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From the President 

Not Losing Sight of the Best 
in the Pursuit of Liberty 
B Y R I C H A R D M . E B E L I N G 

Th e e i g h t e e n t h - c e n t u r y F r e n c h E n l i g h t e n m e n t 

p h i l o s o p h e r Vol ta i re w a r n e d t h a t " t h e bes t is t h e 

e n e m y o f t h e g o o d . " H e m e a n t t h a t in t r y i n g t o 

p u r s u e u n a t t a i n a b l e p e r f e c t i o n , w e m a y miss t h e o p p o r 

t u n i t y t o c r ea t e s o m e t h i n g b e t t e r t h a n w h a t w e have . 

T h e r e is m u c h w i s d o m in t h e s e w o r d s . B u t t h e r e is d a n 

g e r in its o p p o s i t e : If w e a l low ourse lves t o b e satisfied 

w i t h w h a t m e r e l y s e e m s l ike s o m e t h i n g b e t t e r (or less 

b a d ) , w e m a y lose s igh t o f t h e ideal a n d miss any c h a n c e 

t o a t t a in it. T h i s s e e m s t o b e t h e p r o b l e m w i t h s o m e 

w h o have lost h o p e in t h e cause o f l i b e r t y in A m e r i c a . 

F o r e x a m p l e , c o n s e r v a t i v e pol i t ica l analyst D a v i d 

F r u m , f r e e - m a r k e t c o l u m n i s t B r u c e Ba r t l e t t , a n d m a g a 

z i n e w r i t e r s R o s s D o u t h a t a n d R e i h a n Sa l am r e c e n t l y 

c o n t r i b u t e d t o a s y m p o s i u m o n " T h e G O P a n d L i m i t 

e d G o v e r n m e n t : D o T h e y H a v e a F u t u r e T o g e t h e r ? " o n 

t h e C a t o I n s t i t u t e w e b s i t e . T h e i r c o m m o n c o n c l u s i o n 

was t h a t t h e r e is n o c h a n c e for g r e a t e r f r e e d o m in A m e r 

ica for t h e fo reseeab le fu tu re , especia l ly e c o n o m i c l i b 

erty. T h e r e f o r e , w e s h o u l d b e satisfied w i t h a d v o c a t i n g 

po l i c i e s t h a t w o u l d l imi t t h e d a m a g e f rom f u r t h e r g o v 

e r n m e n t g r o w t h r a t h e r t h a n w a s t i n g t i m e t r y i n g t o 

a c h i e v e t h e free society. 

F r u m a rgues tha t t h e bes t c h a n c e for a l i m i t e d -

g o v e r n m e n t a g e n d a passed in t h e 1990s , w h e n t h e c o n 

servat ives i n C o n g r e s s fai led t o p u s h t h r o u g h t h e i r 

" C o n t r a c t w i t h A m e r i c a . " " T h e state is g r o w i n g aga in ," 

F r u m despa i r s , " a n d it is p r e - p r o g r a m m e d t o c a r r y o n 

g r o w i n g . H e a l t h s p e n d i n g wi l l r ise, p e n s i o n s p e n d i n g 

wi l l r ise , a n d taxes wi l l r ise ." H e says t h a t " I t m a y b e tha t 

t h e fu tu re o f c o n s e r v a t i s m is t o r e c o g n i z e t h a t it b e l o n g s 

t o t h e past ." A t bes t A m e r i c a n c o n s e r v a t i s m m a y " l ive o n 

as a t e n d e n c y w i t h i n b o t h [poli t ical] pa r t i es , " b u t h a v i n g 

n o p o w e r ove r e i t h e r o n e . 

B a r t l e t t be l ieves " t h e R e p u b l i c a n P a r t y has b e c o m e 

d e e p l y c o r r u p t a n d appea r s t o lack any l eaders w i t h t h e 

p o t e n t i a l for p u s h i n g it b a c k in a m o r e conse rva t i ve 

d i r e c t i o n . " F u r t h e r m o r e , t h e r e are so m a n y p e o p l e n o w 

r e c e i v i n g f u n d i n g at t h e pol i t ica l t r o u g h , " i t is u n r e a l i s 

t ic t o t h i n k t h a t s p e n d i n g for t h e m can b e r e d u c e d 

e x c e p t margina l ly ." H e t h i n k s tha t t h e d r e a m of l i m i t e d 

g o v e r n m e n t s h o u l d b e f o r g o t t e n . B i g g o v e r n m e n t c a n 

n o t a n d wi l l n o t b e r e d u c e d . Ins tead , " conse rva t ives a n d 

l ibe r t a r i ans n e e d to t h i n k se r ious ly a b o u t h o w bes t t o 

f inance t h e g o v e r n m e n t s p e n d i n g tha t is i n t h e p ipe l ine . " 

G i v e n tha t " t h e e x t r e m e difficulty o f m a k i n g e v e n 

m i n u s c u l e c h a n g e s in t h e g r o w t h p a t h o f federal s p e n d 

ing , " l i be r t a r i ans s h o u l d o r g a n i z e t hemse lves i n t o an 

" i n t e r e s t g r o u p a l o n g t h e l ines o f t h e N a t i o n a l R i f l e 

A s s o c i a t i o n " a n d l o b b y for ways t o l imi t t h e fiscal a n d 

r e g u l a t o r y d a m a g e o f an inescapab ly b i g g e r a n d b i g g e r 

g o v e r n m e n t . Ba r t l e t t favors a n a t i o n a l v a l u e - a d d e d tax 

t o f u n d t h e c o m i n g fiscal m a d n e s s . 

D o u t h a t a n d Sa lam c o n c u r tha t conserva t ives " n e e d 

t o a c c e p t t ha t g o v e r n m e n t wi l l r e m a i n large in t h e 

s h o r t - r u n — f o r reasons o f e n t i t l e m e n t s p e n d i n g a lone , 

w h i l e p u r s u i n g l o n g - r a n g e s t ra tegies tha t wi l l p r o d u c e a 

m o r e o p p o r t u n i t y - f r i e n d l y , less statist A m e r i c a . " W h a t 

d o t h e y p r o p o s e for t h e l o n g e r r u n ? Tax credi ts for f a m 

ilies w i t h c h i l d r e n , i n c l u d i n g b o n u s e s for h a v i n g m o r e 

bab ie s , m a n d a t e d p o r t a b l e h e a l t h i n s u r a n c e , a n d l o w e r 

costs for s c h o o l . T h e y a d m i t tha t " n o t all o f these ideas 

invo lve less g o v e r n m e n t , per se—but t h e s m a l l - g o v e r n 

m e n t m o v e m e n t has always b e e n less a b o u t t h e abso lu te 

size o f t h e federal b u d g e t a n d m o r e a b o u t t h e w a y g o v 

e r n m e n t s p e n d i n g shapes society, for g o o d o r ( m o r e 

of ten) for ill." 

T h e s e g e n t l e m e n have d e c i d e d t h a t t h e fu tu re 

b e l o n g s t o t h e i n t e r v e n t i o n i s t welfare state. F r i e n d s o f 

f r e e d o m , w h e t h e r t h e y c o n s i d e r t hemse lves c o n s e r v a 

tives o r l i be r t a r i ans , m u s t a c c e p t this fact for years t o 

c o m e . T h e i r ro le in A m e r i c a , t he re fo re , wi l l b e r ea rgua rd 

sk i rmi shes a n d p o l i c y - i n f l u e n c i n g d a m a g e c o n t r o l as 

t h e y w a t c h an e v e r - e x p a n d i n g g o v e r n m e n t . 

Richard Ebeling (rebeling@fee.org) is the president of FEE. 
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N o t L o s i n g S i g h t o f t h e B e s t i n t h e P u r s u i t o f L i b e r t y 

I w o u l d l ike t o sugges t t h a t this a t t i t u d e w i l l o n l y 

m a k e t h e a c h i e v e m e n t o f f r e e d o m m o r e difficult. W h a t 

h a p p e n s in t h e po l i t i ca l a r ena t o d a y o r t o m o r r o w wi l l 

n o t d e t e r m i n e if f r e e d o m is r e s t o r e d in t h e fu tu re . 

