
be distributed among all subjects with
income and wealth either through gradual
currency depreciation, through capital
levies on private property, or both.
Inflation, which is a common method of
debt depreciation, places the burden pri-
marily on the owners of money and claims
to money.

The debt crisis is hastening the coming
of a new political and economic system in
which national governments lose their
exploitative powers and legal importance.
The phenomenal technological innovations
in recent years, especially those in commu-
nication and transportation, have ushered
in the “Information Age” which has fos-
tered a vigorous world market of ideas and
entrepreneurship. Markets have sprung
up virtually everywhere, internationalizing
commerce and capital and depriving gov-
ernments of their restrictive powers. They
have given productive capital unprece-
dented mobility, allowing it to escape
exploitation and confiscation with the
speed of E-mail.

The internationalization of information
and entrepreneurship has generated
intense competition for liquid capital, man-
agerial ability, and technological knowl-
edge. As multinational corporations
emerge and multiply around the globe they
become the principal competitors for the
most productive locations. They are capa-
ble of observing and adjusting to institu-
tional conditions, forcing national govern-
ments to compete with each other in their
legal institutions, their tax systems, regula-
tory structures, monetary order, labor leg-
islation, etc. Exploitative governments
obviously fare poorly on the competitive
world scene; their exactions are manifest-

ed in economic stagnation, rising rates of
unemployment, falling wage rates, and
lower standards of living. Exploitative
governments clearly show themselves in
the light of international competition.

Ironically, productive capital is finding
protection from the depredations of nation-
al governments in those international mar-
kets that are spontaneous, unregulated,
and devoid of sovereign law and power.
International markets function smoothly
and efficiently outside the law, safeguard-
ing private property from the exploitative
aspirations of governments which were
supposed to protect life and property.

As the world markets are growing in
scope and strength, the coercive powers of
national governments are shrinking.
Exploitative policies are becoming more
painful and onerous, more difficult to
enforce, and less lucrative in revenue; this
exerts powerful pressure on governments
to reduce the exactions. The pain may
even induce some pressure groups to leave
the halls of government and, instead of
pleading for handouts and privileges, to
pursue entrepreneurial profits in world
markets.

Exploitative governments do not readily
yield their coercive powers. Seeking to
retain and reaffirm their authority, they
may turn “protectionist” and erect prohibi-
tive barriers against the movements of
goods, capital, and labor. They may try in
vain to shelter their exploitation system
through association, cartelization, combina-
tion, and other means of trade restraint.

Many loyal and law-abiding Americans
still place their hopes for reform in legisla-
tors and regulators. They are unaware that
the age of politics is drawing to a close.
Hope still drives lengthy and costly elec-
tion campaigns, but it is also the source of
much frustration and disappointment later.

Hans F. Sennholz

—.




OCTOBERFEST SALE

FEE Classics Regular Sale
THE LUSTRE OF GOLD $14.95 $10.95
In defense of honest money and the standard

of the ages.

INFLATION IS THEFT 14.95 10.95

Inflation, which is one of the great evils of our

time, is surrounded by myth and superstition.

Politicians are quick to assign all blame to various
individuals while they themselves favor every inflationary
device. When in power, they love to engage in deficit
spending, which is plain political theft and plunder. This
book calls a spade a spade.

Ludwig von Mises
THE THEORY OF MONEY AND CREDIT 14.95 12.95

In this classic the author applies subjective
Austrian theory to the field of money.

Llewellyn H. Rockwell, Jr., editor
THE GOLD STANDARD 12.95 10.95

An anthology of essays written by members
of the Austrian School.

Murray N. Rothbard
WHAT HAS GOVERNMENT DONE TO

OUR MONEY? 7.95 5.95
A brilliant essay on the political
mismanagement of the people’s money.

Hans F. Sennholz

AGE OF INFLATION 14.95 10.95
An enlightening and sobering analysis of inflation

in the twentieth century with recommendations

for restoring a sound money system.

MONEY AND FREEDOM 9.95 7.95

A critical analysis of central banking, legal
tender laws, and popular monetary doctrines.

Andrew Dickson White
FIAT MONEY INFLATION IN FRANCE 7.95 5.95

The classic history of the French
hyperinflation from 1790 to 1796.

FEE Library for Scholars and Students 725.00 650.00

Forty-two titles from the 1995 FEE Book
Catalogue. $911.00 when bought singly.

Sale Ends November 30, 1995

Dostage and handling: Please add $3 per order of $25 or less; $4 per order of $26~$50; $5 per order
of more than $50. Send your order, with accompanying check or money order, to FEE, 30 South
Broadway, Irvington-on-Hudson, New York 10533. Visa and MasterCard telephone and fax
orders are welcomed: (800) 452-3518; fax (914) 591-8910.




NEW FROM FEE! Awailable in Bookstores Nationwide...

FORGOTTEN LESSONS

Selected Essays of John T. Flynn
Edited by Gregory P. Pavlik

“Franklin Roosevelt personally tried to get John T. Flynn blacklisted. To read
this great journalist is to understand why. In Flynn the spirit of Jefferson
lived vigilantly, with learned, witty scorn for tyranny and fraud. His words
still puncture.”

—]Joseph Sobran
Syndicated columnist

uckraking journalist, prolific author, radio commentator—John T.
Flynn was an American original. In the politics of Left and Right,

Flynn found no proper home. He was the scourge of the New
Deal—and an intransigent opponent of militarism and American entry into
World War II. Uncompromisingly principled, Flynn was anti-war when war
was popular, anti-statist when socialism was fashionable. His withering cri-
tiques of political follies rivalled those of H. L. Mencken.

And—as this collection of his vintage essays shows—John T. Flynn’s views
are as timely now as the day they were penned. For the same political con-
troversies that embattled him have re—emerged today...and his urgent warn-
ings are now Forgotten Lessons.

208 pages with index $14.95 paperback
ISBN 1-57246-015-6
To order, call (800) 452-3518

Fall Round-Table Discussions

ur series of very successful Round-Table events returns this fall with a

lineup of eminent speakers. Our evenings begin with a reception at 5:00

P.M,, followed by dinner at 6:00. We are then entertained by a presentation
given by our featured speaker. After that, the floor is opened for an exciting
exchange of ideas. Charge is $40 per person per event; certain discounts are avail-
able. Attendance is limited; call or write Dr. Barbara Dodsworth at FEE for reserva-
tions (phone 914-591-7230; address, 30 South Broadway, Irvington, NY 10533).

November 4 Round Table
Morris Markovitz, who is the president of the very successful Mercury Management
Associates, Inc., will reflect on “The Myth of the Trade Deficit.”

December 2 Round Table
Doug Bandow of the Cato Institute in Washington, D.C., will entertain us with his
discussion of foreign aid in “Foreign Aid: New Bottles, Old Wines.
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Environmental Education:
Turning Kids into
Political Activists

by Steve Jackstadt and Michael Sanera

wenty-five years after the first Earth

Day, the environmental movement, as
represented by established groups like
Greenpeace, the Sierra Club, and the Wil-
derness Society, is in trouble. Membership
is down, their credibility with the public is
in a shambles, and a majority in Congress
seems bent on lifting the burden of environ-
mental regulation.

There is one area, however, where envi-
ronmentalists are on a roll and that is in
education. Environmental education is one
of the hottest educational issues in America
today and throughout the nation, schools
at all grade levels have jumped on the
environmental education bandwagon. Cur-
rently, 30 states have laws mandating some
form of environmental instruction in the
classroom. Many of these laws require the
integration of environmental education into
most subject matter classes and at all grade
levels. Thus, students are exposed to envi-
ronmental education not only in science
classes, but also in history, geography,
health, and even in English and math classes.

Recently, however, environmental edu-

Dr. Jackstadt is Professor of Economics at the
University of Alaska in Anchorage. Dr. Sanera is
Associate Professor of Political Science at
Northern Arizona University.

cation has become a cause for serious con-
cern among parents, scholars, and journal-
ists. In particular, critics charge that
environmental education is dominated by
a “‘doomsday approach’’ to environmental
issues, which instills unfounded pessimism
in children when it comes to the future,
that environmental curriculum materials
are biased and misleading, and that schools
often encourage political advocacy that
serves the goals of environmentalists. A
graphic evaluation was given by Nancy
Bray Cardozo in Audubon magazine; ‘‘As if
children don’t have enough to worry about
these days—AIDS, wars, starving people—
environmentalists are teaching them that
their very planet is at risk. . . . Children feel
like intruders in nature, destined to destroy
their world.””!

Patricia Poore, editor of Garbage, re-
viewed a variety of environmental educa-
tion materials and books and concluded that
this material ‘‘contains oversimplification
and myth, has little historical perspective,
is oriented, and is strongly weighted toward
a traditional environmentalist viewpoint,
i.e., emphasizing limits to growth, distrust
of technology, misinformation concerning
waste management, and gloomy (if not
doomsday) scenarios.’’2

645
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Biased Environmental
Education Materials

A consistent pattern of one-sided presen-
tations of environmental issues is shown
by our review of nearly 100 sixth-through-
tenth grade textbooks in the areas of sci-
ence, health, geography, government, and
history.

In the coverage of acid rain, for example,
school - textbooks, with rare exception,
teach children that acid rain is a major crisis
which is killing forests, fish, crops, and
destroying buildings and statues. The text
Being Healthy states: ‘‘Acid rain damages
rivers and lakes, killing fish and plants.””
The D.C. Heath text Earth Science: The
Challenge of Discovery states: ““Trees all
across the Northeast are dying.”™

Nearly every text fails to mention the
findings of the largest study of acid rain ever
conducted. The National Acid Precipitation
Assessment Project (NAPAP) was a ten-
year study funded by Congress at a cost of
over $500 million. The NAPAP concluded
that: ‘“There is no evidence of widespread
forest damage from current ambient levels
(pH 4.0-5.0) of acidic deposition [acid rain]
in the United States.””” The study’s final
report issued in 1990 also reported only
minor harm to lakes and streams in the
~ Northeastern United States.

In the textbooks, the tenuous global
warming hypothesis is almost always cov-
ered as a fact. This hypothesis argues that
the increase in atmospheric carbon dioxide
will bring about the melting of the polar ice
caps and cause catastrophic flooding of
coastal cities. One text even shows an
illustration of the New York City skyline
with a water-level covering the Statue of
Liberty and most buildings. Rarely, if ever,
do the texts provide equal time to the
arguments of the scientists who have called
this scenario into question.

Scientists who criticize the catastrophic
global warming theory agree that over the
last one hundred years the burning of fossil
fuels which powers our industrial society
has increased the amount of carbon dioxide
and other greenhouse gases in the atmo-

sphere. They also agree that there has been
a slight (1 degree C [1.8 degree F]) temper-
ature rise over the last one hundred years.’
The critics point out, however, that most
of that temperature rise took place between
1880 and 1938 when the burning of fossil
fuels was less than in the post-World War 11
era. Between 1938 and 1980 the temperature
records show a slight decrease, with some
warming since 1980. If there is a correlation
between the rise of carbon dioxide and
global warming, then warming should have
accelerated after 1938, along with the rapid
buildup of carbon dioxide, rather than less-
ened.®

Students are not presented with this im-
portant scientific controversy. Instead, they
are shown pictures of beach houses falling
into the sea and dust bowl farms and are
told: ‘‘Scientists estimate that by the year
2040, the earth will have warmed by about
2 degrees C [3.6 degrees F]. And by the year
2100, people may be living on a planet that
is 5 degrees C [9 degrees F] warmer than it
is today.’’® By leaving out the arguments of
the global-warming critics, the textbooks
are misleading and miseducating students.

Nowhere is the environmental education
bias in the textbooks more comprehensive
than in the area of the alleged world popu-
lation crisis. With rare exception, the texts
use a graph that shows the acceleration of
population growth over the last 500 years.
These graphs usually end at the year 2000.
Often these graphs are accompanied by
statements that the population will continue
to double every 20 to 30 years and that food
and other resources cannot keep up with
population growth.!® These texts are mis-
leading because they fail to tell children that
since the 1960s the rate of population growth
has declined. In the 1960s world population
was growing at slightly over two percent per
year. By the 1990s the rate had dropped to
about 1.5 percent and it is expected to drop
below one percent growth in the 2020s.!!
The graph that depicts this reality and the
one that children should be shown is one
which indicates a leveling off of world pop-
ulation at about 10 billion people around the
year 2100.



ENVIRONMENTAL EDUCATION: TURNING KIDS INTO ACTIVISTS 647

Most texts go on to demonstrate the
catastrophic effects of population growth by
discussing dwindling food supplies and mass
starvation, yet most of this information is
either grossly exaggerated or simply untrue.
Dennis Avery, a well-known population
scholar, has documented the fact that world
food supplies are growing faster than pop-
ulation and that most of the world’s popu-
lation has been eating better ever since
World War I1. He notes that ‘‘virtually all
of the world’s hunger in 1990 was “politi-
cal.””’!2 By this, he means that the pictures
of starving people, mainly Africans, that are
seen in children’s textbooks are starving not
because there is a shortage of food supplies,
but because of civil wars where one side is
using food as a weapon, or as the result of
misguided policies of Marxist regimes.
Avery goes on to note: ‘‘Africa is a vestige
of the hunger problem which once faced all
of the Third World—it is not a forerunner of
impending famine for the Earth.”’!?

The overall impression given to students
by school textbooks is that of a world
headed for ultimate destruction. If global
warming does not incinerate us, or we don’t
starve, solar radiation pouring through the
ozone hole will give us all skin cancer. Even
if we survive these catastrophes, air and
water pollution will make our day-to-day
existence miserable.

Political Activism in the
Classroom

After a biased presentation of environ-
mental education information, students are
often asked to join a ‘‘Children’s Crusade”’
of political activism which supports the
environmental interest-group agenda. This
ranges from simply asking for more infor-
mation from political leaders to the picket-
ing of businesses and the holding of press
conferences. Textbooks published by some
of the nation’s leading publishing compa-
nies, such as Prentice-Hall and Macmillan,
lead the way.