A f o r m e r F E E staff m e m b e r o n c e o b s e r v e d tha t 

w h i l e po l i t i c i ans say t h e y l ead po l i t i ca l t r e n d s , t h e y in 

fact fo l low t h e m . T h e y w e t t h e i r f inger, raise it i n t h e air 

t o see w h i c h w a y t h e po l i t i ca l w i n d is b l o w i n g , a n d 

t h e n r u n i n f ront o f t h e p a r a d e a n d say, " F o l l o w m e . " 

T h e case for l i b e r t y wi l l b e w o n o u t s i d e o f po l i t i cs 

a n d t h e c u r r e n t po l i t i ca l t r e n d s . It wi l l b e w o n t h r o u g h 

a c h a n g e in t h e c l i m a t e o f ideas . A n d it w i l l b e w o n 

prec i se ly b y a r g u i n g t h e p r i n c i p l e d case for f r e e d o m , 

regardless o f t h e a p p a r e n t o p p o s i n g t r e n d s o f t h e t i m e . 

T h e b u r d e n w e face is p rec i se ly t h e c o n t i n u i n g p r e 

d o m i n a n c e o f col lec t iv is t a n d statist ideas in A m e r i c a 

a n d a r o u n d t h e w o r l d . W e see it i n t h e n o t i o n tha t g o v 

e r n m e n t m u s t p l a n for o u r r e t i r e m e n t , care for us w h e n 

w e ge t ill, see t o t h e e d u c a t i o n o f o u r c h i l d r e n , r e g u l a t e 

o u r act ivi t ies i n t h e m a r k e t p l a c e , a n d pa te rna l i s t i ca l ly 

survei l w h a t w e eat , s m o k e , read , o r w a t c h . A n d h o w can 

w e h o p e t o roll b a c k t h e s tate w h e n t o o m a n y f r iends o f 

f r e e d o m p a r t i c i p a t e in p u b l i c - p o l i c y d e b a t e s in w h i c h 

n e i t h e r t h e y n o r a n y o n e else cha l l enges t h e r a t i o n a l e for 

s u c h g o v e r n m e n t i n t e r v e n t i o n ? 

B a c k in t h e 1930s A l b e r t Jay N o c k w r o t e an essay 

t i t led "Isaiah 's J o b . " C a l l e d b y G o d t o p r e a c h r i g h t e o u s 

ness t o t h e Israel i tes , Isaiah b e c a m e d e s p o n d e n t w h e n it 

s e e m e d t h a t n o o n e was l i s t e n i n g a n d t u r n i n g away f r o m 

his o r h e r sinful ways . Isaiah asked G o d w h y h e h a d b e e n 

sen t o n s u c h an i m p o s s i b l e task, a n d w a n t e d t o b e 

re l i eved o f this t hank le s s a n d s e e m i n g l y futile effort . 

G o d r e p l i e d t h a t j u s t b e c a u s e h e d i d n o t k n o w w h o s e 

h e a r t a n d m i n d h e was t o u c h i n g d i d n o t m e a n it was 

w i t h o u t effect. G o d k n e w w h o was t o u c h e d b y Isaiah's 

message , a n d t h a t was all t h a t was necessary . 

N o c k ' s p o i n t was t h a t w e m u s t l o o k b e y o n d w h a t 

m a y a p p e a r t o b e t h e successes a n d failures o f t h e p r e s 

e n t i n m a k i n g t h e case for l iber ty. I n d e e d , w e m u s t n o t 

e v e n w o r r y a b o u t w h e t h e r o r n o t w e are w i n n i n g . C o n 

s tant ly l o o k i n g ove r o u r s h o u l d e r s t o see if a n y o n e is fo l 

l o w i n g t o o of ten results i n o u r c h a n g i n g t h e message t o 

fit w h a t w e t h i n k o t h e r s wi l l f ind pa la tab le . T h a t m e a n s 

o u r m e s s a g e can ' t b e m u c h different f rom w h a t a l ready 

appea ls t o m a n y p e o p l e — i n o t h e r w o r d s , j u s t a n o t h e r 

v a r i a t i o n o n t h e statist t h e m e s o f o u r t i m e . 

Lost Confidence 

To persuas ive ly p r e a c h a n e n d t o d e p e n d e n c y o n 

g o v e r n m e n t can sure ly s e e m as i m p o s s i b l e as Isa

iah's j o b . T h e a u t h o r s q u o t e d have lost c o n f i d e n c e in t h e 

t r i u m p h o f f r e e d o m . A n d b y s u r r e n d e r i n g in this way, 

t h e y m a k e it t h a t m u c h easier for t h e c u r r e n t statist 

t r e n d t o c o n t i n u e . 

O u r a u t h o r s h a v e c o n c l u d e d t h a t j u s t as m e n s e e m 

u n a b l e t o resist t h e t e m p t a t i o n o f sin, so t h e y are t o o 

w e a k t o k i c k t h e h a b i t o f g o v e r n m e n t d e p e n d e n c y . B u t 

j u s t as m e n can a n d have c o m e to sa lva t ion , so t h e y can 

also d e c i d e t h a t f r e e d o m a n d se l f - respons ib i l i ty are 

w o r t h r e c l a i m i n g as we l l . 

I n a d d i t i o n t o th is , t h e fiscal b u r d e n s o f t h e wel fa re 

s tate are t h r e a t e n i n g t o b e c o m e so g rea t in t h e c o m i n g 

d e c a d e s tha t o u r soc i e ty wi l l face a ser ies o f u n a v o i d a b l e 

po l i t i ca l c rossroads . H o w severe t h e crises wi l l b e a n d 

h o w t h e d a m a g e wi l l b e m i n i m i z e d wi l l d e p e n d o n t h e 

m o r a l a n d social p h i l o s o p h i e s t h a t are c o m p e t i n g for 

a c c e p t a n c e . 

W h e n s u c h crises ar ise a n d po l i t i ca l c h o i c e s are 

m a d e , it wi l l b e c ruc ia l t h a t t h e classical- l iberal , f r ee -

m a r k e t v i s ion is p r e s e n t as a v iab le a l t e rna t ive . T h i s wi l l 

n o t h a p p e n unless t h a t v i s i o n has b e e n p r e s e n t e d in a 

c o n s i s t e n t a n d p r i n c i p l e d w a y a n d in s tark con t r a s t t o its 

col lec t iv is t c o m p e t i t o r s . P rec i se ly so t h e idea l o f f r ee 

d o m wi l l b e u n d e r s t o o d a n d t a k e n se r ious ly w h e n t h a t 

t i m e c o m e s , its advoca t e s m u s t have t h e c o u r a g e o f t h e i r 

c o n v i c t i o n s i n d e f e n d i n g it today. (^) 
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-Perspective 

Cleaning Up After 
the Elephants 

I d e t e c t a p a t t e r n in t h e cha l l enges h u r l e d at l iberals 

o n nea r ly eve ry issue. T h e o p p o n e n t o f l ibera l i sm 

desc r ibes a p r o b l e m , invar iably w i t h roo t s in a g o v 

e r n m e n t i n f r i n g e m e n t o f f r e e d o m . In r e sponse , h e p r e 

scr ibes m o r e g o v e r n m e n t i n t e r f e r e n c e w i t h f r e e d o m , at 

w h i c h p o i n t t h e l ibera l in ter jec ts t ha t t h e bes t a n d o n l y 

j u s t s o l u t i o n is t h e repea l o f t h e cu lpab l e state p o w e r . T h e 

statist repl ies tha t this wi l l n o t d o b e c a u s e t h e liberal 's 

p r o p o s a l w o n ' t solve eve ry re la ted p r o b l e m a n d m a y e v e n 

reveal h i t h e r t o o v e r l o o k e d p r o b l e m s . U n d o still m o r e 

g o v e r n m e n t a c t i on , t h e l iberal repl ies . B u t this b r i n g s t h e 

s a m e c r i t i c i sm. 

H e r e ' s w h a t ' s g o i n g o n . T h e exercise o f state p o w e r 

for m a n y years has c r ea t ed gross d i s to r t i ons in incen t ives , 

c o n s u m e r p re fe rences , a n d i n v e s t m e n t , l e a d i n g to t h e 

p r o b l e m s u n d e r d i scuss ion . I n o t h e r w o r d s , t h e po l i t i c ians 

a n d b u r e a u c r a t s have m a d e a royal m e s s . T h e n liberals are 

fau l ted for n o t b e i n g able t o c lean it u p t idi ly w i t h t h e 

w a v e o f a h a n d . T h a t t h e y can ' t m a k e e v e r y t h i n g r i g h t at 

o n c e is h e l d against l ibera l i sm. 

A n e x a m p l e o f this is m e d i c a l i n su rance . G o v e r n m e n t 

has r e g u l a t e d a n d heav i ly f i n a n c e d every aspect o f m e d 

i c ine a n d i n s u r a n c e for years . As a resul t , d e m a n d a n d 

h e n c e p r i ces have g o n e u p past t h e p o i n t t h e y w o u l d 

have g o n e in a free m a r k e t , p r i c i n g s o m e p e o p l e o u t o f 

t h e fe t t e red m a r k e t . W h e n a l iberal advoca tes r e m o v i n g 

t h e t a n g l e d w e b o f r egu la t ions , taxes, a n d subsidies , a n d 

l e t t i n g t h e free a n d c o m p e t i t i v e m a r k e t o p e r a t e , t h e sta

tist ob jec t s t ha t this idea w o n ' t i m m e d i a t e l y enab le 

e v e r y o n e t o have "a f fo rdab le" h e a l t h i n s u r a n c e a n d m e d 

ical care. T h e s a m e a r g u m e n t is m a d e a b o u t Socia l S e c u 

rity. T rans la t ion : " M y side bo l l i xed th ings u p terr ibly , b u t 

s ince y o u r s ide can ' t resolve e v e r y t h i n g s m o o t h l y a n d 

painlessly b y t o m o r r o w , m y side s h o u l d c o n t i n u e cal l ing 

t h e shots . " 

T h i s , I s u b m i t , falls s h o r t i n t h e log ic d e p a r t m e n t . If 

t h e p r e s e n t statist c o u r s e is h e a d e d t o w a r d c o n t i n u e d a n d 

i nc r ea s ing disaster, t h e n w e n e e d a n e w c o u r s e . T h a t t h e 

f r e e d o m a p p r o a c h can ' t m a k e e v e r y t h i n g n e w o v e r n i g h t , 

o r e v e n in t h e n e x t f ew years , is ha rd ly an a r g u m e n t 

against it. T h e fact is, w h a t w e ' r e d o i n g n o w is caus ing 
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misery , insecur i ty , a n d a d v a n c i n g s e r f d o m . T o a d d insu l t 

t o injury, t h a t v e r y m i s e r y a n d i n s e c u r i t y are m a d e t o 

jus t i fy m o r e m e a s u r e s t h a t wi l l o n l y a d d to t h e m i s e r y 

a n d insecur i ty , n o t t o m e n t i o n t h e s e r f d o m . O n e o f t w o 

t h i n g s wi l l h a p p e n : e i t h e r w e ' l l e n d u p w i t h c o m p l e t e 

cen t r a l p l a n n i n g ( the a b o l i t i o n o f f r e e d o m ) in w h i c h 

e v e r y t h i n g n o t p r o h i b i t e d is r e q u i r e d , o r w e ' l l set t le i n t o 

a w r e t c h e d , s t a g n a n t socia l e q u i l i b r i u m s h o r t o f t o t a l i 

t a r i a n i s m a n d m u d d l e a l o n g indef in i te ly . D e s i d e r a t a 

t h e s e are n o t . 

T h e o n l y h o p e f u l a l t e rna t ive is f r e e d o m , t h e p r o g r e s 

sive r e m o v a l o f t h e m a n y levels o f s tate i n t e r f e r e n c e w i t h 

o u r peace fu l p r o d u c t i v e act iv i t ies . T h e state's c o e r c i o n 

has c r e a t e d u n t o l d d i s loca t ions , i n c l u d i n g s o m e as ye t 

u n d e t e c t e d . T h u s as p o w e r is p e e l e d away, p r o b l e m s wi l l 

b e r evea led t h a t w e r e n o t a p p a r e n t be fo re . It is n o t l i b 

e ra l i za t ion t h a t wi l l h a v e c r e a t e d t h o s e p r o b l e m s . O n t h e 

con t r a ry , pe r s i s t en t l i be ra l i za t ion wi l l solve t h e m . 

If y o u w a n t a n idea o f w h a t t o e x p e c t , r e a d H e n r y 

Hazl i t t ' s n o v e l , Time Will Run Back. I n Hazl i t t ' s s tory, a 

p r a g m a t i c m a n acqu i r e s t h e t o p j o b in a w o r l d w i d e 

to t a l i t a r i an state. S e e i n g t h a t p e o p l e are i n c o n v e n i e n c e d 

b y t h e r a t i o n i n g sys t em, h e p r o p o s e s w h a t l o o k s l ike a 

m i n o r a d j u s t m e n t . H e h a d n o i n t e n t i o n o f m a k i n g any 

b i g c h a n g e s , b u t , in a reverse o f Mises 's " c r i t i q u e o f 

i n t e r v e n t i o n i s m , " t h e l i t t le c h a n g e " c r e a t e s " n e w p r o b 

l e m s t h a t t h e c o m m i s s a r sees c a n o n l y b e so lved b y fu r 

t h e r l ibera l t w e a k i n g . T h e log ica l d e s t i n a t i o n is laissez 

faire. 

T h a t is t h e r o u t e w e h o p e t o b e g i n t r ave l ing as l i b e r 

al ideas b e c o m e m o r e p r o m i n e n t i n o u r c u l t u r e . W h i l e 

w e s h o u l d a d v o c a t e a b o l i t i o n o f all i n t e r v e n t i o n , a b o l i 

t i o n all at o n c e is u n l i k e l y t o h a p p e n . ( A l t h o u g h w e 

c a n h o p e , can ' t we?) B u t v /h i l e g r a d u a l l i be ra l i za t ion is 

likely, it d o e s n ' t f o l low tha t w e s h o u l d advocate g r a d u a l 

i sm. As t h e g rea t s lavery abo l i t i on i s t W i l l i a m L loyd 

G a r r i s o n u n d e r s t o o d , " G r a d u a l i s m i n t h e o r y is p e r p e t u 

i ty i n p r ac t i c e . " 

• • • 
T h e U n i t e d States n e v e r h a d w h o l e s a l e g o v e r n m e n t 

o w n e r s h i p o f t h e m e a n s o f p r o d u c t i o n , b u t t ha t d o e s n ' t 

m e a n there ' s n o c e n t r a l e c o n o m i c p l a n n i n g . Ju s t l o o k at 

w h a t goes o n in t h e n a m e o f d e v e l o p m e n t at t h e m u n i c 

ipal a n d r e g i o n a l levels. S t e v e n G r e e n h u t r e p o r t s . 

E v e n i n a m i x e d e c o n o m y bus iness success is n o t 

g u a r a n t e e d . J o h n S e m m e n s l o o k s at t h e f lu id i ty o f t h e 

F o r t u n e 5 0 0 . 

A p o p u l a r fallacy t o d a y e q u a t e s d e m o c r a c y w i t h l i b 

erty. B u t as J a m e s B o v a r d s h o w s , t h e t w o c o u l d n ' t b e fu r 

t h e r apar t . 

T h e r e ' s d a n g e r in p i c k i n g o u t o n e p a r t o f soc i e ty as 

t h e m o s t i m p o r t a n t , as V i c t o r J a c o b s o n exp la ins in this 

m o n t h ' s F E E T i m e l y Classic . 

C a n e c o n o m i s t s g ive p u b l i c - p o l i c y a d v i c e w i t h o u t 

c o m p r o m i s i n g e c o n o m i c s as a va lue - f r ee d isc ip l ine? 