The 1993 edition of the Prentice-Hall text
Environmental Science: The Way the World
Works, does not camouflage its desire for

kids to become active politically. The chap-
ter on air pollution concludes with the sec-
tion ‘‘Taking Stock—What You Can Do.”’
After a discussion of air pollution regula-
tions, the text tells students: ‘“Write your
Senators and Representatives.”” Children
are told to ask that the next re-authorization
of the Clean Air Act include requirements to
‘‘increase the average fuel efficiency of cars
to 60 miles per gallon by the year 2000,”" to
‘‘set and enforce standards for ozone and
other pollutants that will protect crops,
forests, and all other aspects of the envi-
ronment, not just human health.”” The text
states: ‘‘Further delays are not tolerable.’’ 14
Absent is any discussion of research such as
that by Robert Crandall and John Graham
which concludes that higher fuel efficiency
leads to the production of smaller cars that
are less safe in accidents and thereby results
in thousands of additional traffic fatalities. !’

The Prentice-Hall text Your Health also
urges students to engage in politics. At the
conclusion of a chapter on the environmen-
tal dangers to their health the text states:
““Given these problems, what can you do?
Consider joining an environmental group.
Boycott products. . . . Become politically
involved. Urge your local, state, and federal
representatives to take action against exist-
ing air, land, and water pollution and to act
swiftly.”’'® (emphasis in original).

The Merrill (a Macmillan subsidiary) text
Focus on Life Science is less direct in its
attempts to activate students. In a section
on the plight of the rain forests it states:
““The Rainforest Action Network called for
boycotts of fast-food companies that buy
their beef from South American countries.
. .. Do you think a boycott of fast-food
companies would halt the destruction of rain
forests? Would you be willing to participate
in such a boycott? Give the reasons for your
answers.’’!” Given the discussion of rain
forest destruction which precedes this, most
students will answer these questions in pre-
dictable ways.

The texts also send the message that
government activity is the only way that
environmental problems will be solved. The
Glencoe (another Macmillan subsidiary)
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text Biology: An Everyday Experience dis-
cusses the energy crisis in these terms. ‘‘The
supply of fossil fuels is being used up at an
alarming rate,”” the text warns. ‘‘Govern-
ment must help save our fossil fuel supply
by passing laws limiting their use.”’'® This
text never mentions that market pricing is
the most effective way to determine if short-
ages exist or that higher prices will stimulate
conservation.

The behavior most often encouraged by
textbooks and other environmental educa-
tion materials is recycling. The pressure on
children to recycle is enormous: schools
engage in elaborate recycling programs and
urge children to pressure their parents to
recycle at home. Students are also urged to
become politically active in support of gov-
ernment-imposed mandatory recycling in
their communities. The D.C. Heath text
Earth Science: The Challenge of Discovery
includes a ‘‘Take Action’’ Section that asks
students to: ‘“Write to your State legislator
and explain your position on mandatory
recycling. Ask the legislator to explain his
or her position on the issue. If your state
does not have any recycling laws, ask if
there are plans for new recycling legisla-
tion.”’' Yet as an article in the Wall Street
Journal pointed out recently,

There’s just one problem. At least by any
practical, short-term measure curbside
recycling doesn’t pay. It costs residents
and local governments hundreds of mil-
lions of dollars more than can be recouped
by selling the trash. It requires huge new
fleets of collection trucks that add to
traffic congestion and pollution.?

Information on the costs of recycling has
been well-aired in the scientific and popular
literature, but does not find its way into
textbooks.

Teaching Political Action Skills

Teaching political action to students is
relatively new to the classroom and teachers
are not always trained in political action
techniques. To fill this void and to develop
these political action skills, the texts offer

teachers help in the teachers’ editions of the
texts. The Glencoe text Health: A Guide to
Wellness provides expert advice to teachers
and students on ‘‘Writing to Elected Offi-
cials.”” This section provides six guidelines
for writing to an elected official including:
“Keep your letter short. . .. Limit your
letter to one or two Key issues . ..”” and
““Ask for a specific response.”’*!

While the textbooks are somewhat limited
in what they can do to teach political action
skills, special political action handbooks for
teachers and students have been developed
to provide detailed technical assistance.
One of the most successful of these hand-
books is Barbara Lewis’ The Kid’s Guide to
Social Action: How to Solve the Social
Problems You Choose and Turn Creative
Thinking into Positive Action. This 185-page
political action handbook includes entries
that provide expert advice on: ‘“How to
Write a Letter to the Editor . . . Tips for
Successful Petitions . . . Six Ways to Fund-
raise . . . How to Write a News Release . . .
Parading, Picketing and Protesting . . . How
to Initiate or Change a Local Law . . . and
Tips for Successful Lobbying . . .”’?? This
“*soup to nuts’’ handbook provides all the
political action skiils the young environmen-
tal activist needs to push the environmental
agenda.

State Environmental
Education Laws

The political activism in the classrooms is
the direct result of the environmental edu-
cation movement’s planning and hard work
instituting state-level environmental educa-
tion laws. A major objective of the environ-
mental special interest groups which have
supported the passage of these laws is to use
environmental education as a way to create
an army of young political activists. While
each state’s law contains slightly different
language, most of them provide a statutory
basis for teachers to encourage students to
become involved politically in environmen-
tal issues.

The Council of State Governments, which
provides model legislation to state legisla-
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tors on many subjects, lists six character-
istics for model environmental education
legislation. One of these is ‘‘Motivation
for Action—the commitment to act for a
healthy environment based on one’s knowl-
edge and skills.”??

In Wisconsin, the state has established
five priorities for receiving an Environmen-
tal Education Grant which provides money
to develop curriculum and classroom mate-
rials. One of these priorities is ‘“The prep-
aration of citizens of any age to become
active participants in the resolution of local-
through-global environmental issues.’’*

Washington state’s Framework for Envi-
ronmental Education asks teachers to *‘fos-
ter the idea that involvement in the political
and legal process is paramount to resolving
environmental issues.’’?’

In Arizona, one of the leaders in the
environmental education movement, the
state law passed in 1990 encouraged political
activism by giving teachers the authority to
“‘encourage civic and social responsibility
toward environmental issues.’’ This provi-
sion of the statute was-used to justify stu-
dents engaging in political activism. Fortu-
nately in 1994, the state legislature struck
this provision from the law and inserted the
requirement that all environmental educa-
tion must be based on sound science and
economics.

Conclusion

There is nothing wrong with teaching
students about environmental issues, but
they should be taught the true scientific and
economic complexity of these issues. There
is nothing wrong with teaching children
about the workings of the political system by
getting them personally involved in political
issues. What is wrong is to use biased and
misleading information about environmen-
tal issues such as acid rain, global warming,
and the so-called population crisis to recruit
children as shock troops in a crusade to
support a particular political agenda. Most
educators would admit that this is not edu-
cation. This has more in common with

political indoctrination and does not belong
in our schools. [l
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The Devastating Effect of the
Annenberg Grants

by Gary Lamb

t a White House ceremony in Decem-

ber 1993, retired publisher and diplo-
mat Walter Annenberg pledged $500 mil-
lion to public education over the next five
years.

Three national organizations will share
$115 million of the grant, one of which is the
newly founded Annenberg Institute for
School Reform at Brown University,
headed by Theodore Sizer. In addition,
groups from the following four cities have
secured $50 million matching grants: New
York, Chicago, Los Angeles, and Philadel-
phia. In general, the grant money is intended
to support school-based renewal within the
public school system.

The focus of this article is not the possible
effects the grant will have on public educa-
tion but the very real effects such a gift has
on private education.

Elementary and secondary private edu-
cation in the United States depends almost
exclusively on private-sector money: indi-
viduals, corporations, and foundations. The
public school system, of course, virtually
monopolizes the tax money used for the
education of children. But over the last
twenty years or so public school advocates
have not been satisfied with the vast depth
of the public coffers. They have become
increasingly effective in securing additional

Mr. Lamb works at The Social Renewal Foun-
dation, Inc., Philmont, New York.

financial support directly from private
sources.

One of the techniques they use to garner
this additional support is to play up how bad
public schools are and then continually
remind the business community that most of
the future work force is educated in these
failing schools.

Just as the proponents of public education
have zealously guarded public monies, they
have now begun to view the private philan-
thropic dollar as their own. It has reached
the point that if an individual or organiza-
tion publicly announces a contribution of a
few thousand dollars to a privately funded
voucher program to enable low-income
families to send their children to a private
school, public school supporters cry foul.
They consider it a bad precedent that should
not be duplicated because such contribu-
tions divert money and attention away from
public education, which desperately needs
all the help it can get.

Assuming no increase in philanthropic
giving, when the insatiable public education
system begins winning private gift money
for its purposes, it takes money away from
an important source of support for private
education. .

The negative effect of Annenberg’s grant
on private education is not limited to the
fact that he didn’t award any of the $500
million to private schools. The grants are
matching grants. For example, in order to
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receive his $50 million grant, the New York
City coalition must raise another $100 mil-
lion: $50 million from private sources and
$50 million from public funds. This means
that the private sector in the New York City
area is going to be directly pressured to
come up with an additional $50 million and
taxed for yet another $50 million. One hun-
dred million dollars sucked out of the local
community doesn’t bode well for private
education or any private-sector charitable
cause.

Imagine for a moment—admittedly, we
can only imagine this now—that Walter
Annenberg decided the best thing he could
do for the poor and disadvantaged children
in this country was to donate $500 million to
private education. Let’s say that he offered
supporters of private education in 20 Amer-
ican cities an average of $25 million each

(amounts depending on population) in

matching grant money to set up privately
funded programs that provide tuition-aid
grants for low-income families. This is pre-
cisely the kind of opportunity private edu-
cation needs to overcome its image of elit-
ism and to show, if given the financial
resources, it can provide the basis for ad-
dressing the educational needs of the poor
and the rich alike where public education
has failed.

Just imagine what kind of media attention
such a gift would have drawn, and what an
opportunity it would also have been to
promote parental choice and educational
freedom as opposed to governmental reform
programs.

I have not read or heard of any response
on behalf of private education regarding the
Annenberg grant. If a similar grant, even
one of one-tenth the size, had been awarded
to private education as a movement, every
major newspaper in the country would have
been filled with protests from the public
education establishment.

Public school advocates fear that private
education might have the opportunity on a
widespread basis to show it can address the
needs of all types of children, including the

disadvantaged, in ways that the public
schools cannot. They also are afraid that
private education in general will gain rec-
ognition as a way of life.

One of the reasons private education has
not won over such benefactors as Annen-
berg is that there has been no coordinated
presentation of private education as the real
basis on which our nation’s educational
problems can be solved. While private ed-
ucation does not guarantee a good educa-
tion, it has a degree of independence and
freedom from government control—charac-
teristics essential for good schooling.

Government funding is inefficient and in-
effective. This would also apply to any
government-funded voucher program. It
couldn’t redistribute the money as effi-
ciently or as effectively as a foundation. Nor
will government voucher programs be able
to curb the government’s desire to regulate
and control education. Private voucher pro-
grams, however, are proving to be models of
simplicity and efficiency. The private
voucher programs have also shown it is
possible in the private sector to provide
money without taking away the freedom of
the schools and that poor parents can make
responsible decisions concerning their chil-
dren’s education without the government’s
help or interference.

Some say that private schools will always
have to defend themselves from state regu-
lation, regardless of whether they accept
money from the government or not. This
may be true, but in the long run the best and
only defense for private education is finan-
cial independence from the government.
The strength of this defense will increase as
the financial independence of individual
schools and the size of the private school
movement increases. The gradual transition
from government-welfare schooling to inde-
pendent, private education can begin with
many small endeavors.

Let private sector money flow to private
voucher foundations, directly to schools, or
to families: by whatever means best suits the
situation. O



Potomac Principles

by Doug Bandow

Paying for Other
People’s Politics

or decades the federal government has

been inexorably expanding its power,
spending, taxing, and regulating almost at
will. It was bad enough that Uncle Sam
promiscuously redistributed people’s in-
comes to meet one alleged public need or
another. Even worse has been Congress’
readiness to use taxpayer resources for
explicitly political purposes. Washington
currently provides advocacy groups with
some $39 billion annually. Report Marshall
Wittmann and Charles Griffin of the Heri-
tage Foundation: ‘“‘Over the past forty
years, Congress has helped create a vast
patronage network of organizations that
enjoy tax-preferred status, receive federal
funds, and engage in legislative or political
advocacy.”

The beneficiaries of federal largesse read
like a Who’s Who of advocates of big gov-
ernment. For instance, labor unions receive
millions of dollars annually in grants—
between mid-1993 and mid-1994 the Team-
sters collected $3.5 million and the AFL-
CI10 pocketed $2 million. The American Bar
Association grabbed $2.2 million over the
same period. The Child Welfare League of
America received $260,000; the Environ-
mental Defense Fund collected $515,000.
The National Council of Senior Citizens,
which gets an incredible 96 percent of its
revenues from Uncle Sam, grabbed $71.5
million, while the AARP, the prime lobbying

Mr. Bandow is a Senior Fellow at the Cato
Institute and the author of The Politics of Envy:
Statism as Theology (Transaction).

force behind cash-consuming, bankruptcy-
headed Social Security, collected $73.7 mil-
lion. Other beneficiaries include the League
of Women Voters, Planned Parenthood,
Families USA, World Wildlife Fund, Con-
sumer Federation of America, American
Nurses Association, United Auto Workers,
and AFSCME.

Virtually every department and agency in
government contributes its share to the
plunder: Labor, Education, Health and Hu-
man Services, Interior, EPA, and more.
One of the most abusive bureaucracies is the
Legal Services Corporation (LSC), which,
in the name of representing the poor, has
used taxpayer funds to oppose state and
federal initiatives to cut spending, trim reg-
ulations, and reduce taxes. Americans are
paying twice—first for LSC grants, and
second for the bigger government promoted
by LSC grantees.

Even the theoretically best of congres-
sional intentions is often perverted by fed-
eral grantors and activist grantees. For in-
stance, in the name of preventing alcohol
abuse the Department of Health and Human
Services, through the Center for Substance
Abuse Prevention (CSAP), has used public
funds to promote media and political cam-
paigns for higher alcohol excise taxes, re-
strictions on advertising, and destruction of
private billboards. At times officials appear
to have skirted the ban on taxpayer-funded
lobbying, violating the spirit if not the letter
of existing law.

According to CSAP, its programs ‘‘are
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designed to help eliminate or reduce alco-
hol, tobacco, and other drug problems in
our society.”” Few could disagree with such
a goal in theory. In practice, however,
CSAP is interested in far more than sub-
stance abuse. All too often the agency has
interpreted its mission—through its grant
process, research support, organizational
activities, and public pronouncements—as
organizing local groups to attack people’s
drinking preferences.

For instance, CSAP has lavished federal
largesse on the Marin Institute. The Insti-
tute does far more than discourage problem
drinking. The organization explains that
“‘effective prevention must incorporate
principles of social justice and a special
focus on populations that have been tradi-
tionally disenfranchised”’ and emphasizes
that it develops ‘‘new resources and strat-
egies that are on the forefront of the pre-
vention field and that do not shrink from
controversy.”’ Similarly, Institute Senior
Fellow James Mosher has written that ‘‘the
new alcohol policy movement offers the
entire public health field the opportunity to
reach new constituencies.’’ This approach,
he adds, ‘“‘provides the means to build a
coalition for broad social change in regard to
health policy.”

Politics is not merely a byproduct of
CSAP grants to the Marin Institute, which
promotes state and national networks of
community activists and exhorts them to
take political action. Politics often appears
to be the agency’s goal. CSAP provided
nearly one million dollars between 1990 and
1993 for the Marin Institute’s Youth Alcohol
Environment On-Line Information Project.
This federally-subsidized ‘‘media advoca-
cy’’ project, explained the Institute’s grant
proposal, ‘‘tries to reframe health issues to
focus on industry practices as a primary
problem, exposing them as exploitive and
unethical.”’ Indeed, the Institute stated that
this project would have been useful in han-
dling past queries from local ‘‘alcohol con-
trol activists”’ about such issues as the
industry’s response to activists’ positions,
industrial ownership patterns, the back-
ground of industry spokesmen, industry

promotional expenditures, and likely indus-
try arguments. These sorts of questions
have nothing to do with health concerns or
substance abuse; rather, they involve polit-
ical attacks on the alcohol industry and the
very idea of social drinking.

The University Research Corporation
(URC) of Bethesda, Maryland, another
agency grantee, put together a set of ‘‘media
advocacy case studies’’ at CSAP’s behest.
The report highlighted activists’ use of the
media in ‘‘reducing the presence of alcohol
and tobacco advertising and sales in their
neighborhoods.”” CSAP’s underlying polit-
ical agenda was clear: local activists ‘‘had to
take on government and business. In some
cases, they changed or created city and local
ordinances. In other cases, they changed the
policies and practices of advertising com-
panies, stores, and even manufacturers.”’

Among the examples compiled at tax-
payer expense was a San Diego campaign,
involving ACT UP, among other gay
groups, to link alcohol with the transmission
of AIDS, increase alcohol excise taxes,
expand condom availability, and eliminate
advertising tying alcohol to sex. The report
quotes one local activist who explained that:
‘‘We need sex, kids, gays, motion, emotion,
and real university researchers.”” CSAP has
also promoted a group of so-called guerrilla
artists with an unprintable name who deface
private billboards that feature alcohol ad-
vertising. The group, reported CSAP, “‘did
not fear taking on corporate America.”
Since 1989 the group has illegally altered
41 billboards, painting their own messages.
CSAP went on to list the ‘‘lessons learned,””
including that ‘‘sensationalism makes
news’’ and ‘‘even with a sensational event,
careful planning is necessary.”’

Local groups are free to attack the alcohol
industry, of course. But why is the federal
government using tax money to promote
such activities? In the name of restraining
substance abuse, political activists, aided by
the federal government, are lobbying local
officials to interfere with responsible drink-
ing by the vast majority of Americans—and
taxpayers.

CSAP also touts the importance of media
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advocacy training for its own staffers and
local activists. The agency assists political
activists in other ways. For instance, CSAP
helped develop and promote the National
Prevention League (recently renamed the
National Drug Prevention League). Federal
money has also been used to assist activists
in attending NDPL functions, even though
the League considers itself to be a ‘‘super-
group’’ advocacy organization that, among
other things, lobbies Congress on CSAP’s
behalf. According to Dr. Michael Dana,
CSAP’s Director of the Office of Intergov-
ernmental and External Affairs, the NDPL
“‘will create mechanisms to discuss ways to
educate the appropriate individuals, to
make the case that prevention is the way to
have an effect on drug use over the long
haul.”” Among the ‘‘appropriate individu-
als’’ are congressmen and congresswomen.
As Executive Director Sue Rusche put it:
‘““Hardly anybody understands what pre-
vention is, and certainly that has to apply to
the United States Congress.”’

In fact, two years ago CSAP (then the
Office for Substance Abuse Prevention) was
reprimanded by the General Accounting
Office for illicit political activities. Were it
concerned about the law, the agency should
have been exercising greater caution in its
own activities and tighter oversight of its
grantees’ projects. Instead, the Center
seems intent on operating as close to the line
of illegal lobbying as possible.

The case for cutting the federal budget is
clear enough. The case for eliminating grant
money for political activists is even clearer.
As Thomas Jefferson put it: ‘““To compel a
man to furnish funds for the propagation
of ideas he disbelieves and abhors is sinful
and tyrannical.”’ It is time that taxpayers,
rather than legislators, decided which
groups they want to support. Democracy
means very little if influential interests are
able to regularly raid taxpayers’ wallets to
underwrite their political campaigns and
lobbying activities. O

Economic Winners Deserve to
Be Respected, Not Vilified

by Mark J. Perry

any people deplore the fact that the

top 20 percent of U.S. households
account for 55 percent of the nation’s after-
tax income, and the top one percent own
nearly 40 percent of the country’s wealth.
Such inequality seems to offend some sense
of justice and fairness and this prompts
policies to tax the rich and redistribute
income to people on the bottom. The very

Dr. Perry is Assistant Professor of Economics at
Jacksonville University and Director of the Cen-
ter for World Capitalism of the James Madison
Institute.

nature of the U.S. progressive income tax is
intended to tax the rich at increasingly
higher rates to achieve a more ‘‘equitable”
distribution of income.

In discussions on equality, we often do
not define our terms well. Most of us would
agree that equality of opportunity is desir-
able. But, equality of opportunity in no way
guarantees that outcomes will be equal. In
fact, inequality of outcomes is the natural
and expected result of any fair, competitive
process, whether the competition is for Olym-
pic medals, Nobel Prizes, grades, or dollars.
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For example, in the 1992 summer Olym-
pic games, almost 100 countries competed in
over 230 individual and team events in 26
different sports. In all, 815 gold, silver, and
bronze medals were awarded. The countries
that received the most medals represented
only ten percent of the total number of
countries that competed. Yet that top ten
percent won more than 65 percent of the
total medals awarded. The top 20 percent of
the countries won more than 85 percent of
the total medals awarded.

An analysis of Nobel Prizes awarded in
the four science categories—physics, chem-
istry, medicine, and economic science—
also shows a dramatic inequality of out-
come. Since 1901 there have been 447 Nobel
Prizes awarded to individuals from over 30
countries. Three countries (United States,
Great Britain, and Germany) earned almost
300 Nobel awards. In other words, the top
10 percent of the countries receiving awards
got 67 percent of the total Nobel Prizes. The
top 20 percent (United States, England,
Germany, France, Sweden, and Switzer-
land) earned over 80 percent of the total
prizes granted.

As long as everyone is free to compete in
afair contest with well-defined rules, no one
is offended by the inequality of outcomes at
the Olympics or in Nobel Prize competition.
No one ever seriously suggests that Olympic
medals or Nobel Prizes (with the possible
exception of the prize for literature and
peace) be redistributed to achieve ‘‘equality
of outcome.”’

'~ Why then do people object to an unequal

distribution of income or wealth? The re-
sults of income distribution conform very
closely to the inequalities outlined above in
the Olympics and for Nobel Prizes. An
unequal distribution of income is a natural
and expected outcome—just like the un-
equal distribution of Olympic medals or
Nobel Prizes. The economy is a competitive
marketplace and there will always be people
who excel in business, science, or the arts.
Through some combination of skill, persever-
ance, hard work, and luck, successful people
like Bill Gates, Oprah Winfrey, and Michael
Jordan make more in a year than most of
us make in a lifetime. But then the United
States usually wins more Nobel Prizes in a
year than Japan has won all century.

Taxing the most successful people in our
society and redistributing income to the
most unproductive members of society is
not a solution to the so-called evils of
income inequality. Redistribution through
a punitive, progressive tax system harms
everyone—it makes the richest, most suc-
cessful people less productive and the least
productive people even less productive. In
the same way that redistributing Olympic
medals would weaken and undermine ath-
letic competition, income redistribution
weakens our economic system.

The medal winners of the Olympics and
the Nobel Prize winners are honored, re-
spected, and admired. We should pay the
same respect to the winners and true heroes
of the free enterprise system—the success-
ful business people at the top of the eco-
nomic ladder. O
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Why They’re
Mad

by Sarah J. McCarthy

he most incredible question to arise

from the horror in Oklahoma City is not
that a lunatic or two could engage in an
atrocity, but why 1,000 people in February
1995 felt the need to attend a meeting with
speakers from the Michigan Militia in the
sleepy Norman Rockwell town of Mead-
ville, Pennsylvania.

The first time I'd heard of the rural rage
that is sweeping the mountains and prairies
of the American West like a wildfire was
from Kathleen Marquardt, Montana resi-
dent and author of AnimalScam. ‘*Militias
are sprouting up all over,’’ she said. “We’re
truly on the verge of a revolution.”

“They’re ready to start shooting out
West,”” said Ms. Marquardt. ‘‘People in
Idaho are strapping on their guns and talking
about secession. It’s not to be pooh-poohed.
I know that people have threatened federal
prosecutors.’’ Ms. Marquardt followed this
with an urgent plea for concerned lawyers
to help with a problem that has arisen in
*‘Heaven-on-Earth, Montana.”’

If one dismisses this rural rage as just
some rabid reaction to radio talk shows
or a childish national tantrum, rather than
trying to understand it, one would be making
the same mistake as those who ignored the
widespread unrest about the Vietnam war
and blamed it on Jane Fonda. When a goodly
number of Americans coast-to-coast are

Ms. McCarthy has been published in Barron’s,
Forbes, and The New Quotable Woman.

angry, as we saw in the anti-Vietnam war
and the civil rights movements, they usually
have some very good reasons.

Living in Last Chance Gulchnear Helena,
Montana, Kathleen Marquardt described her
transformation from an apolitical mother
to an angry ‘‘grassroots rabble-rouser’’ the
day that her daughter came home in tears,
vowing never to return to school. An animal
rights group, she said, was visiting her
daughter’s school for a week to convince the
children of ranchers, farmers, and hunters
that their parents were murderers. Ms. Mar-
quardt’s daughter began crying when she
was told in front of the entire class that
because her mother was a hunter, she was
also a murderer.

“The children weren’t told,”” says Ms.
Marquardt ‘‘that ranchers and farmers put
the food on America’s tables, that ranchers
and miners and loggers provide their clothes
and products that build their homes and
schools, cars, and video games.”’ Ms. Mar-
quardt became an activist, founding a group
she calls ‘‘Putting People First.”’

Protecting Owls, Endangering
People

The Endangered Species Act, which en-
ables the federal government to take control
of private property without compensation,
is among the most controversial of environ-
mental regulations angering farmers and
ranchers. A law innocently devised to pro-
tect owls and wolves is playing a major part
in fermenting a rural revolution.

Tales abound of people like Margaret
Rector, a 74-year-old woman, who in 1973
purchased 15 acres of land near Austin,
Texas, that was bought with her life sav-
ings and intended for her retirement income.
The U.S. Fish and Wildlife Service, how-
ever, had other plans for her small farm. In
1991 they decided that her land was a
suitable habitat for the Golden Cheeked
Warbler. As a result, Mrs. Rector’s land,
previously assessed at $800,000 is now un-
usable for development, and is worth a mere
$30,000. The only thing Mrs. Rector can do
with her land is pay taxes.
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Radical green politics and animal rights
extremism is the New Age socialism, says
Kathleen Marquardt, citing examples of
environmentalists who are unyielding in
their disdain for property rights. Even en-
vironmentalists considered moderate, such
as Peter Berle, President of the Audubon
Society, has said, ‘“We reject the idea of
private property.’’

Grizzly bears and wolves and spotted
owls now take precedence over human be-
ings in the mountains and prairies of the
West, say farmers and ranchers. Bears and
wolves have been reinstated into their
former habitats amongst farms and ranches,
and it’s estimated that spotted owl regula-
tions will result in the loss of 72,000 logging
jobs in Washington, Oregon, and California.

“If a wolf or grizzly threatens your
sheep,’” says Ms. Marquardt, ‘‘you have ten
days to ameliorate the situation. If it is not
resolved by then, then YOU get out. People
of Idaho are strapping on their guns and
saying, ‘We’re not leaving.” The next time
representatives from New York’s silk stock-
ing district release wolves onto our lands,
we’re gonna release them in Central Park!”’

To people who have lost control of their
basic values, property, schools, and in-
comes to Ivy League values and Big Gov-
ernment social-engineering projects, para-
noia about One-World-Government is just a
baby step, or perhaps a couple of umbrella
steps, away. ‘‘We're just sick of our values
being under attack,’’ says the editor of Farm
Times, a newspaper in Rupert, Idaho. Para-
noia in the Heartland of America has been
generated more by the warrior mentality of
federal regulatory agencies than by radio
talk shows.

Former Senator George McGovern, ap-
pearing on C-Span a few days after the
tragedy in Oklahoma City, derided the atti-
tudes of people he called *‘gun nuts,”’ saying
that anyone who is against the Brady Bill is,
by definition, a ‘‘gun nut.”’ Guns, however,
seem to look very different to the folks who
inhabit the vast wilderness of the West than
they do to urban subway riders. Miles from
butcher shops and police departments, their

guns are instruments of survival, food, and
protection.

In a society that watched an almost total
collapse of law and order in Los Angeles,
and a criminal justice system that has trou-
ble keeping violent offenders in jail, the
habitually self-reliant people of the West
believe that they have no one to rely on but
themselves.

Guns are seen to be one of their few
remaining vestiges of power, security, and
safety in a political atmosphere that stereo-
types them as Forrest Gumps from flyover
country. Rural people say they are losing
their farms, homes, retirement nests, and
basic values to a federal government that is
micromanaging their lives at every turn. As
you listen to them, they sound like people
with their backs to the wall. *‘If we want to
preserve Western culture,”’ said Kathleen
Marquardt, ““we’re gonna have to fight for
it.”