Israel K i r z n e r b e g i n s a n e x p l o r a t i o n o f this q u e s t i o n in 

t h e first o f a t h r e e - p a r t ser ies . 

P r e s i d e n t B u s h c la ims t h e a u t h o r i t y t o eavesdrop , 

w i t h o u t w a r r a n t s , o n t e l e p h o n e calls b e t w e e n s u s p e c t e d 

t e r ro r i s t s i n fo re ign c o u n t r i e s a n d U . S . r e s iden t s . Is t h a t 

c l a im valid? R o b e r t L e v y takes u p th is c r i t i ca l m a t t e r . 

I n t h e c o l u m n s d e p a r t m e n t , here ' s w h a t w e f ind: 

R i c h a r d E b e l i n g exp la ins w h y po l i t i ca l t r e n d s are m i s 

l e a d i n g . L a w r e n c e R e e d takes a s w i n g at g o v e r n m e n t s 

t h a t r u n go l f c o u r s e s . T h o m a s Szasz exp la ins social c o n 

t ro l t h r o u g h p s y c h i a t r i c d iagnos i s as a n i m p o s i t i o n a n d 

a s s u m p t i o n o f ro les . B u r t o n F o l s o m s h o w s t h e c o n n e c 

t i o n b e t w e e n w a r a n d d e b t . W a l t e r W i l l i a m s c o n c l u d e s 

his E c o n o m i c s for t h e C i t i z e n ser ies . A n d D a v i d H e n 

d e r s o n , r e a d i n g t h e c l a i m t h a t n o o n e is g e t t i n g w e a l t h 

ie r b u t t h e a l r eady-wea l thy , r e s p o n d s , " I t Ju s t A i n ' t S o ! " 

T h e b o o k r e v i e w e r s r e n d e r verd ic t s o n w o r k s a b o u t 

t h e b o m b i n g o f civi l ians, t h e Progress ives ' r e m a k e o f t h e 

C o n s t i t u t i o n , a n e n v i r o n m e n t a l i s t ' s s e c o n d t h o u g h t s , a n d 

t h e w o r d s o f L u d w i g v o n M i s e s . 

—Sheldon Richman 

srichman@fee.org 
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Only the Rich Are Getting Richer? 
It Just Ain't So! 

BY OAVID R. H E N D E R S O N 

I n a n era w h e n t h e r i c h are t h e o n l y i n c o m e g r o u p 

g e t t i n g r i c h e r , " b e g i n s a n ar t ic le i n t h e A p r i l 13 

Washington Post. (Bla ine H a r d e n , " A s t h e R i c h 

R i d e In , M a n y A r e P r i c e d O u t o f H o m e s o n t h e 

R a n g e " ) B u t in this o n e 1 3 - w o r d s t a t e m e n t , ve r s ions o f 

w h i c h h a v e b e c o m e so c o m m o n in c o n v e r s a t i o n s a n d 

n e w s p a p e r r e p o r t s , are n o t o n e b u t t w o m i s t a k e n c la ims . 

First , t h e r i c h are n o t an i n c o m e g r o u p b u t a w e a l t h 

g r o u p . W h e n y o u say s o m e o n e ' s r i c h , y o u are typica l ly 

r e f e r r i n g t o h o w w e a l t h y t h e p e r s o n is, n o t t o t h e p e r 

son's i n c o m e . W e a l t h a n d i n c o m e are t w o different 

t h i n g s . W e a l t h is typ ica l ly m e a s u r e d b y a pe r son ' s n e t 

w o r t h — t h e v a l u e o f his t a n g i b l e assets m i n u s his deb t s . 

I n c o m e is, we l l , i n c o m e , t h e a m o u n t o f m o n e y t h e p e r 

s o n m a k e s o r rece ives annual ly . A l t h o u g h t h e t w o are 

pos i t ive ly c o r r e l a t e d , t h e y are n o t c lose t o b e i n g p e r f e c t 

ly c o r r e l a t e d . P e o p l e can b e h i g h - i n c o m e b u t n o t 

w e a l t h y if t h e y s p e n d e v e r y t h i n g t h e y e a r n ; a l t e r n a t i v e 

ly, t h e y can b e l o w - i n c o m e b u t r i c h if t h e y s t a r t ed t o 

save ear ly a n d t o invest in assets t ha t a p p r e c i a t e d . M a n y 

o f t h e e lde r ly in this c o u n t r y are in t h a t p o s i t i o n — t h e y 

h a v e l o w r e t i r e m e n t i n c o m e s b u t h i g h n e t w o r t h s . 

I n d e e d , o n e o f t h e s t r i k i n g f ind ings in t h e p o p u l a r b o o k 

The Millionaire Next Door, b y T h o m a s J. S tan ley a n d 

W i l l i a m D. D a n k o , is t h a t m o s t o f t h e f ew m i l l i o n m i l 

l iona i res in t h e U n i t e d States have n e v e r h a d p a r t i c u l a r 

ly h i g h i n c o m e s . I w o u l d have t h o u g h t t h a t fact w o u l d 

b e c o m m o n k n o w l e d g e a m o n g r e p o r t e r s w h o w r i t e 

a b o u t t h e w e a l t h y for s u c h p r e s t i g i o u s p u b l i c a t i o n s as 

t h e Washington Post. B u t a p p a r e n t l y n o t . 

It is c lear f rom t h e rest o f H a r d e n ' s a r t ic le tha t h e is 

t a l k i n g a b o u t t h e wea l thy , n o t a b o u t h i g h - i n c o m e p e o 

ple . T h a t b r i n g s us t o t h e n e x t q u e s t i o n : are t h e 

w e a l t h y — a t e r m t h a t H a r d e n n e v e r def ines , b u t h e 

s e e m s to m e a n p e o p l e w i t h a n e t w o r t h o f we l l over o n e 

m i l l i o n d o l l a r s — t h e o n l y g r o u p g e t t i n g wea l th i e r ? T h e 

a n s w e r is n o . A n d t h e data tha t tell us tha t are f rom an 

ar t ic le p u b l i s h e d b y t h e Federa l R e s e r v e B o a r d . E v e r y 

t h r e e years t h e F e d car r ies o u t a " S u r v e y o f C o n s u m e r 

F i n a n c e s , " a n d its m o s t r e c e n t su rvey was based o n data 

f rom 2 0 0 4 . U s i n g t h o s e data , Federa l R e s e r v e e c o n o 

mists B r i a n B u c k s , A r t h u r K e n n i c k e l , a n d K e v i n M o o r e 

f o u n d tha t a l t h o u g h w e a l t h grew, it g r e w less b e t w e e n 

2 0 0 1 a n d 2 0 0 4 t h a n b e t w e e n 1 9 9 8 a n d 2 0 0 1 . T h e m e d i 

an w e a l t h o f families g r e w by 1.5 p e r c e n t , ad jus ted for 

inf la t ion , w h i l e average n e t w e a l t h g r e w b y 6 .3 p e r c e n t . 1 

It's t r u e tha t families in t h e b o t t o m 2 5 p e r c e n t , m e a s 

u r e d b y w e a l t h , h a d o n average a $ 1 , 4 0 0 d e c l i n e in n e t 

w o r t h b e t w e e n 2 0 0 1 a n d 2 0 0 4 , g o i n g f rom a b o u t $0 t o 

m i n u s $ 1 , 4 0 0 . Fami l ies in t h e s e c o n d - l o w e s t 2 5 p e r c e n t 

h a d essential ly n o c h a n g e , t h e i r average n e t w o r t h r i s ing 

f rom $ 4 7 , 0 0 0 to $ 4 7 , 1 0 0 . (All data are in f l a t ion-ad jus t 

ed t o 2004 . ) B u t families i n t h e s e c o n d - h i g h e s t 2 5 p e r 

c e n t , a g r o u p n o t n o r m a l l y c h a r a c t e r i z e d as r i c h , saw 

t h e i r ave rage n e t w o r t h c l i m b f r o m $ 1 7 6 , 6 0 0 t o 

$ 1 8 5 , 4 0 0 , an increase o f 5 p e r c e n t . Fami l ies in t h e 7 5 t h 

t o 9 0 t h p e r c e n t i l e , again a g r o u p n o t n o r m a l l y c h a r a c 

t e r i z e d as r i c h , h a d t h e i r average n e t w o r t h c l i m b f rom 

$ 4 7 8 , 6 0 0 t o $ 5 2 6 , 7 0 0 , an increase o f 10 p e r c e n t . F ina l 

ly, famil ies in t h e t o p 10 p e r c e n t by w e a l t h , a g r o u p n o r 

ma l ly t h o u g h t o f as r i c h , h a d t h e i r n e t w o r t h r ise f rom 

$ 2 , 9 3 6 , 1 0 0 to $ 3 , 1 1 4 , 2 0 0 , an increase o f 6.1 p e r c e n t . 