The executive branch and its regulatory
agencies have been operating in a search-
and-destroy mode against American citi-
zens who are on the wrong side of the liberal
political agenda. Doctors, pharmaceutical
companies, construction firms, tire compa-
nies, restaurants, ranchers, farmers, min-
ers, radio shows, and small businesses have
felt the heavy hand of Big Government and
its big fines and verbal assaults. ‘*We must
identify our enemies and drive them into
oblivion,”” said Bruce Babbitt, before he
was appointed Secretary of Interior. ‘‘Free-
loaders’’ and “‘profiteers’’ and ‘‘whores for
the insurance industry”’ are a few of the
epithets Washington heavies have hurled
at their political opposition in mainstream
America.

As representatives from the current ad-
ministration tour the country pointing fin-
gers at radio talk show hosts, and militias,
their own incendiary rhetoric and heavy-
handed policies have been inflaming people
like a matchstick set to dry prairie grass.
Let’s hope they will not wait as long as
previous Establishment officials, such as
Robert McNamara, to recognize the error of
their ways. |
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The Big Apple: Cigarettes
and Central Planners

by Ralph R. Reiland

“People should be free to settle things
on their own,”” Jimmy Duke tells a
New York Times reporter. Duke owns
Drake’s Drum, a restaurant on Second Av-
enue at 90th Street in New York City.

What has Mr. Duke talking about individ-
ual freedom is Local Law 5, a new city
ordinance that outlaws smoking in all res-
taurants with 35 or more seats, except at the
bar (if they have one). Duke, a nonsmoker,
has just tossed out over half of his dining
room chairs in order to seat precisely 34
customers.

Duke may be auctioning off his final 34
chairs if the Coalition for a Smoke Free City
gets its way. The Coalition is seeking to
eliminate the size exemption and expand the
smoke-free mandate to every eating and
drinking establishment.

Duke’s restaurant, renamed, is now
Drake’s Drum—The Smoke Inn. Illustrating
the Law of Unintended Consequences, any
health risks from secondhand smoke at
Drake’s, with its now higher concentration
of smokers, will most likely be increased
because of Local Law 5. “Why should
bureaucrats get involved?”’ Duke asks. “‘1
run a pub. I don’t do behavior modifica-
tion.”’

For outdoor diners in New York City’s
sidewalk cafes, Local Law 5 decrees that
Ralph Reiland, Associate Professor of Econom-

ics at Robert Morris College, owns Amel’s Res-
taurant in Pittsburgh, Pennsylvania.

only 25 percent of the customers can be
smoking at any one time. Pedestrians, walk-
ing by the cafe tables, can smoke in any
percentages. )

After the first month of operating under
the smoking ban, a poll of 1,000 New York
City restaurant owners shows 81 percent
saying that Local Law 5 represents ‘‘over-
regulation of small business,”’ and 55 per-
cent saying that their sales had declined.

Multiple Chemical Sensitivity may be
Jimmy Duke’s next headache. Allegedly,
for folks with MCS, a whiff of secondhand
perfume can bring on anything from a head-
ache to cardiac arrest. If the hostess at
Drake’s Drum seats too many heavily fra-
granced customers at one time, Duke may
end up as a co-defendant in a manslaughter-
by-environment lawsuit.

Emboldened by the enactment of Local
Law 5, anti-smoking activist Nancy Cole-
man says, ‘‘We can now redirect our efforts
to the area of toxins and fragrances.”” The
New York Post reports that perfume wear-
ers already face restrictions in San Fran-
cisco. Charcoal grills may be next on Ms.
Coleman’s list.

The Market at Its Best

In Manhattan’s NYNEX Yellow Pages,
religious organizations fill only three-quar-
ters of one page. The city’s restaurant list-
ings, starting on the next page, go on for 28
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pages of tiny print, beginning with Abyssinia
Ethiopian Restaurant and ending with Zut-
to’s on Hudson.

There are nearly 300 restaurants listed on
each of those 28 phone directory pages, with
atotal of more than 8,000 restaurants in New
York City. It’s the free market at its best—a
creative, competitive, and thriving industry,
providing superb opportunities to entrepre-
neurs and an infinite array of choices to
customers.

If there’s any industry that is fully capable
of self-regulating itself regarding smoking,
while meeting the needs of its varied clien-
tele without new laws, surely it’s the New
York City restaurant business. With over
8,000 restaurants, owned by people who
know that they profit most through satisfy-
ing their customers, it seems clear that the
market is thoroughly adept at adjusting to
customers who prefer a smoke-free envi-
ronment, if they request it, and equally
capable of catering to others who wish to
have a cigarette after dinner.

The Russian Tea Room, for instance, has
two floors of dining rooms, each with well
over 35 seats. Rather than entirely outlaw-
ing smoking on both floors, as Local Law 5
mandates, why not permit the owners of the
restaurant to designate one floor as smoking
and the other as non-smoking, if that’s what
their patrons wish?

Other restaurant owners could fully ban
smoking, but that would be purely a decision
by the owners, not a city-wide regulation. In
the end, the result might be 3,000 smoke-
free restaurants, 2,500 restaurants that don’t
regulate smoking, and 2,500 that had sepa-
rate accommodations for smokers and non-
smokers, all dictated primarily by the mar-
ket.

That would hardly be a dilemma when
tourists stopped at the hotel concierge to ask
for a good Chinese restaurant. ‘‘Let’s see,
we have 106 good ones that are smoke-free
and 92 where you’re permitted to smoke.
The best dozen or so are marked with a
star.”’ O
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IDEAS ON LIBERTY
—

William Penn—America’s
First Great Champion for
Liberty and Peace

by Jim Powell

illiam Penn was the first great hero of

American liberty. During the late sev-
enteenth century, when Protestants perse-
cuted Catholics, Catholics persecuted Prot-
estants, and both persecuted Quakers and
Jews, Penn established an American sanc-
tuary which protected freedom: of con-
science. Almost everywhere else, colonists
stole land from the Indians, but Penn trav-
eled unarmed among the Indians and nego-
tiated peaceful purchases. He insisted that
women deserved equal rights with men. He
gave Pennsylvania a written constitution
which limited the power of government,
provided a humane penal code, and guar-
anteed many fundamental liberties.

For the first time in modern history, a
large society offered equal rights to people
of different races and religions. Penn’s dra-
matic example caused quite a stir in Europe.
The French philosopher Voltaire, a cham-
pion of religious toleration, offered lavish
praise. ‘‘William Penn might, with reason,
boast of having brought down upon earth the
Golden Age, which in all probability, never

Mr. Powell is editor of Laissez-Faire Books and
Senior Fellow at the Cato Institute. He has
written for The New York Times, The Wall Street
Journal, Barron’s, American Heritage, and more
than three dozen other publications. Copyright ©
by Jim Powell.

had any real existence but in his domin-
ions.”

Penn was the only person who made
major contributions to liberty in both the
New World and the Old World. Before he
conceived the idea of Pennsylvania, he be-
came the leading defender of religious tol-
eration in England. He was imprisoned six
times for speaking out courageously. While
in prison, he wrote one pamphlet after
another, which gave Quakers a literature
and attacked intolerance. He alone proved
capable of challenging oppressive govern-
ment policies in court—one of his cases
helped secure the right to trial by jury. Penn
used his diplomatic skills and family con-
nections to get large numbers of Quakers out
of jail. He saved many from the gallows.

Despite the remarkable clarity of Penn’s
vision for liberty, he had a curious blind spot
about slavery. He owned some slaves in
America, as did many other Quakers. Anti-
slavery didn’t become a widely shared
Quaker position until 1758, 40 years after
Penn’s death. Quakers were far ahead of
most other Americans, but it’s surprising
that people with their humanitarian views
could have contemplated owning slaves at
all. -

There were just two portraits of Penn
painted during his lifetime, one depicting
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him as a handsome youth, the other as a
stout old man. A biographer described
young Penn’s ‘‘oval face of almost girlish
prettiness but with strong features, the
brusqueness of the straight, short nose in
counterpoint to the almost sensuous mouth.
What gives the face its dominant character
are the eyes, burning with a dark, luminous
insistence ... it is known from verbal
descriptions that Penn was fairly tall and
athletic. Altogether, the young man must
have been both handsome and impressive.”’

William Penn was born on October 14,
1644, in London. The most specific descrip-
tion of his mother, Margaret, came from a
neighbor, the acid-tongued diarist Samuel
Pepys who described her as ‘‘well-looked,
fat, short old Dutch woman, but one who
hath been heretofore pretty handsome.”’
She did the child-rearing, since her husband,
William Penn Sr., was seldom at home. He
was a much sought-after naval commander
because he knew the waters around Eng-
land, could handle a ship in bad weather
and get the most from his crew. Admiral
Penn had a good personal relationship with
Stuart kings and for a while served their
most famous adversary, the Puritan Oliver
Cromwell.

Left mostly to himself, young William
became interested in religion. He was
thrilled to hear a talk by Thomas Loe, a
missionary for the Society of Friends—
derisively known as Quakers. Founded in
1647 by the English preacher George Fox,
Quakers were a mystical Protestant sect
emphasizing a direct relationship with God.
An individual’s conscience, not the Bible,
was the ultimate authority on morals. Quak-
ers didn’t have a clergy or churches. Rather,
they held meetings where participants med-
itated silently and spoke up when the Spirit
moved them. They favored plain dress and
a simple life rather than aristocratic affec-
tation.

After acquiring a sturdy education in
Greek and Roman classics, Penn emerged as
a rebel when he entered Oxford University.
He defied Anglican officials by visiting John
Owen, a professor dismissed for advocating
tolerant humanism. Penn further rebelled by

protesting compulsory chapel attendance,
for which he was expelled at age 17.

His parents sent him to France where he
would be less likely to cause further embar-
rassment, and he might acquire some man-
ners. He enrolled at I’Académie Protes-
tante, the most respected French Protestant
university, located in Saumur. He studied
with Christian humanist Moise Amyraut,
who supported religious toleration.

Back in England by August 1664, Penn
soon studied at Lincoln’s Inn, the most
prestigious law school in London. He
learned the common law basis for civil
liberties and gained some experience with
courtroom strategy. He was going to need it.

Admiral Penn, assigned to rebuilding the
British Navy for war with the Dutch, asked
that his son serve as personal assistant.
Young William must have gained a valuable
inside view of high command. Admiral Penn
also used his son as a courier delivering
military messages to King Charles I1. Young
William developed a cordial relationship
with the King and his brother, the Duke of
York, the future King James II.

Penn’s quest for spiritual peace led him to
attend Quaker meetings even though the
government considered this a crime. In
September 1667, police broke into a meeting
and arrested everyone. Since Penn looked
like a fashionable aristocrat rather than a
plain Quaker, the police released him. He
protested that he was indeed a Quaker and
should be treated the same as the others.
Penn drew on his legal training to prepare a
defense. Meanwhile, in jail he began writing
about freedom of conscience. His father
disowned him, and young Penn lived in a
succession of Quaker households. He
learned that the movement was started by
passionate preachers who had little educa-
tion. There was hardly any Quaker litera-
ture. He resolved to help by applying his
scholarly knowledge and legal training. He
began writing pamphlets, which were dis-
tributed through the Quaker underground.

In 1668, one of his hosts was Isaac Pen-
ington, a wealthy man in Buckinghamshire.
Penn met his stepdaughter Gulielma Spring-
ett, and it was practically love at first sight.
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Poet John Milton’s literary secretary Tho-
mas Ellwood noted her ‘‘innocently open,
free and familiar Conversation, springing
from the abundant Affability, Courtesy and
Sweetness of her natural Temper.”” Penn
married Gulielma on April 4, 1672. She was
to bear seven children, four of whom died
in infancy.

Meanwhile, Penn attacked the Catholic/
Anglican doctrine of the Trinity, and the
Anglican bishop had him imprisoned in the
notorious Tower of London. Ordered to
recant, Penn declared from his cold isolation
cell: ““My prison shall be my grave before
I will budge a jot; for I owe my conscience
to no mortal man.”” By the time he was
released seven months later, he had written
pamphlets defining the principal elements
of Quakerism. His best-known work from
this period: No Cross, No Crown, which
presented a pioneering historical case for
religious toleration.

The Conventicle Act

He wasn’t free for long. To curb the
potential power of Catholics, notably the
Stuarts, Parliament passed the Conventicle
Act, which aimed to suppress religious dis-
sent as sedition. But the law was applied
mainly against Quakers, perhaps because
few were politically connected. Thousands
were imprisoned for their beliefs. The gov-
ernment seized their properties, including
the estate of his wife’s family.

Penn decided to challenge the Conventi-
cle Act by holding a public meeting on
August 14, 1670. The Lord Mayor of Lon-
don arrested him and his fellow Quakers as
soon as he began expressing his noncon-
formist religious views. At the historic trial,
Penn insisted that since the government
refused to present a formal indictment—
officials were concerned the Conventicle
Act might be overturned—the jury could
never reach a guilty verdict. He appealed
to England’s common-law heritage: ‘‘if
these ancient and fundamental laws, which
relate to liberty and property, and which
are not limited to particular persuasions in
matters of religion, must not be indispens-

ably maintained and observed, who then
can say that he has a right to the coat on
his back? Certainly our liberties are to be
openly invaded, our wives to be ravished,
our children slaved, our families ruined,
and our estates led away in triumph by every
sturdy beggar and malicious informer—as
their trophies but our forfeits for con-
science’s sake.”

The jury acquitted all defendants, but the
Lord Mayor of London refused to accept
this verdict. He hit the jury members with
fines and ordered them held in brutal New-
gate prison. Still, they affirmed their verdict.
After the jury had been imprisoned for about
two months, the Court of Common Pleas
issued a writ of habeas corpus to set them
free. Then they sued the Lord Mayor of
London for false arrest. The Lord Chief
Justice of England, together with his 11
associates, ruled unanimously that juries
must not be coerced or punished for their
verdicts. It was a key precedent protecting
the right to trial by jury.

Penn had become a famous defender of
liberty who could attract several thousand
people for a public talk. He traveled in
Germany and Holland to see how Quakers
there were faring. Holland made a strong
impression because it was substantially
free. It was a commercial center where
people cared mainly about peaceful coop-
eration. Persecuted Jews and Protestants
flocked to Holland. Penn began to form a
vision of a community based on liberty.