In sho r t , " t h e r i c h " w e r e n o t t h e o n l y g r o u p w h o s e 

w e a l t h rose. M o r e o v e r , t h e b igges t p e r c e n t a g e increase in 
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economics professor at the Naval Postgraduate School in Monterey, 
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Great Decisions in Business and Life (Chicago Park Press, 2006). 
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n e t w o r t h was n o t for t h o s e in t h e t o p 10 p e r c e n t ( " t h e 

r i c h " ) , b u t for t h o s e in t h e 7 5 t h t o 9 0 t h p e r c e n t i l e . To 

p u t t h a t i n p e r s p e c t i v e , t h e s e w e r e famil ies w h o s e n e t 

w o r t h in 2 0 0 4 was at least $ 3 2 8 , 5 0 0 a n d n o m o r e t h a n 

$ 8 3 1 , 6 0 0 , a g r o u p t h a t is c lear ly w e l l - t o - d o b u t n o t 

" r i c h . " 

B u t t h e t r u e increases are u n d e r s t a t e d . As m e n t i o n e d , 

t h e s e da ta are in r e a l — i n f l a t i o n - a d j u s t e d — t e r m s . T o d o 

t h e in f la t ion a d j u s t m e n t , t h e Fede ra l R e s e r v e e c o n o 

mists u s e d t h e C o n s u m e r P r i c e I n d e x ( C P I ) . B u t e c o n 

omis t s have f o u n d t h a t t h e C P I overs ta tes increases in 

t h e cos t o f l iv ing in t h r e e ways . First , b e c a u s e it m e a s u r e s 

t h e cos t o f a g i v e n baske t o f g o o d s a n d serv ices o v e r 

t i m e , it fails t o a c c o u n t for p e o p l e s u b s t i t u t i n g away f r o m 

g o o d s w h o s e p r i c e s w e n t u p a lo t t o g o o d s w h o s e p r i c e s 

w e n t u p less, t h e so -ca l l ed s u b s t i t u t i o n effect. S e c o n d , it 

fails t o a c c o u n t for shifts ove r t i m e r e g a r d i n g w h e r e p e o 

p le b u y t h e i r g o o d s , t h e so -ca l l ed W a l - M a r t effect. T h i r d , 

t h e C P I fails t o a c c o u n t a d e q u a t e l y for n e w p r o d u c t s 

a n d for qua l i ty increases i n p r o d u c t s ( m o s t g o o d s a n d 

serv ices n o t p r o d u c e d b y g o v e r n m e n t ge t b e t t e r ove r 

t i m e ) . H o o v e r I n s t i t u t i o n e c o n o m i s t M i c h a e l B o s k i n , 

w h o c h a i r e d t h e A d v i s o r y C o m m i s s i o n o n t h e C o n 

s u m e r P r i c e I n d e x f r o m 1 9 9 5 t o 1 9 9 6 , c o n c l u d e s t h a t 

e v e n after s o m e r e f o r m s w e r e m a d e i n c o m p u t i n g t h e 

C P I , it still overs ta tes a n n u a l in f la t ion b y 0.8—0.9 o f a 

p e r c e n t a g e p o i n t . 

T h i s m i g h t s o u n d smal l , b u t ove r a f ew years it adds 

u p . E v e n t a k i n g t h e l o w e n d — a n o v e r s t a t e m e n t o f 0 .8 o f 

a p o i n t a n n u a l l y — i t m e a n s t h a t t h e real n e t w o r t h s o f all 

g r o u p s e x c e p t t h o s e in t h e l owes t 2 5 p e r c e n t i nc reased . 

T h e s e c o n d - l o w e s t 2 5 p e r c e n t , for e x a m p l e , h a d t h e i r 

n e t w o r t h s c l i m b b y 2 .4 p e r c e n t . A n d w e can t ack o n 2 .4 

p o i n t s t o t h e increases in w e a l t h r e p o r t e d for p e o p l e in 

t h e t o p half. 

O n e la rge l i m i t a t i o n o n t h e use o f t h e Fede ra l 

R e s e r v e da ta is t h a t t h e y d o n ' t t r a c k famil ies b u t i n s t e a d 

j u s t t ake snapsho t s . B e c a u s e p e o p l e m o v e in a n d o u t o f 

w e a l t h c a t e g o r i e s , j u s t as t h e y m o v e in a n d o u t o f 

i n c o m e c a t e g o r i e s , w e d o n t real ly k n o w w h a t ' s h a p p e n 

i n g to famil ies ove r t i m e . W h i l e t h e average fami ly is g e t 

t i n g wea l t h i e r , m a n y famil ies i n all w e a l t h c a t e g o r i e s are 

g e t t i n g p o o r e r a n d m a n y o t h e r s are g e t t i n g r i c h e r . 

Inflated Housing Prices 

Th e r e is o n e o t h e r l i m i t a t i o n . T h e Fede ra l R e s e r v e 

s t u d y f o u n d tha t , a m o n g t h e g r o u p s w h o s e w e a l t h 

d i d increase , a m a j o r c o m p o n e n t o f t h a t inc rease was t h e 

r ise in t h e i r e q u i t y in t h e i r h o m e s . T o t h e e x t e n t t h a t this 

inc rease was d u e t o g o v e r n m e n t r e s t r i c t i ons o n b u i l d i n g , 

w h i c h M I T e c o n o m i s t E d w a r d Glaese r a n d W h a r t o n 

e c o n o m i s t J o s e p h G y o u r k o have f o u n d to b e t h e b igges t 

f ac to r i n h o u s i n g - p r i c e increases s ince 1 9 7 0 , it d o e s n o t 

r e p r e s e n t a real w e a l t h inc rease b u t r a t h e r a n artificial 

scarcity. 2 T h e s o l u t i o n w o u l d b e t o re lax t h e r e s t r i c t ions 

o n c o n s t r u c t i o n . As a s ide n o t e , local g o v e r n m e n t s in t h e 

U n i t e d Sta tes , s p u r r e d o n b y h o m e o w n e r s , s e e m d e a d set 

o n m a k i n g h o u s i n g wnaffordable t o t h e lowes t 2 5 p e r 

c e n t o f t h e p o p u l a t i o n . 

Finally, as n o t e d earl ier , it's t r u e t h a t w e a l t h d i d 

inc rease less b e t w e e n 2 0 0 1 a n d 2 0 0 4 t h a n b e t w e e n 1 9 9 8 

a n d 2 0 0 1 . T h i s h i g h e r g r o w t h in t h e ear l ie r p e r i o d c a n 

n o t b e a t t r i b u t e d t o t h e s t o c k - m a r k e t b o o m b e c a u s e 

m o s t o f t h e d o t - c o m crash h a d o c c u r r e d by 2 0 0 1 . T h e 

l o w e r g r o w t h in t h e la ter years c a n in p a r t b e a t t r i b u t e d 

t o t h e r ecess ion tha t b e g a n in 2 0 0 1 . P r o b a b l y m o r e 

i m p o r t a n t , w h e n a g o v e r n m e n t takes a n i n c r e a s i n g share 

o f t h e e c o n o m y ' s o u t p u t a n d was tes it, t h e resul t wi l l b e 

less w e a l t h or , m o r e exactly, less g r o w t h in w e a l t h t h a n 

o t h e r w i s e . U n d e r G e o r g e W B u s h federal s p e n d i n g 

i n c r e a s e d f r o m 18 .5 p e r c e n t o f gross d o m e s t i c p r o d u c t 

i n 2 0 0 1 t o 19 .9 p e r c e n t i n 2 0 0 4 . F o r t h o s e w o n d e r i n g 

h o w t o h a v e w e a l t h inc rease m o r e for p e o p l e at all l e v 

els, a g o o d p lace t o s tar t w o u l d b e t o p a r e b a c k t h e size 

a n d p o w e r o f t h e federa l g o v e r n m e n t . 