He resolved to tap his royal connections
for his cause. With the blessing of King
Charles II and the Duke of York, Penn
presented his case for religious toleration
before Parliament. They would have none of
it because they were worried about the
Stuarts imposing Catholic rule on England,
especially since the Duke of York had con-
verted to Roman Catholicism and married
a staunch Catholic.

The Founding of Pennsylvania

Penn became convinced that religious
toleration couldn’t be achieved in England.
He went to the King and asked for a charter
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enabling him to establish an American col-
ony. Perhaps the idea seemed like an easy
way to get rid of troublesome Quakers. On
March 4, 1681, Charles II signed a charter
for territory west of the Delaware River and
north of Maryland, approximately the
present size of Pennsylvania, where about a
thousand Germans, Dutch and Indians lived
without any particular government. The
King proposed the name ‘‘Pennsilvania’
which meant ‘‘Forests of Penn’’—honoring
Penn’s late father, the Admiral. Penn would
be proprietor, owning all the land, account-
able directly to the King. According to
traditional accounts, Penn agreed to cancel
the debt of £16,000 which the government
owed the Admiral for back pay, but there
aren’t any documents about such a deal. At
the beginning of each year, Penn had to give
the King two beaver skins and a fifth of any
gold and silver mined within the territory.

Penn sailed to America on the ship Wel-
come and arrived November 8, 1682. With
assembled Friends, he founded Philadel-
phia—he chose the name, which means
*‘city of brotherly love’” in Greek. He ap-
proved the site between the Delaware and
Schuylkill rivers. He envisioned a 10,000-
acre city, but his more sober-minded
Friends thought that was overly optimistic.
They accepted a 1,200-acre plan. Penn
named major streets including Broad,
Chestnut, Pine, and Spruce.

Penn was most concerned about develop-
ing a legal basis for a free society. In his First
Frame of Government, which Penn and
initial land purchasers had adopted on April
25, 1682, he expressed ideals anticipating
the Declaration of Independence: ‘‘Men
being born with a title to perfect freedom
and uncontrolled enjoyment of all the rights
and privileges of the law of nature . . . no
one can be put out of his estate and sub-
jected to the political view of another, with-
out his consent.”’

Penn provided that there would be a
governor—initially, himself—whose pow-
ers were limited. He would work with a
Council (72 members) which proposed leg-
islation and a General Assembly (up to 500
members) which either approved or de-

feated it. Each year, about a third of mem-
bers would be elected for three-year terms.
As governor, Penn would retain a veto over
proposed legislation.

His First Frame of Government provided
for secure private property, virtually un-
limited free enterprise, a free press, trial
by jury and, of course, religious toleration.
Whereas the English penal code specified
the death penalty for some 200 offenses,
Penn reserved it for just two—murder and
treason. As a Quaker, Penn encouraged
women to get an education and speak out
as men did. He called Pennsylvania his
““Holy Experiment.”’

Penn insisted on low taxes. A 1683 law
established a low tax on cider and liquor, a
low tariff on imports and on exported hides
and furs. To help promote settlement, Penn
suspended all taxes for a year. When the
time came to reimpose taxes he encountered
fierce resistance and had to put it off.

Penn’s First Frame of Government was
the first constitution to provide for peaceful
change through amendments. A proposed
amendment required the consent of the
governor and 85 percent of the elected
representatives. Benevolent though Penn
was, people in Pennsylvania were disgrun-
tled about his executive power as proprietor
and governor. People pressed to make the
limitations more specific and to provide
stronger assurances about the prerogatives
of the legislature. The constitution was
amended several times. The version
adopted on October 28, 1701 endured for
three-quarters of a century and then became
the basis for Pennsylvania’s state constitu-
tion, adopted in 1776.

Collecting rent due Penn as proprietor
was always a headache. He never earned
enough from the colonies to offset the costs
of administration which he paid out of his
personal capital. Toward the end of his life,
he complained that Pennsylvania was a net
loss, costing him some £30,000.

Penn’s practices contrasted dramatically
with other early colonies, especially Puritan
New England which was a vicious theoc-
racy. The Puritans despised liberty. They
made political dissent a crime. They
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whipped, tarred, and hanged Quakers. The
Puritans stole what they could from the
Indians.

Penn achieved peaceful relations with the
Indians—Susquehannocks, Shawnees, and
Leni-Lenape. Indians respected his cour-
age, because he ventured among them with-
out guards or personal weapons. He was a
superior sprinter who could out-run Indian
braves, and this helped win him respect. He
took the trouble to learn Indian dialects, so
he could conduct negotiations without in-
terpreters. From the very beginning, he
acquired Indian land through peaceful, vol-
untary exchange. Reportedly, Penn con-
cluded a ‘‘Great Treaty’’ with the Indians
at Shackamaxon, near what is now the
Kensington district of Philadelphia. Voltaire
hailed this as ‘‘the only treaty between those
people [Indians and Christians] that was not
ratified by an oath, and that was never
infringed.’’ His peaceful policies prevailed
for about 70 years, which has to be some
kind of record in American history.

Defending Pennsylvania

Penn faced tough challenges defending
Pennsylvania back in England. There was a
lot at stake, because Pennsylvania had be-
come the best hope for persecuted people in
England, France, and Germany. Charles 11
tried to establish an intolerant absolutism
modeled after that of the French King Louis
XIV. Concerned that Pennsylvania’s char-
ter might be revoked, Penn turned on his
diplomatic charm.

Behind the scenes, Penn worked as a
remarkable diplomat for religious tolera-
tion. Every day, as many as 200 petitioners
waited outside Holland House, his London
lodgings, hoping for an audience and help.
He intervened personally with the King to
save scores of Quakers from a death sen-
tence. He got Society of Friends founder
George Fox out of jail. He helped convince
the King to proclaim the Acts of Indulgence
which released more than a thousand Quak-
ers—many had been imprisoned for over a
dozen years.

Penn’s fortunes collapsed after a son was

born to James II in 1688. A Catholic suc-
cession was assured. The English rebelled
and welcomed the Dutch King William of
Orange as William III, who overthrew the
Stuarts without having to fire a shot. Sud-
denly, Penn’s Stuart connections were a
terrible liability. He was arrested for trea-
son. The government seized his estates.
Though he was cleared by November 1690,
he was marked as a traitor again. He became
a fugitive for four years, hiding amidst
London’s squalid slums. His friend John
Locke helped restore his good name in time
to see his wife, Guli, die on February 23,
1694, She was 48.

Harsh experience had taken its toll on
Penn. As biographer Hans Fantel put it, ‘*he
was getting sallow and paunchy. The years
of hiding, with their enforced inactivity, had
robbed him of his former physical strength
and grace. His stance was now slightly bent,
and his enduring grief over the death of Guli
had cast an air of listless abstraction over
his face.’’ His spirits revived two years later
when he married 30-year-old Hannah Cal-
lowhill, the plain and practical daughter of a
Bristol linen draper.

But he faced serious problems because of
his sloppy business practices. Apparently,
he couldn’t be bothered with administrative
details, and his business manager, fellow
Quaker Philip Ford, embezzled substantial
sums from Penn’s estates. Worse, Penn
signed papers without reading them. One of
the papers turned out to be a deed transfer-
ring Pennsylvania to Ford who demanded
rent exceeding Penn’s ability to pay. After
Ford’s death in 1702, his wife, Bridget, had
Penn thrown in debtor’s prison, but her
cruelty backfired. It was unthinkable to
have such a person govern a major colony,
and in 1708 the Lord Chancellor ruled that
*‘the equity of redemption still remained in
William Penn and his heirs.”’

In October 1712, Penn suffered a stroke
while writing a letter about the future of
Pennsylvania. Four months later, he suf-
fered a second stroke.

While he had difficulty speaking and writ-
ing, he spent time catching up with his
children whom he had missed during his
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missionary travels. He died on July 30, 1718.
He was buried at Jordans, next to Guli.

Long before his death, Pennsylvania
ceased to be a spiritual place dominated
by Quakers. Penn’s policy of religious tol-
eration and peace—no military conscrip-
tion—attracted all kinds of war-weary Eu-
ropean immigrants. There were English,
Irish, and Germans, Catholics, Jews, and an
assortment of Protestant sects including
Dunkers, Huguenots, Lutherans, Menno-
nites, Moravians, Pietists, and Schwen-
kfelders. Liberty brought so many immi-
grants that by the American Revolution
Pennsylvania had grown to some 300,000
people and became one of the largest colo-
nies. Pennsylvania was America’s first great
melting pot.

Philadelphia was America’s largest city
with almost 18,000 people. It was a major
commercial center—sometimes more than a
hundred trading ships anchored there during
a single day. People in Philadelphia could
enjoy any of the goods available in England.
Merchant companies, shipyards, and banks
flourished. Philadelphia thrived as an en-

trep6t between Europe and the American
frontier.

With an atmosphere of liberty, Philadel-
phia emerged as an intellectual center. Be-
tween 1740 and 1776, Philadelphia presses
issued an estimated 11,000 works including
pamphlets, almanacs, and books. In 1776,
there were seven newspapers reflecting a
wide range of opinions. No wonder Penn’s
“‘city of brotherly love’” became the most
sacred site for American liberty, where
Thomas Jefferson wrote the Declaration of
Independence, and delegates drafted the
Constitution.

By creating Pennsylvania, Penn set an
enormously important example for liberty.
He showed that people who are courageous
enough, persistent enough, and resourceful
enough can live free. He went beyond the
natural right theories of his friend John
Locke and showed how a free society would
actually work. He showed how individuals
of different races and religions can live
together peacefully when they mind their
own business. He affirmed the resilient op-
timism of free people. O

Henry Salvatori—A Man

of Integrity

by James L. Doti

veryone seems to have strong beliefs

these days. No one seems to be reticent
about sharing those beliefs with anyone who
will listen. Whether it is a question about
government being bigger or smaller or taxes
being higher or lower or welfare spending
going up or down, most people have definite
views.

Dr. Doti is President of Chapman University in
Orange, California.

What is uncommon nowadays is not peo-
ple with strongly held beliefs but people who
are willing to put their beliefs into action. 1
have had the honor and privilege to come to
know personally a wise man who has the
guts and fortitude to act on his convictions.

Henry Salvatori’s deep and abiding love
for the United States, which is based on the
opportunity that awaited him and his immi-
grant family when they arrived from Italy in
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1906, drives his desire to see that our youth
acknowledge what made our country great.
This desire finds expression through the
Henry Salvatori Foundation—a foundation
established to help preserve and revitalize
America’s founding principles and ensure
that we do not lose sight of what our
forefathers created.

In a society where academe is increas-
ingly dominated by the multicultural view
that the United States has no shared culture
and nothing special to offer the rest of the
world, American values and traditions may
strike one as outdated. But before conclud-
ing that promoting such values and tradi-
tions is an anachronistic attempt to stimu-
late a blind and jingoistic patriotism, one
should look at the visionary life’s work of
Henry Salvatori.

After graduating from the University of
Pennsylvania in 1923, he received a master’s
degree in physics from Columbia University
in 1926. Mr. Salvatori played a leading role
with the development of the seismic method
of oil exploration that is still an industry
standard. In 1933, he founded Western Geo-
physical Company. Under his ownership
and leadership, it became a great success in
providing geophysical exploration services
to the oil industry in the United States and
world wide.

Long before the subject of computer
science became fashionable in higher edu-
cation, Henry Salvatori’s passion for scien-
tific development led him to establish a
computer science center and chair in com-
puter science at the University of Southern
California and a chair in computer and
cognitive sciences at the University of Penn-
sylvania.

Mr. Salvatori’s forward thinking was also
evident in the area of political philosophy.
His financial assistance to William Buckley
Jr. in the 1950s helped start the National
Review. When the Great Society was in full
bloom in the late 1960s, The Henry Salvatori
Center for the Study of Individual Freedom
in the Modern World was established at
Claremont-McKenna College. He was an
early supporter of the Intercollegiate Stud-
ies Institute, which among its many other

Henry Salvatori

activities oversees The Salvatori Center
for American Founding Studies at Boston
University.

After chairing Barry Goldwater’s presi-
dential campaign in California, Henry Sal-
vatori was instrumental in convincing
Ronald Reagan to run for governor, thereby
launching a career that would lead to the
presidency and the Reagan revolution. Dur-
ing those revolutionary years when the New
Deal coalition unraveled, Henry Salvatori
was part of Reagan’s ‘‘Kitchen Cabinet.”

Given Mr. Salvatori’s penchant for back-
ing trends long before they become popular,
it is not surprising that he has been a
long-time financial supporter of the Heritage
Foundation, a think tank in Washington,
D.C. committed to the Jeffersonian philos-
ophy of limited government.

The establishment of the Henry Salvatori
Foundation is an earnest attempt to make
coming generations aware of the great truths
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that lie at the heart of our country’s consti-
tutional order. While it may strike one as
unfashionable to help young people now and
in the future better understand our nation’s
traditions, heritage, and common culture, it
is probably more important than ever to be
enlightened by the ideas of federalism, the
separation of powers, free markets and free
speech, individual rights, the culture of
principled dissent, and the dangers of ma-
Jjoritarian rule. In a world slowly sliding into
intolerance and rigidity, a rigorous exami-
nation of individual freedom and responsi-
bility seems to take on heightened impor-
tance.

Political Correctness
Takes Hold

Arecent article by Evan Gahr in The Wall
Street Journal (January 27, 1995) points out
that most major foundations are bankrolling
political correctness on college campuses
across the nation. Gahr cites the work of a
project director for several Ford Foundation
grants, Johnella Butler, who wrote in a
recent essay: ‘‘We are only beginning to
undo the effects of the distortions set in
motion 500 years ago when Columbus
brought massacre and the most brutal form
of slavery known to these shores, all in the
interest of spreading Western civilization
with all its long lasting assumptions of racial,
cultural and male superiority.”

Are those the assumptions of Western
civilization? What about the Greeks’ reli-
ance on reason and rational disputation in
advancing the search for truth or the Judeo-
Christian tradition of independence from
the state? What about John Locke’s view
of ‘‘natural law”’ or the English tradition of
freedom and limits on the tyrannical use of
power? What about Adam Smith and laissez
faire?

And what about our Constitution—a work
of creative genius with its separation of
powers, checks and balances, and Bill of
Rights that seeks to limit the power of
government and provide personal freedom
and equality under the law? Certainly, few
would deny the significance of the Consti-

tution—perhaps the finest document ever
written for the establishment of self-govern-
ment. Yet, the Constitution was not among
the 31 ‘‘standards’’ included by the authors
of the soon-to-be-released list of ‘“National
Standards for United States History™’ that
these authors believe are critical for student
understanding.

Herman Cubillos, a former foreign min-
ister of Chile, recently stated:

The countries of Latin America have
always looked for example to the world’s
great melting pot, the U.S. Now we see
that the U.S. is exacerbating its inter-
group differences by making group mem-
bership the basis for government favors
and handicaps, as well as by treating the
culture of George Washington and Abra-
ham Lincoln as an embarrassing anach-
ronism. If the U.S. doesn’t want to sink
into the Third World out of which we are
rising, it must treasure its culture.

Establishing a foundation committed to
supporting efforts that lead to an enlightened
love of our country and the justice and
nobility of its heritage is not passé. These
are values and traditions that should not be
shunted aside but rather examined carefully
in order to understand the challenges to our
society posed by the ideas of freedom and
reason. Henry Salvatori has again been a
visionary in identifying a need before the
rest of the pack—namely the need to en-
courage scholarship and teaching that foster
the articulation of those great truths that
lie at the heart of freedom.

I recently asked Henry Salvatori what
he believes is the secret for success. He
replied briefly but succinctly, ‘‘There
should be complete and absolute integrity
in everything one does.”’

It is Henry Salvatori’s integrity that not
only gives him the courage of his convic-
tions but also the qualities of heart and mind
that lead him to act on those strongly held
convictions. To those of us concerned about
preserving American values and traditions,
it is reassuring to know that one person
can still make a significant difference in the
world. O



Economics of Trial

by Mark Skousen

Econ 101: Do We

Really Need Another

Samuelson?

*“Every economics editor in the business
has been looking for the new Samuelson
since the 1970s.”’

—The New York Times, March 14, 1995

he economics profession is all abuzz

with the news, recently announced in
The New York Times, that N. Gregory
Mankiw, a 37-year-old economics professor
at Harvard, was paid an incredible $1.4
million advance by Harcourt Brace to write
the next ‘“‘Samuelson’’ textbook.

What Harcourt Brace is hoping for is a
blockbuster textbook that will shape the
thinking of the 1.5 million college students
who take Economics 101 each year. Paul
Samuelson, the Nobel Prize-winning MIT
economist, set the standard when his new
Keynesian-style textbook took colleges by
storm following World War II. Since its first
edition in 1948, Samuelson’s Economics has
sold over 4 million copies and been trans-
lated into an estimated 41 languages. But
Samuelson is 80 years old and his textbook,
now in its 15th edition, is no longer consid-
ered avant garde.

Can the youthful Professor Mankiw fill his
shoes? Frankly, I doubt it. Anyone who
named his dog Keynes is not likely to write
a breakthrough textbook reflecting the new
realities of a market-driven global economy.
The next breakthrough textbook must be

Dr. Skousen is an economist at Rollins College
and editor of Forecasts & Strategies, an invest-
ment newsletter.

post-Keynesian, if not anti-Keynesian, in
tone.

A Short Review of
Samuelson’s Textbook

But do we really want another Samuelson
textbook? I think not. His textbook may
have been a bestseller, but it fails miserably
on a number of counts to teach sound
economics. As part of an independent study
at Rollins College, one of my students and
I systematically reviewed all 15 editions of
Economics and found numerous errors of
commission and omission.

Among the sins of commission, Samuel-
son stressed time and again that the key to
economic stability and growth was to en-
courage big government and a high propen-
sity to consume. Saving, he said, was only
beneficial at times of full employment. But
full employment was historically excep-
tional, which meant that most of time saving
was ‘‘perverse’’ because it caused money
to “‘leak’” out of the system. According to
Samuelson’s ‘‘paradox of thrift,”’ higher
savings means lower economic growth, a
conclusion that flies in the face of all his-
torical evidence.!

In introducing the Keynesian ‘‘balanced-
budget multiplier,”” Samuelson argued that
federal spending was more stimulative than
a tax cut of equal size (because part of a tax
cut would be saved).

He accepted at face value Soviet growth
statistics, declaring in his 12th edition (1985)
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that the Soviet economy since 1928 ‘‘has
outpaced the long-term growth of the major
market economies,”” including the U.S.,
the U.K., Germany, and Japan. In his 13th
edition, written a year before the collapse
of the Berlin Wall, he boldly declared, ‘‘The
Soviet economy is proof that, contrary to
what many skeptics had earlier believed, the
socialist command economy can function
and even thrive.”” Not surprisingly, the word
“thrive’’ was dropped from the next edition,

In my reading of his textbooks, I found
that Samuelson failed repeatedly to antici-
pate the major economic problems and is-
sues of the future: he failed to foresee the
inflationary recessions of the 1970s, the
banking crisis of the 1980s, and the collapse
of socialist central planning in the 1990s. In
addition, he has been an unwavering apol-
ogist for the Welfare State, the Federal
Reserve and the current Social Security
system, a grossly expensive and inefficient
way to finance old-age retirement.

Sins of Omission

One of the great tragedies of Samuelson’s
textbook is his failure to include adequate
references to the free-market schools of
economics. In his Family Tree of Econom-
ics, no mention is made of the Chicago
school of Friedman, Stigler, Knight, or
Simons until 1983. In earlier editions, Sam-
uelson discusses the Quantity Theory of
Money but omits any references to Irving
Fisher, the father of the Quantity Theory,
or to Milton Friedman. One of his first
citations of Friedman is a misquote (‘‘We
are all Keynesians now’’). The Austrian
school of Mises, Hayek, and Rothbard is
never mentioned at all in the Family Tree of
Economics. Schumpeter, his own teacher at
Harvard, is given only a cursory reference.

Samuelson devotes one paragraph to the
post-war German economic recovery. He
says virtually nothing about the Japanese
economic miracle, or the incredible growth
of Hong Kong, Singapore, Korea, and Tai-
wan (the four tigers). No mention is made
of the Chile Model, which more and more
Latin American nations are emulating.

There’s no discussion of the exciting new
worldwide trend of privatization (or Chile’s
successful privatization of its Social Secu-
rity system). Meanwhile, Samuelson has
always devoted numerous pages to the
failed socialist economics of the Soviet
Union and China.

I could go on and on, but you get the point.
The economics profession desperately needs
anew textbook in economics, but not one that
simply imitates and emulates Samuelson.

Desperately Seeking a
New Textbook

Slowly but surely, free market econo-
mists are making headway in the textbook
field. College textbooks with a free-market
bent have been written by Gwartney and
Stroup, Dolan and Lindsey, and Roger
Leroy Miller, among others. Unfortunately,
they all suffer from unsound macro sections.
For example, these authors don’t believe in
aggregate supply and demand (AS-AD), but
they are forced to include them. Paul Heyne'’s
Economic Way of Thinking (Macmillan, 1994)
omits AS-AD diagrams in its 7th edition, but
it is considered primarily a micro text.

In short, there is no real sensible college
textbook on the market today offering a
sound theory of macroeconomics. I am
attempting to fill this gap with my forthcom-
ing textbook, Economic Logic. This is a
revolutionary new approach to teaching
economics, integrating the concepts of busi-
ness, finance, and economics in both micro
and macro. So far I’ve written six chapters,
and hope to finish the first draft this year.
Several major publishers are interested, but
they need evidence that other professors
will adopt it. I will send a copy of the manu-
script to any college professor who would be
willing to make comments to improve the
contents. Send your inquiry to me at P.O.
Box 2488, Winter Park, Florida 32790. []

1. For a critique of Samuelson’s infamous ‘‘paradox of
thrift,”’ see my work, The Structure of Production (New York
University Press, 1990), pp. 244-59, and Economics on Trial
(Irwin, 1991), pp. 47-62. Also, James C. W. Ahiakpor, “A
Paradox of Thrift or Keynes’s Misrepresentation of Saving in
the Classical Theory of Growth?"’, Southern Economic Jour-
nal, July, 1995.
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Free to Try

Introduction by Hans F. Sennholz

The Foundation for Economic Education, Inc.
® 1995 e 156 pages o $14.95 paperback (special
price until October 31: $11.95)

Reviewed by William H. Peterson

here else in America but in law-passing,

tax-imposing, and regulation-issuing
Washington, D.C., is private success so roundly
condemned? And where else is it so punished,
especially when it involves entrepreneurship and
“‘the rich™?

(A measure of U.S. *‘capital’’ punishment is
seen in the climb of the top income tax rate from
28 percent in 1987 to 39.6 percent today. Said
President Clinton in his 1994 State of the Union
Address: ‘‘Only the top 1—yes, listen—only the
top 1.2 percent of Americans, as I said all along,
will face higher income tax rates.””)

I ask: Where? But perhaps the sharper ques-
tion is: Why?

Back in 1966 German sociologist Helmut
Schoeck gave one answer to why in his pathfind-
ing book, Envy. Envy is a major force shaping—
really distorting—man and society, history and
politics, says Schoeck. He finds it rearing its
ugly head from Greek democracy 2,500 years ago
to Western democracy today.

How good then to get this FEE collection of
essays from The Freeman glorifying future-
oriented entrepreneurship, justifying the rich,
and excoriating the politics of envy.

Such politics can be seen in the progressive
income tax—a tax called for, by the way, in
Marx’s 1848 Communist Manifesto as a means of
undermining capitalism. It can be seen again in
the current opposition to a flat tax or a cut in the
entrepreneur-strapping capital gains tax—a cut
which opponents unjustly and counterproduc-
tively brand a ‘*handout’’ to the rich. (A handout
to the nonrich, including the poor, is closer to the
mark.)

Indeed, entrepreneurship along with capital
investment is the secret of American prosperity.
More often than not, the rich gain their wealth
through entrepreneurship. In a brief but pungent

-essay here, Ludwig von Mises portrays the
entrepreneur as indispensable to a free society,

as one who enriches that society, as the driving
force behind the whole market system, as a kind
of an unsung hero who in a sense shares his
wealth with society through what Mises called
‘“‘social liability,”” his recognition that invest-
ments have to be monitored scrupulously, that
they can and do fail.

In his introduction to this volume, FEE’s Hans
Sennholz hails futurists and visionaries like John
D. Rockefeller, J. P. Morgan, and Henry Ford.
These giants bequeathed capital investment, in-
dustrial might, and labor productivity to succeed-
ing generations of Americans.

The rub is that Americans are largely ignorant
of this bequest, are apt to snap at ‘‘robber
barons,”” and vote anticapitalists into office. A
deadly business. Cautions Dr. Sennholz in
punchy terms: ‘‘The future is purchased today.
We have a number of choices. But all sales are
final.”

In arefreshing essay, contributor Jane Shaw of
the PERC research center in Bozeman, Montana
thanks the entrepreneurship behind Bozeman
eateries for gastronomic delights. She calls at-
tention to George Gilder’s idea that entrepre-
neurs are ‘‘givers’’—altruistic people who give
first and get rewards later, if profits kick in.

Contributor Israel Kirzner of New York Uni-
versity says the glory of free enterprise lies in its
ability to attract vigorous and imaginative indi-
viduals who establish long-run capital-conserv-
ing profitable firms—profitable to themselves
and, of at least equal importance, profitable to
their customers, i.e., to the American consumer.

Wal-Mart is such a firm and its founder Sam
Walton was such an entrepreneur, notes David
Laband of Auburn University’s economics de-
partment in his contribution. Dr. Laband sees
Wal-Mart giving significant benefits to its cus-
tomers and a hard time to its big competitors such
as Sears and K-Mart and to its local, small
competitors such as independent drug and hard-
ware stores.

But that competition is anything but *‘unfair,””
as charged by many of Wal-Mart’s rivals. As he
writes: ‘‘It is true that Wal-Mart’s competitors
lost business. However, let’s get the cause and
the effect straight: Wal-Mart never put anybody
out of business, American consumers (his em-
phasis) did.”

Chinese consumers in Beijing’s big 500-seat,
fast-food Kentucky Fried Chicken restaurant
also exercise quite a degree of sovereignty,
observes contributor Lawrence Reed of Michi-
gan’s Mackinac Center. But that sovereignty and
Kentucky Fried Chicken’s entrepreneurship are
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still held back in post-Mao, ongoing socialist
China.

The Chinese government, for example, insists
on majority ownership. Kentucky Fried Chick-
en’s share is held to 40 percent. Too, its man-
agement has to put up with state-set wages and a
state-owned utility refusing to provide any heat
before November 15th or after March 15th,
regardless of any intervening but not uncommon
freezing weather.

In his contribution, the Reverend John K.
Williams of Australia tells of Ralph Nader on a
speaking tour Down Under, with the so-called
consumer advocate suggesting to Aussies that
‘‘big business’’ executives should be sent to
prison for defrauding the public. The suggestion
received rapturous applause. Reverend Williams
attributes that applause to what he calls ‘‘the
business bogey.”’

No doubt about the bogey. Throughout the
West the highly constructive role of business in
society is not only very often unappreciated at
the university lectern, church pulpit, editorial
office, and so on but, ironically, all too frequently
by businessmen themselves.

Mr. Businessman, in other words, often inad-
vertently supports anticapitalist causes by mind-
lessly sending a check to his left-wing alma
mater. Or he lets the battle of ideas go by default.
Comments John Williams: ““That is his failing,
and possibly his fatal failing.”” He might have
added a line from FEE writer Admiral Ben
Moreell back in the 1950s: to communism via
majority vote.

This reviewer, on the firing line of defending
the rich for more years than he cares to remem-
ber, suggests: Let those critics attacking ‘‘greed’’
and ‘‘fat cats’’ redirect their frustration into a
new outlet: Don’t get mad, get even—get rich.
Remember, critics, you’s free to try. But watch
out: You may become the butt of your own
diatribes. |

Dr. Peterson, an adjunct scholar at the Heritage
Foundation, is the Distinguished Lundy Profes-
sor Emeritus of Business Philosophy at Campbell
University in North Carolina.