1. " R e c e n t Changes in U.S. Family Finances: Ev idence from the 
2001 and 2004 Survey of C o n s u m e r Finances," www.federalreserve. 
gov /pubs /bu l l e t in /2006 / fmancesurvey .pdf . 

2. " T h e Impact of Z o n i n g o n H o u s i n g AfFordability," Economic 
Policy Review, 2 0 0 3 , (2), pp. 2 1 - 3 9 . 

7 J U L Y / A U G U S T 2006 

http://www.federalreserve


Central Planning Comes to Main Street 

B Y S T E V E N G R E E N H U T 

A casual r eade r c o u l d b e forg iven for s k i m m i n g 

t h r o u g h a f ron t -page Los Angeles Times ar t ic le 

f rom F e b r u a r y 12 a n d t h i n k i n g tha t t h e s to ry 

was j u s t a n o t h e r Times e x p o s e o f pol i t ical c o r r u p t i o n in 

s o m e T h i r d W o r l d b a c k w a t e r . T h e art icle is l ike so m a n y 

o t h e r s , of fer ing a tale o f a g o v e r n m e n t w i t h o u t c o n t e s t e d 

e lec t ions , t h e use o f po l i ce p o w e r s against pol i t ical i n s u r 

gen ts , a n d leaders w h o e n r i c h themse lves a n d c h o o s e e c o 

n o m i c w i n n e r s a n d losers w i t h i n the i r d o m a i n . 

O n c lose r e x a m i n a t i o n w e l e a r n t h a t t h e s to ry t o o k 

p l ace , n o t in s o m e far -of f n a t i o n , b u t in Ca l i fo rn i a , i n t h e 

t iny i ndus t r i a l c i ty o f V e r n o n , l o c a t e d o n l y a f ew mi les 

s o u t h o f t h a t n e w s p a p e r ' s d o w n t o w n offices. 

" T w e n t y - f i v e years after its e l e c t e d officials last h a d a 

c o n t e s t e d ba l lo t , e i g h t s t r angers t o o k u p r e s idence , " t h e 

Times r e p o r t e d , n o t i n g tha t t h e n e w c o m e r s h a d i n s t a n t 

ly filed p a p e r s t o r u n for c i ty c o u n c i l . " W i t h i n days, c i ty 

u t i l i ty t r u c k s h a d t u r n e d off t h e i r p o w e r . T h e b u i l d i n g 

t h e y s h a r e d was s l a p p e d w i t h r e d tags b y i n s p e c t o r s w h o 

said t h e p r o p e r t y was 'unsafe a n d d a n g e r o u s ' as a res i 

d e n c e . S t r o b e l ights f lashed t h r o u g h t h e i r w i n d o w s . T h e y 

a n d s o m e o f t h e i r relat ives w e r e p l a c e d u n d e r su rve i l 

l ance . Shor t ly , c i ty p o l i c e a n d t h e officials d r i l l ed ho le s in 

t h e l ocks a n d e v i c t e d t h e w o u l d - b e of f ice-seekers . H a v 

i n g d e p r i v e d t h e i n t e r l o p e r s o f c i ty r e s i d e n c e , V e r n o n 

officials o n J a n . 2 7 d isqual i f ied t h e m f r o m t h e ba l lo t . " 

W i t h t h e n e w c o m e r s g o n e , t h e o ld g u a r d c o u l d stay 

in p o w e r , e l i m i n a t i n g ye t a n o t h e r e l e c t i o n a n d c l i n g i n g 

t o t h e benef i t s t h e y rece ive for r u n n i n g this f i v e - s q u a r e -

m i l e ci ty o f 9 3 p e o p l e . W h o says small t o w n s can ' t b e 

p l a g u e d b y b i g g o v e r n m e n t ? 

B e c a u s e V e r n o n is, i n essence , a n indus t r i a l p a r k t h a t 

is i n c o r p o r a t e d as a city, it is an odd i ty . B u t i n reality, t h e 

c i ty is j u s t a n e x t r e m e e x a m p l e o f w h a t ' s h a p p e n i n g in 

Ca l i fo rn i a a n d n a t i o n w i d e w h e n it c o m e s t o m u n i c i p a l 

g o v e r n m e n t . 

C i t y officials d o n ' t see t hemse lves as represen ta t ives 

o f t h e " p e o p l e " w h o b u s y t hemse lves w i t h p r o t e c t i n g 

t h e i r r igh t s a n d p r o v i d i n g a few f u n d a m e n t a l " se rv ices , " 

s u c h as in f ras t ruc tu re , p u b l i c safety, a n d t h e l ike. Ins tead , 

c i ty staff a n d ci ty counc i l s v i e w themse lves as e c o n o m i c 

d e v e l o p e r s , c h a r g e d w i t h l u r i n g n e w businesses , k e e p i n g 

o l d o n e s f rom leav ing , a n d m i c r o m a n a g i n g t h e i r m i c r o 

e c o n o m i e s . 

S o m e t i m e s t h e i r goals s o u n d h i g h - m i n d e d ( re juve

n a t i n g d o w n t o w n ) , b u t basically it's a b o u t t h e cash. 

M u n i c i p a l g o v e r n m e n t s are h e l l - b e n t o n m a x i m i z i n g 

t ax r e v e n u e s at eve ry t u r n , a n d t h e y use t h e i r vast p o w 

ers t o ach ieve tha t e n d . It's t h e c o r p o r a t e state at t h e 

local level, ye t s o m e t h i n g tha t m a n y obse rve r s a n d 

ac t i v i s t s—even l ibe r ta r i ans a n d c o n s e r v a t i v e s — o v e r l o o k 

as t h e y fixate o n state capitals a n d W a s h i n g t o n , D . C . 

C i t i e s have ca r ro t s a n d sticks available to ach ieve t h e 

des i red o u t c o m e s . I n V e r n o n w e see t h e s t ick in a c t i on . 

T h e c i ty con t ro l s t h e en t i r e h o u s i n g m a r k e t a n d u s e d its 

r e g u l a t o r y p o w e r s t o d e n y legal r e s idence t o n e w c o m 

ers. O n e c a n n o t live in a n o n - a p p r o v e d indus t r i a l b u i l d 

ing , so t h e ci ty sen t c o d e officials a n d p o l i c e t o d r ive t h e 

n e w res idents o u t o f t o w n . I 've n e v e r seen this be fore , 

b u t I r o u t i n e l y w a t c h cities d e n y c o n d i t i o n a l - u s e p e r 

mi t s ( C U P s ) t o c h u r c h e s t h a t w a n t t o l oca t e in i n d u s 

t r ia l pa rks . T h a t ' s b e c a u s e c i ty p l a n n e r s k n o w tha t by 

shif t ing a use f rom i n d u s t r y t o r e l ig ion , t h e y lose s o m e 

o f t h e i r tax base. 

Steven Greenhut (sgreenhut@ocregister.com) is senior editorial writer 
and columnist at the O r a n g e C o u n t y Regis te r in Santa Ana, Calif. 
He is author of Abuse of Power : H o w the G o v e r n m e n t Misuses 
E m i n e n t D o m a i n . 
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I h a v e r e p e a t e d l y s e e n ci t ies d e n y approvals for h o u s 

i n g t racts for s imi lar reasons—off ic ia l s v i e w s u c h t racts as 

a d r a i n o n t h e i r b u d g e t . T h e y m u c h pre fe r t h a t r a w l a n d 

b e u s e d for t h e c o n s t r u c t i o n o f b i g - b o x s tores , h o t e l s , 

a n d a u t o mal ls , w h i c h offer l uc ra t ive sa les- tax b o u n t y . 

T h e b i g g e s t e c o n o m i c - d e v e l o p m e n t s t i ck is, o f 

c o u r s e , e m i n e n t d o m a i n . T h a t p rocess has g a i n e d m u c h 

a t t e n t i o n s ince last s u m m e r , w h e n t h e U . S . S u p r e m e 

C o u r t r u l e d in Kelo v. the City of New London ( C o n 

n e c t i c u t ) t h a t it's o k a y for ci t ies t o u se e m i n e n t d o m a i n 

t o t ake n o n b l i g h t e d p r o p e r t i e s f r o m t h e i r o w n e r s a n d 

g ive t h e m t o d e v e l o p e r s i n o r d e r t o i m p r o v e e c o n o m i c 

d e v e l o p m e n t . 

T h e p u b l i c , u n d e r s t a n d a b l y , has b e e n o u t r a g e d at t h e 

n o t i o n t h a t t h e i r h o m e s o r smal l bus inesses are n o t safe 

f r o m t h e g r e e d y eyes o f d e v e l o p e r s c o l l u d i n g w i t h t a x -

h u n g r y c i ty officials, a n d t h e b a c k l a s h is still u n f o l d i n g i n 

C o n g r e s s a n d state legis la tures . B u t m o s t o f t h e c o n s i d 

erab le n a t i o n w i d e focus , a n d all o f t h e p r o p o s e d legis la

t ive fixes, h a v e b e e n o n t h e act o f t a k i n g p r o p e r t y f r o m 

o n e o w n e r a n d g i v i n g it t o a n o t h e r o w n e r . Yes, t h e r e is 

a b r o a d u n d e r s t a n d i n g t h a t cit ies d o this t o e x p a n d t h e 

t ax base , b u t t h e r e has ye t t o b e a w i d e r u n d e r s t a n d i n g 

o f t h e d a n g e r s o f t h e e n t i r e e c o n o m i c - d e v e l o p m e n t 

p r o c e s s — t h e d r i v i n g force b e h i n d t h e e m i n e n t - d o m a i n 

con t rove r s i e s . 

T o o o f t en foes o f t h e e m i n e n t - d o m a i n aspec t o f t h a t 

p rocess b e n d ove r b a c k w a r d s t o assure officials t h a t t h e y 

a g r e e w i t h t h e c o n c e p t o f r e m o v i n g b l i gh t a n d b o o s t i n g 

local e c o n o m i e s . It's j u s t t h a t ci t ies s h o u l d n ' t r o b o n e set 

o f o w n e r s a n d bene f i t a n o t h e r set. R e d e v e l o p m e n t is 

g o o d , as l o n g as e m i n e n t d o m a i n is left o u t o f t h e p i c 

t u r e , t h e y say. 

B u t it's n o t j u s t e m i n e n t d o m a i n that 's t h e p r o b l e m . 

It's t h e e n t i r e e c o n o m i c - p l a n n i n g r e g i m e n , s p o o n - f e d t o 

ci t ies n a t i o n w i d e b y g r o u p s s u c h as t h e N a t i o n a l L e a g u e 

o f C i t i e s a n d t h e A m e r i c a n P l a n n i n g A s s o c i a t i o n . It's n o t 

j u s t t h e s t ick that ' s t h e p r o b l e m , b u t t h e ca r ro t , also. 

Tools of the Trade 

Go v e r n m e n t s h a v e vast e c o n o m i c - p l a n n i n g too l s at 

t h e i r d isposal , w h i c h usua l ly c o m e w i t h c o m p l i c a t 

e d n a m e s (S t ra teg ic I n v e s t m e n t P r o g r a m s , T a x I n c r e 

m e n t F i n a n c i n g , I n d u s t r i a l D e v e l o p m e n t B o n d s , 

E n t e r p r i s e Z o n e s , a n d m o r e ) d e s i g n e d t o d isguise w h a t 

C e n t r a l P l a n n i n g C o m e s t o M a i n S t r e e t 

t h e y t r u l y are: c o r p o r a t e wel fare . T h e t w o m a i n c a t e 

g o r i e s are d i r ec t subs id ies a n d tax b reaks , o r a b a t e m e n t s , 

i n w h i c h specific c o m p a n i e s o r bus inesses l o c a t e d in 

specific areas ge t r e d u c t i o n s in t h e i r t ax p a y m e n t s . 

L i b e r t a r i a n s are u n i t e d in r e c o g n i z i n g t h e evil o f t h e 

first ca t egory . G o v e r n m e n t s h o u l d n o t b e in t h e bus iness 

o f r o b b i n g P e t e r a n d p a y i n g Pau l . T h e y have different 

v i e w s o n t h e s e c o n d ca tegory . S o m e a r g u e t h a t any t ax 

b r e a k is g o o d , i n t h a t it r e d u c e s g o v e r n m e n t ' s t ransfer o f 

dol lars f r o m t h e p r i v a t e s e c t o r t o t h e p u b l i c sec tor . O t h 

ers a r g u e t h a t g i v i n g a t ax b r e a k t o o n e t a r g e t e d r e c i p i 

e n t increases t h e b u r d e n o n all o t h e r t axpayers . 

" O n e t h e o r y , " says S teve Fra tes , d i r e c t o r o f t h e R o s e 

I n s t i t u t e for S ta te a n d L o c a l G o v e r n m e n t in C l a r e m o n t , 

Ca l i fo rn i a , is " t h a t b e c a u s e g o v e r n m e n t is b l o a t e d a n d 

n o t efficient , a t a r g e t e d t ax b r e a k can b e efficient . T h e 

g o v e r n m e n t m i g h t t i g h t e n its be l t , a n d a n y t i m e y o u c u t 

taxes, it's a g o o d t h i n g . T h e o t h e r a r g u m e n t is t h a t t a r 

g e t e d t ax b reaks a l l ow g o v e r n m e n t d e c i s i o n - m a k e r s t o 

m a k e v a l u e j u d g m e n t s . V e r y rare ly are g o v e r n m e n t offi

cials g o o d at m a k i n g s u c h j u d g m e n t s . W h e n t h e y m a k e 

a d e c i s i o n a b o u t e c o n o m i c r ewards , it's n o t b a s e d o n 

e c o n o m i c eff ic iency b u t o n aes the t ics , s u c h as d e c i d i n g 

t h e y w a n t a n e w b o u t i q u e d o w n t o w n . " 

S o m e t i m e s , Fra tes a rgues , g o v e r n m e n t p l a n n e r s s u c 

c e e d at d o i n g t h i n g s t h a t bene f i t t h e city, f r o m a g o v 

e r n m e n t - f i n a n c e p o i n t o f v iew. G i v i n g a t ax b r e a k t o a 

car dea le r sh ip , for i n s t ance , m i g h t h e l p a city's t ax base if 

t h e a l t e rna t ive is t h e d e a l e r s h i p l o c a t i n g i n a n e a r b y city. 

B u t t h a t d o e s n ' t necessa r i ly bene f i t loca l c i t i zens o r t h e 

r e g i o n i n g e n e r a l . 

T h e bas ic q u e s t i o n , a c c o r d i n g t o Fra tes , is: " D o e s c i ty 

staff m a k e b e t t e r dec i s ions t h a n t h e m a r k e t ? " 

N o t t o o t o u g h t o answer . 

W e c a n a r g u e p h i l o s o p h i c a l l y a b o u t w h e t h e r a t a r 

g e t e d t ax b r e a k is ever a c c e p t a b l e . T h e b r o a d e r p o i n t is 

t h a t s u c h b reaks are p a r t o f a p rocess w h e r e b y local offi

cials p i c k w i n n e r s a n d losers , a n d t h o s e c o m p a n i e s tha t 

w i n typica l ly are t h e o n e s m o s t a d e p t at po l i t i ca l g a m e s 

m a n s h i p . 