The Tyranny of Numbers

by Nicholas Eberstadt

AEI Press, Washington, D.C. e 1995 e 305
pages o $24.95 cloth

Reviewed by Julian L. Simon

n this book about political systems, economic

development, and demography, Nicholas
Eberstadt displays a firm grasp on the right end
of the stick. His data well demonstrate his
unifying theme, which is that to understand social
phenomena, we must look at experience over a
long stretch of time, across a varied group of
countries, and with as large a sample of countries
as possible. It is because they do exactly the
opposite that the doomsters arrive at precisely
the wrong conclusions about the way that things
are going in society.

Among the specific issues that Eberstadt deals
with are poverty, health, life expectancy, infant
mortality, population growth, and economic de-
velopment. These issues are discussed in the
comparative context of capitalistic United States
and socialistic Eastern Europe and Asia. Eber-
stadt is well-skilled to tackle these topics. He is
a fine demographer, and his 1976 article in The
New York Review of Books on world food pro-
duction—written at age 19—was as good an
attack on prevailing false common beliefs as was
written in that decade.

The basic idea in the book is that wealth leads
to health and long life, political freedom leads to
wealth, and therefore in the long run political
freedom leads to health and the other good things
of life.

The Communist bloc—of which Eberstadt is
a very competent scholar—will long remain the
classic proof of this truth. For example, life
expectancy in eastern Europe has been declining
during the past decades, whereas everywhere
else in the world it has been rising. Part of the
explanation may be the enormous pollution of air
and water that is inevitable under Communism,
and perhaps it is related to the fascinating pat-
terns of smoking and drinking about which Eber-
stadt presents data. But the most important
reason almost surely is the decline in the overall
standard of living in those countries.

To illustrate Eberstadt’s position that not
consulting the long view of history leads to
unsound conclusions, consider the public’s be-
liefs about black infant mortality. Almost every-
one’s reaction is that black infant mortality is a
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bad situation. But look at the decreases in black
and white infant mortality in the United States
since 1915. In 1915 white infant mortality was
almost 100 deaths per 1,000 births, and black
infant mortality was fully 180 deaths per 1,000
births. Both are horrifying. And the rates were
even more horrifying in earlier years in some
countries—up to 300 or 400 deaths per thousand
births.

Nowadays white infant mortality is about eight
per thousand, and black infant mortality about 16
per thousand. Of course it is regrettable that
mortality is higher for blacks than for whites. But
should we not be impressed by the tremendous
improvement for both races—both falling to
about ten percent of what they were—with the
black rate coming ever closer to the white rate?
Is not this extraordinary improvement for the
entire population the most important story-~and
a most happy story? Yet the press gives us the
impression that we should be mainly distressed
about the state of black infant mortality. This
is the error of thought that Eberstadt warns us
against.

Someone once said to Voltaire: ‘‘Life is hard.”
Voltaire replied: ‘‘Compared to what?”’ Every
evaluation requires that we make some sort of
comparison. And the comparisons one chooses
to make are decisive in the judgments one makes
about whether things are getting better or worse.

Though the ideas in The Tyranny of Numbers
are sound and important, and should be part of
the mental contents of every policymaker in our
society, the book is not a great success as a
monograph. It cannot claim novelty because its
ideas are not new; they are the staples of classic
liberal thought about economic development, as
exemplified by Lord Peter Bauer, Margaret
Thatcher’s first economic guru. And the main
conclusions are only implicit rather than explicit
because the volume lacks integration. It reads
more like a set of essays than like a book with
a basic unifying theme. Additionally, the art of
making a book from separate essays was scanted
by both author and editor. Similar material pops
up in several parts of the book.

But leave those cavils aside. The content of the
book is sound and important. The more policy-
makers who read it, the better. And there are lots
of interesting data, even for the scholar. ]

Dr. Simon is the author of The State of Humanity
and The Ultimate Resource (2nd edition forth-

coming).
&.\ N \\\

The Death of Common Sense:
How Law is Suffocating America

by Philip K. Howard
Random House e 1994 ¢ 202 pages » $18.00

Reviewed by James L. Payne

t is rare that a book should carry in its title a

double entendre so embarrassing to the au-
thor. Howard intends to say that common sense
has died in the morass of modern law and legal
regulation, which he finds wasteful, counterpro-
ductive, and laughably ineffective. ‘*‘Modern law
has not protected us from stupidity and caprice,”’
he says, ‘““but has made stupidity and caprice
dominant features of our society.’”’ The book lays
bare regulation’s ugly underbelly, with case after
case of silly governmental action angrily re-
counted by the author.

So what should we do about it? Here the reader
is treated to a second death of common sense:
Mr. Howard’s. He just can’t bring himself to see
that the solution to the abuses of government is
less government.

The opening case nicely illustrates his hangup.
Mother Teresa’s Missionaries of Charity wanted
toreconstruct a burned-out building in New York
City to make it into a homeless shelter. They
didn’t want, and would refuse to use, an elevator,
but city regulations insisted they spend the extra
$100,000 to put one in anyway. As a result of the
impasse, the nuns gave up on the project.
Howard is appalled by this outcome. ‘‘There are
probably 1 million buildings in New York without
elevators. Homeless people would love to live in
almost any one of these.”

What’s the way to prevent this kind of regu-
latory absurdity? The common sense reply is: get
government out of deciding things like who must
have an elevator. How could a government
agency ever have the wisdom and sensitivity to
know, for scores of thousands of different build-
ings every year, when an elevator was appropri-
ate and when not? Let owners, architects, build-
ers, and tenants figure it out.

This answer never occurs to Howard, not in
this case and not in connection with the dozens
of other regulation horror stories he presents.
He’s a man of the left, it appears, with the old
New Dealer’s deep, unexamined faith in govern-
ment. He believes it should manage everything:
schools, medicine, businesses, environment,
safety, housing, zoning. Anyone who suggests
government is overextended, he says in an im-
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patient aside, is guilty of ‘‘dreaming of an agrar-
ian republic.’” Howard is the first to agree that all
this massive regulation has gone painfully wrong,
but that doesn’t mean that the idea of big gov-
ernment is flawed; it’s just been carried out
incorrectly.

What’s the right way to do it, then? How do we
avoid dehumanizing red tape, bureaucracy, and
litigation, and still give government the power to
regulate everything in sight? Howard doesn’t
stress his answer, but it clearly lurks in his pages:
we give government officials arbitrary power to
regulate as they see fit. ““When we demand that
the welfare state address difficult human prob-
lems like poverty and homelessness, and ordi-
nary ones like education, we must allow the
humans doing the job to operate appropriately.”

To Howard’s way of thinking, bureaucrats
should be free to use their own judgment in
deciding who has to have an elevator, let us say.
When Mother Teresa comes by, he assumes they
would let her off the hook. But Howard doesn’t
seem to worry about the negative side of this
arbitrary power. What happens when someone
rubs an official the wrong way and is ordered to
put an elevator in his dog’s house? He can’t be
permitted to complain to anyone. If the courts
hear the case, that would restart the litigation
engine Howard so deplores. Appealing to a
councilman or congressman would lead to the
massive legislation he has spent his book criti-
cizing. So taxation with representation must go
by the board. Obviously, Howard hasn’t thought
through his idea ‘to let bureaucrats loose without
precise instructions.”’

Judging from this book’s great popularity,
there are lots of people these days in the same
boat with Howard: they hate how government
works but they still believe in it. It hasn’t yet
dawned on them that government is based on
force, and that no matter how you slice it, force
is a defective foundation for social reform. []

Dr. Payne, a contributing editor of The Freeman,
is director of Lytton Research and Analysis and
the author of Costly Returns: The Burdens of the
U.S. Tax System.
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The Careless Society: Community and
Its Counterfeits

by John McKnight
Basic Books ¢ 1995 e 185 pages o $21.00

Reviewed by Doug Bandow

here is little doubt that the sinews of Amer-

ican society have weakened over the last 40
years. One need not treat the 1950s as a long-lost
utopia to recognize that families are now more
likely to break up and, indeed, not to form at all;
that communities are crumbling as they fill with
fractured families; and that even prosperous
middle America seems ever-less cohesive.

What is the cause of this phenomenon, which
has created a social catastrophe in many inner
cities? Much of it results from misguided and per-
verse government policies, as John McKnight,
now at Northwestern University, details. But
he identifies a broader villain: professionalism.
As he explains, ‘‘our problem is not ineffective
service-providing institutions. In fact, our in-
stitutions are too powerful, authoritative, and
strong. Our problem is weak communities, made
ever more impotent by our strong service sys-
tems.”’

His is a provocative, if somewhat misguided,
thesis. In virtually every aspect of life—medi-
cine, poverty, crime—McKnight contends that
professionals are taking over. The result has been
to ‘‘destroy the sense of community competence
by capturing and commodifying the citizens’
capacity to solve problems and to care.” We
have become a nation of clients.

McKnight directs much of his fire at the
medical profession. He is mightily irritated with
physicians for reasons that are not entirely clear.
For instance, he seems to blame doctors for the
fact that Americans like to engage in unhealthy
activities and then want to be healed. In such
cases doctors are merely responding to our
irresponsibility.

Still, this desire that someone else counteract
the effects of our own foolishness suggests a
serious moral problem. The fault lies not with
the servers, but with us, for believing that re-
sponsibility for solving our problems lies outside
of ourselves.

This tendency to yield control is perhaps most
evident in the field of social services, where The
Careless Society is at its most persuasive. Here
we see coercion at work, with the government
using taxpayers’ money to foist ‘‘services’’ upon
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the most vulnerable members of our society. As
McKnight reports, the resulting picture is not
pretty:

When the services grow dense enough
around people’s lives, a circular process de-
velops. A different environment is created for
these individuals. The result of a noncommu-
nity environment is that those who experience
it necessarily act in unusual and deviant ways.
These new ways, called inappropriate behav-
ior, are then cited by service professionals
as proof of the need for separation in a forest
of services and for more services.

The disabling effect of this circular process
is devastating to the client and to our commu-
nities.

Not surprisingly, the rangers in this forest of
services develop into a potent political lobby. As
aresult, complains McKnight, the bulk of ‘‘anti-
poverty’’ spending goes to the largely middle-
class servers, whose incentive is to create yet
more programs. This tends to push out genuine
citizen activists, who offer the intimate personal
relationships which are what community is all
about.

The loss caused by this sort of social service
imperialism is enormous, but intangible. Even
the poorest communities, when convinced that
they control their own destinies, can achieve
much. McKnight details the case of one Chicago
neighborhood where local activists assessed the
most common reasons for treatment at the local
hospital, and then began addressing problems
like dog bites. Rather than marching on city hall,
they used local block clubs to create a system of
bounties for stray dogs. The number of bites went
down and, reports McKnight, ‘‘the people began
to learn that their action, rather than the hospi-
tal’s, determines their health.”

How to encourage more of such activism?
McKnight emphasizes deregulation. People and
communities must be free to act, he writes, yet
“‘in thinking about extending spheres of free
action, one is constantly impressed by the bar-
riers imposed by various forms of state regula-
tion.”” Although these restrictions are always
defended as protecting the public, McKnight
warns that ‘‘they are usually means to ensure
professional monopolies, central authority, and
preferred technologies.”’

Eliminating barriers is not enough. The author
also worries about jobs and economic growth,
though his more interventionist economic pro-
posals contradict the lessons that he advances
about the failure of government central social

planning. Moreover, he emphasizes the role of
associations, which are ‘‘the result of people
acting through consent.”’ Officials have to rec-
ognize the power of this voluntary sector, for it,
observes McKnight: ‘‘provides a social tool in
which consent is the primary motivation, inter-
dependence creates wholistic environments,
people of all capacities and fallibilities are incor-
porated, quick responses are possible, creativity
is multiplied rather than channeled, individual-
ized responses are characteristic, care is able to
replace service, and citizenship is possible.”” In
short, community is the most important antidote
for what ails us.

McKnight closes with an interesting reflection
on Christianity, which has provided such an
impulse for service. Would Christ approve of
today’s institutionalization of service, asks
McKnight? Not if Christ saw ‘‘help becoming
control, care becoming commercialized, and cure
becoming immobilizing.”” Rather, McKnight ar-
gues, the highest expression of service is people
helping people. Ultimately, he argues, we should
seek not to be servants, but friends, which Christ
proclaimed his disciples to be during the Last
Supper. As McKnight so nicely concludes a
powerful, though at times flawed, book: ‘‘In our
time, professionalized servants are people who
are limited by the unknowing friendlessness of
their help. Friends, on the other hand, are people
liberated by the possibilities of knowing how to
help each other.” O

Doug Bandow is a Senior Fellow at the Cato
Institute and the author of The Politics of Envy:
Statism as Theology (Transaction).

Economic Thought Before

Adam Smith—An Austrian Perspective
on the History of Economic Thought,
Volume 1

by Murray N. Rothbard
Edward Elgar e 1995 e 556 pages e $99.95

Reviewed by Gregory P. Pavlik

L ibertarian theory did not emerge from a
vacuum. Yet, often it seems that the deepest
antecedents that movement libertarians would
bequeath to us lie in the Enlightenment. Indeed,
some would not proceed backward past Ayn
Rand. The truth is, libertarian thought has an
ancestry extending down through the ages to
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antiquity. To be specific, those roots are both
Western and Christian. There can be no clearer
exposition of this fact than the last major work of
Murray Rothbard.

Economic Thought Before Adam Smith is a
deceptively titled volume. It is actually a full-
blown history of ideas from a natural rights-
natural law perspective in philosophy as well as
a critique of economic doctrine and theory from
within the Misesian paradigm of mainstream
Austrian economics. Professor Rothbard’s treat-
ment is a thorough overview of the roots of the
libertarian system that informed his life’s work.

This book is all the more valuable for Roth-
bard’s general approach to historiography.
Working through the Austrian paradigm, Roth-
bard delivers a devastating blow to the standard
chronology of economic theory as a linear and
correct development from Adam Smith to mod-
ern neo-classical economics.

As the title implies, there was a wealth of
analysis developed before the time of Adam
Smith. Although most was imbedded in moral
theology or appeared in fragments, a body of
sound economic thought existed, much emerging
from Thomistic Scholasticism. One of the most
impressive examples of advanced theoretical
contributions was the fourteenth-century French
philosopher Jean Buridan de Bethune, who was
responsible for ‘‘the virtual creation of the mod-
ern [Austrian] theory of money.”” As Rothbard
explains:

Foreshadowing the Austrians Menger and von
Mises, Buridan insisted that an effectively
functioning money be composed of a material
possessing a value independent of its role as
money. . . . Buridan went on to catalogue
those qualities that lead the market to choose
a commodity as a medium of exchange . . .
portability, high value per unit weight, divis-
ibility, and durability.

In short, a sophisticated commodity theory of
money. This served the additional function of
beginning to sever monetary theory from the
Aristotelian notion of money as a unique creation
of the state, barren of intrinsic value, that plagued
early economic considerations, and formed the
basis of the early Christian prohibitions on inter-
est.

It is most informative to note that there were
in fact modern general treatises on economics
that preceded Adam Smith, the most important
being Essai Sur La Nature Du Commerce En
General, by the ‘‘gallicized Irish merchant”’
Richard Cantillon. Cantillon was sound on his

analysis of market pricing, providing a sophisti-
cated discussion of consumer demand coupled
with supply. He was ‘‘the first to stress and
analyze the entrepreneur.”” Cantillon’s work pi-
oneered ‘‘spatial economics . . . the analysis of
economic activity in relation to geographic
space.”’ Most importantly, all of this was done
some 70 years before Adam Smith, the alleged
father of economics.

The subject of Adam Smith is where Rothbard
will perhaps raise the most eyebrows. He is
almost without exception hostile, deeming Smith
a proto-Marxist, and, following Schumpeter, an
obstacle for the development of sound economic
theory. For Rothbard, Smith interjected the labor
theory of value into economics and pioneered an
extreme variant of the egalitarianism that plagues
political dialogue to this day. Contrary to con-
ventional wisdom, Rothbard holds that even
Smith’s famous *‘‘invisible hand’’ was not origi-
nal, and that Smith’s emphasis on the division of
labor neglected the importance of specialization
in the economy as a whole. In the wake of
Rothbard’s dissection, laissez-faire promoters of
Adam Smith have a lot of explaining to do.

Rothbard’s book also serves as a history of the
development of natural law theory, a discussion
which moves from Aristotle through to moder-
nity. Notable again is the emphasis on the pos-
itive role played by Christianity, and Catholicism
in particular, on the emergence of a coherent
natural rights-based libertarian doctrine. As the
author points out, the Catholic professor at
Bologna, Huguccio, in his Summa of 1188, es-
tablished the doctrine that “‘private property was
to be considered a sacrosanct right derived from
the natural law.’’ In theory, private property was
to be immune from the aggressions of the state.

This analysis leads to an interesting reinter-
pretation of more well known proto-libertarian
natural rights theorists like John Locke. In the
case of Locke, Rothbard regards his theory as
““neo-Scholastic Protestantism,’’ a resurrection
of previously held Christian doctrine regarding
the natural law. Of course, there were radical
innovations within the Lockean system, most
importantly with regard to social contract theory.
But the author’s point is extremely important,
and must lead to a reconsideration of the religious
roots of the doctrines of political freedom.

Further, Professor Rothbard takes the reader
through an in-depth analysis of the social rami-
fications of the Protestant Reformation, and of
the great theological divides in Europe. There is
an extensive survey of Mercantilism in theory
and practice. The Enlightenment comes under
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scrutiny for its mysticism and perversion of
libertarian doctrine. No essential subject in eco-
nomic or political theory is left untouched.
This is an immensely important work, a judg-
ment that must be reserved for a select number
of titles. As a fresh history of economic theory it
is invaluable. As a learned analysis of the roots
of libertarian thought, it is revolutionary. This is
a book that deserves to be read carefully and
repeatedly. O

Mr. Paviik is director of The Freeman Op-Ed
Program at The Foundation for Economic Edu-
cation.

Tax Free 2000: The Rebirth of
American Liberty

by Murray Sabrin

Prescott Press, Inc., Lafayette, Louisiana
1995 e 240 pages o $12.99 paperback

Reviewed by Robert W, McGee

f you hate taxes, then you’ll love Murray

Sabrin’s Tax Free 2000. Dr. Sabrin traces the
history and evolution of taxes from ancient times
through the Middle Ages and up until the ratifi-
cation of the 16th Amendment, which gave the
federal government the legal authority to impose
an income tax. He also analyzes the impact of
taxation on the economy and concludes that
taxes distort production by transferring re-
sources from the peaceful and productive sec-
tor—the free market—to the ‘‘coercive’ sector
of society—the government.

If after reading chapters one through four you
are not convinced the government is not your
friend, then Sabrin’s discussion of the govern-
ment’s monetary policies should convince you
that the U.S. dollar could be headed for the trash
can if sound money is not restored.

So how do we get out of this statist mess?
Sabrin demonstrates how a taxless society would
function. He systematically analyzes all levels of
government spending and concludes that they do
not pass the test of either efficiency or justice.

Without a foundation of freedom to guide
social relations, the hallmark of a laissez-faire
economy, government spending by definition
creates conflict among the citizenry by creating a
perpetual civil war for the spoils of taxation.
Sabrin thus takes the Jeffersonian doctrine of
limited government to its logical conclusion—
extreme noninterference.

At the federal level, government must pro-
vide a national defense to protect the territorial
integrity of the United States, but not the ‘‘de-
mocracy’’ of Haiti, the safety of South Korea,
or the stability of the Balkans. States, counties,
and municipalities also must downsize because
they too deliver services by using massive coer-
cion.

According to Sabrin, we can phase out all
taxes by the year 2000 and eliminate virtually all
government spending by the early years of the
next century. By the next millennium Social
Security, Medicare, Medicaid, foreign aid, farm
subsidies, welfare, education, and all the other
spending programs that have become the com-
ponents of the American welfare state or mixed
economy should be abolished. Sabrin asserts that
both the profit and non-profit sectors would
deliver the services the American people desire,
not what the special interests want. This would
be in keeping with the principles of 1776 that, he
claims, were overturned in the quiet revolution of
1913, the year the income tax amendment was
added to the Constitution and the Federal Re-
serve Act was signed into law by President
Wilson.

You don’t have to be a radical rightist or a
libertarian to appreciate Tax Free 2000. If Amer-
ica is going to once again become a truly free
country, then the income tax, sales tax, property
tax, estate tax, inheritance tax, and the myriad of
government depredations of the people must end.
And the sooner the better.

Sabrin has offered a bold prescription for
America’s future. If we want to achieve both
freedom and sustainable prosperity, then Tax
Free 2000 is the book we need. O

Dr. McGee teaches at Seton Hall University.

The American Revolution Resurgent

by Raphael G. Kazmann

Scott-Townsend Publishers: Washington, D.C.
® 1994 o 186 pages o $15.00 paperback

Reviewed by Robert Batemarco

Take aheavy dose of principle, add some solid
economic reasoning and a scattering of his-
torical examples, leaven it with some unconven-
tional definitions, and you have The American
Revolution Resurgent. This book clearly lays out
the consequences of America’s jettisoning the
constitutional republic the Founding Fathers
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bequeathed us in favor of majoritarianism. Its
cogent suggestions as to how to return are
unfortunately well ahead of their time.

Democracy has by and large degenerated into
majorities voting themselves a share of the prop-
erty of the minority. Raphael Kazmann redefines
democracy as what a polity should be: one in
which majority rule, constrained by morality and
Justice, is applied to solve those problems com-
mon to all members of society. Kazmann’s
natural law approach to morality and justice
draws from such diverse sources as Ayn Rand
and the Bible. Government actions that we take
for granted permit him to provide us with many
examples of the consequences of failing to adhere
to the natural law. Public schooling, progressive
taxation, protectionism, Social Security, and
foreign aid all come in for a drubbing. On
progressive taxation, for instance, Kazmann ob-
serves: ‘‘The idea that taxation should be based
on the ‘ability to pay’ can be paraphrased as ‘let’s
have a gradation in robbery, those who are the
richest shall be robbed the most, those who are
less rich shall be robbed less, but no one who
earns anything shall escape.’”’

Nowhere does Kazmann go further against the
grain of what currently passes for democracy
than in questioning the desirability of the univer-
sal franchise. He illustrates, through the example
of investment clubs, that where electoral major-
ities have no power to transgress the rights of
minorities, those less qualified to make decisions
are only too glad to leave that task to those better
qualified. The key here is the pursuit of a common
goal, rather than some factions seeking to gain at
the expense of others which characterizes our
actual political system.

He fleshes out this notion with a plan to restrict
the franchise to that 60 percent of the population
with the greatest Adjusted Gross Incomes. His
presumption is that those who are running their
own lives successfully, at least in this single
dimension, are more likely to make correct
decisions in the public arena. Those who would
argue that this standard may be somewhat arbi-
trary would have a tough time convincing anyone
that the current qualification for voting, i.e., to
have been breathing for the last eighteen years,
is not arbitrary.

He concludes the book with five general policy
proposals: stabilizing the currency, abolishing all
transfer payments, maintaining order, converting
our current progressive income tax to a flat
consumption tax, and permitting all voluntary
exchanges.

Kazmann does not skimp on specifics to back

up his general points. His discussion of the harm
done by government water resource programs
draws on his professional training as a hydrolo-
gist. His discussions of the German hyperinfla-
tion, Social Security, and the minimum wage are
filled with relevant facts soundly interpreted.
All too many free market thinkers revere
democratic capitalism in a manner which empha-
sizes the democratic part over the capitalism.
The main contribution of this work is to place the
mechanism of voting in its proper place as a
means rather than an end. As Kazmann con-
cludes, ‘‘Itis not the organizational structure that
determines whether or not a society will survive.
It is the extent to which the organizational
structure conforms to the natural laws that gov-
ern human societies.’’ O

In addition to editing the book review section of
The Freeman, Dr. Batemarco is a marketing
research project manager in New York City and
teaches economics at Marymount College in
Tarrytown, New York.

Government Nannies: The Cradle to
Grave Agenda of Goals 2000 and
Outcome Based Education

by Cathy Duffy

Noble Publishing Associates ® 1995 o 263 pages
¢ $13.00 paperback

Reviewed by Kenneth Lloyd Billingsley

ew forces in American life have postured as

more messianic than public education,
whose prophets predicted a golden age of cre-
ativity, equality, and prosperity if only the gov-
ernment could run the schools and children be
forced to attend. They got their wish, and billions
of dollars in the people’s money, but the result
was quite different.

Instead of imparting a body of knowledge and
transmitting the time-honored cultural and moral
values to students, American public education—
really government education—serves mainly to
reinforce ignorance, enhance credulity, and put
its inmates at the mercy of society’s eager brain-
washers, with recording studios and TV cameras
at their disposal. Home-education expert and
curriculum consultant Cathy Duffy knows this all
too well.

In the early 1800s, before we had compulsory
schooling, she points out, the literacy rate sur-
passed that of today, when students who can read
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advertisements are considered literate. In eco-
nomic education the situation is even more
dismal. America’s educational establishment
also knows its own failures and has embarked on
a grandiose program it claims will fix the prob-
lems. In this tough, well-documented book,
Cathy Duffy gives them a report card.

Duffy goes to the heart of the problem with her
diagnosis that American educational problems
are iatrogenic, induced by the system itself,
particularly in its attempts at reform. As Richard
Mitchell and other educational critics have
shown, even calls for reform only feed the
bureaucratic brontosaurus by providing it with a
pretext for yet more studies, more support per-
sonnel, and of course increased taxes. The latest
of these are ‘‘Goals 2000’ and ‘‘Outcome Based
Education,’” subjects of this helpful volume.

The author shows a keen ability to translate
from the language of bureaucrats, which some
call ““educanto.’’ This is the pretentious dialect
that calls grades ‘‘outcomes,’”’ tests ‘‘assess-
ments,”” and libraries ‘‘learning resource cen-
ters.”” But there is no mistaking the author’s
purpose: to ‘‘stimulate more people to value their
freedom and autonomy enough to stand against
the encroachment of benevolent government-
nanny programs that would keep us all perpetual
children.”’

Goals 2000, Duffy says, includes some reforms
but in reality ‘‘goes out of the classroom, into the
home, beyond instruction and into indoctrina-
tion. In reality it provides the framework for a
cradle-to-grave takeover of America’s families.”’
For example, the author shows how the screen-
ing processes of ostensibly benevolent ‘‘parent
educators’ (PEs) are based on a massive mistrust
of parents. The plan’s call for ‘‘partnership,”
Duffy says, ‘‘is shaping up to be an invasion.”’
The official pretext is the desire that ‘‘all children
shall start school ready to learn.”

The intrusive PE’s, Duffy shows, can easily
manipulate parents into uncritical acceptance of
programs under the Goals 2000 umbrella. These
include the declaration of certain children ‘‘at
risk.”” But the standards are so broad that some
schools declare all students ‘‘at risk.”” And Duffy
documents the disturbing liaisons between

schools and social service agencies which, when
in doubt, tend to break up families first and ask
questions later.

Duffy casts doubt upon every high-minded
plank in the Goals 2000 program, whose cost she
estimates at up to $1 billion a year. She notes that
the Elementary and Secondary Education Act is
an $11 billion per year ‘‘investment’’ in education
that even dwarfs Goals 2000.

The much-promoted Outcome Based Educa-
tion (OBE) while promising improved results,
turns out to rely more on the feelings of students
than their thinking powers and mastery of knowl-
edge. As the California CLAS tests confirm, it
also allows schools to become yet more intrusive
with students and parents.

The one certainty of such reforms is that they
will be expensive. Another is that they will serve
bureaucratic interests. Based on those realities
the prospects for success may well be doubted.
Duffy makes a convincing case that these goals
could well make things worse but at the same
time raises key questions for those dealing with
the system.

Do children belong to the state, as in the
Prussian system on which ours is based? Are
citizens rapidly become slaves to the govern-
ment? As C.S. Lewis put it, there is a funda-
mental difference between the methods of an
eagle which teaches her young to fly and fend for
themselves, and the poultry farmer who raises
birds for the slaughter. American education is
very much in the second camp. ‘“We are faced
with two choices,”’ the author concludes, ‘“We
can choose the security of the government womb
and pay the price of freedom. Or, we can choose
a challenging future that holds both risks and
responsibilities.”’

Cathy Duffy provides solid analysis to push the
reader toward that more difficult second path,
ringing defenses of freedom to challenge the
reader, and resources to help them proceed.
Government Nannies will prove a most useful
tool for parents and educators alike in the closing
years of this century. O

Mr. Billingsley is a media fellow of the Pacific
Research Institute in San Francisco.
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