I n a d d i t i o n t o t a r g e t e d t ax b r e a k s , c i t ies offer i n d u s 

t r ia l r e v e n u e b o n d s ( I R B s ) , t h e i n t e r e s t o n w h i c h is t a x -

e x e m p t for i nves to r s . As t h e c i ty o f A l b u q u e r q u e 

exp la in s in p r o m o t i n g s u c h b o n d s , " T h e c i ty issues t h e 

b o n d s b u t is n o t m a k i n g t h e l o a n . T h e i n v e s t o r b u y i n g 
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S t e v e n G r e e n h u t 

t h e b o n d m a k e s t h e l o a n . T h e c o m p a n y m u s t f ind its 

o w n b o n d p u r c h a s e r . It c a n also b u y its o w n I R B s . T h e 

c i ty t e c h n i c a l l y o w n s t i t le t o t h e faci l i ty bu i l t w i t h I R B s 

a n d leases it t o t h e c o m p a n y for u p t o 2 0 years . A t t h e 

e n d o f t h e t e r m , t i t le is t r ans f e r r ed t o t h e c o m p a n y . . . . 

B e c a u s e t h e c i ty o w n s t h e t i t le t o t h e p r o j e c t , it's 

e x e m p t for u p t o 2 0 years f r o m 9 5 p e r c e n t o f p r o p e r t y 

taxes o n l a n d , b u i l d i n g s , a n d e q u i p m e n t . A n d a c o m p a 

n y m a y also r e c e i v e gross r ece ip t s a n d c o m p e n s a t i n g t ax 

e x e m p t i o n s o n in i t ia l p u r c h a s e s o f e q u i p m e n t m a d e 

w i t h b o n d p r o c e e d s . " 

C i t i e s c a n offer d i r ec t loans t o c o m p a n i e s . I 've s e e n 

ci t ies g ive m a j o r c o m p a n i e s va luab le c o m m e r c i a l real 

es ta te for s o m e n o m i n a l fee, s u c h as $ 1 . S o m e t i m e s ci t ies 

wi l l float a b o n d a n d use tha t m o n e y to b u i l d s o m e t h i n g 

for t h e d e v e l o p e r . In o n e C a l i f o r n i a case, t h e c i ty o f M i s 

s i on V i e j o bu i l t a p a r k i n g ga rage at a p r iva t e ly o w n e d 

ma l l , d e f e n d i n g its a c t i o n as p a r t o f t h e city's i n f r a s t ruc 

t u r e m i s s i o n . 

S o m e t i m e s cit ies w i l l k i c k b a c k t ax r e v e n u e s t o t h e 

bus iness , o r offer l o w - i n t e r e s t l oans , subs id i zed b y t a x 

payers . P r e t t y m u c h a n y w a y y o u c a n t h i n k o f t o p r o v i d e 

benef i t s t o a f avored c o m p a n y has b e e n p r o p o s e d o r 

t r i e d . T h e s e f inancia l benef i t s are o f t en m a t e d w i t h 

favorable l a n d - u s e approva ls . Usual ly , c i ty officials d e f e n d 

t h e s e po l i c i e s as n e t gains : t h e c i ty s u p p o s e d l y gets m o r e 

b a c k in t ax r e v e n u e t h a n it loses f r o m t h e transfer. H o w 

m a n y t i m e s h a v e w e h e a r d m a y o r s boas t a b o u t t h e latest 

" w i n - w i n " s i t ua t ion? It's n o t m u c h o f a w i n for t a x p a y 

ers , w h o see s o m e o f t h e i r dol lars u s e d t o b u i l d infra

s t r u c t u r e for t h e n e w p r o j e c t . Typically, t ax dol lars are 

d i v e r t e d f r o m t r a d i t i o n a l p u b l i c serv ices , s u c h as p o l i c e , 

fire, a n d l ib ra r ies , t o p a r k i n g garages , roads , a n d o t h e r 

e l e m e n t s o f t h e n e w r e d e v e l o p m e n t p ro j ec t . 

The Grand Plan 

Specif ic i n c e n t i v e s , w h e t h e r t ax b reaks o r o u t r i g h t 

subs id ies , a ren ' t offered in a v a c u u m . T h e y are u s u a l 

ly p a r t o f s o m e g r a n d r e d e v e l o p m e n t idea . If, for 

i n s t a n c e , a c i ty w a n t e d j u s t t o k e e p a bus iness f r o m l eav 

i n g b y r e d u c i n g t h a t business 's taxes , that 's fairly u n d e r 

s t a n d a b l e , e v e n i f o b j e c t i o n a b l e c o m p a r e d t o a n 

a c r o s s - t h e - b o a r d t ax cu t . I 've w i t n e s s e d t h a t i n small 

r u s tbe l t ci t ies w h i c h w e r e sure t h e y c o u l d n ' t afford t o 

lose a m a j o r e m p l o y e r . 

Increasingly, t h o u g h , cit ies are n o t c o n t e n t u s i n g 

incen t ives for t h e occas iona l h a r d case. T h e goa l is t o 

e m b r a c e a n overal l c e n t r a l - p l a n n i n g v i s ion , i n w h i c h 

loca l officials carefully c o n t r o l l and use a n d m a n i p u l a t e 

t h e m a r k e t t o b r i n g in t h e h ighes t a m o u n t o f t ax r e v 

e n u e s for t h e city. 

T h e r e are sl ightly different rules a n d processes in 

e a c h state, b u t it's d o n e basically t h e s a m e w a y e v e r y 

w h e r e . I n Ca l i fo rn i a t h e p rocess is k n o w n s imply as 

" r e d e v e l o p m e n t . " E v e r y o n e is i n favor o f r e d e v e l o p i n g 

g r i m y areas, so t h e p rocess has m a r c h e d a l o n g its m e r r y 

w a y w i t h l i t t le c r i t i c i sm for m a n y years . 

" T h e r e is an u n k n o w n layer o f g o v e r n m e n t in C a l i 

forn ia , w h i c h few u n d e r s t a n d , " expla ins t h e b o o k l e t 

" R e d e v e l o p m e n t : T h e U n k n o w n G o v e r n m e n t , " b y 

O r a n g e C o u n t y supe rv i so r C h r i s N o r b y . " T h i s u n k n o w n 

g o v e r n m e n t c u r r e n t l y c o n s u m e s 8 p e r c e n t o f all p r o p e r 

ty taxes s t a t ewide . . . . It is s u p p o r t e d b y a power fu l 

S a c r a m e n t o lobby, b a c k e d b y an a r m y o f lawyers , c o n 

sul tants , b o n d b r o k e r s a n d l a n d deve lope r s . U n l i k e n e w 

c o u n t i e s , cities a n d s c h o o l distr icts , it can b e c rea ted 

w i t h o u t a v o t e o f t h e ci t izens affected. U n l i k e o t h e r l e v 

els o f g o v e r n m e n t , it c an i n c u r b o n d e d i n d e b t e d n e s s 

w i t h o u t v o t e r approval ." 

T h i s u n k n o w n g o v e r n m e n t can lavish subsidies o n 

c o m p a n i e s a n d use e m i n e n t d o m a i n t o t ake p r o p e r t i e s 

away f r o m ex i s t ing o w n e r s . C i t i e s — t h e r e d e v e l o p m e n t 

a g e n c y is typical ly r u n by t h e c i ty c o u n c i l a n d ci ty 

s taff—create p ro j ec t areas w i t h i n t he i r b o u n d a r i e s . S o m e 

cit ies have m a d e t h e i r en t i r e b o u n d a r y a p ro j ec t area. 

I n Ca l i fo rn i a a n d s o m e o t h e r states t h e a g e n c y m u s t 

first d i scover " b l i g h t " be fo re c r e a t i n g a p ro j ec t area. 

A l m o s t a n y t h i n g passes for b l igh t . F o r ins t ance , m u n i c i 

pal i t ies c an call areas b l i g h t e d if t h e y have excessive 

u r b a n i z a t i o n o r t o o l i t t le u r b a n i z a t i o n , if t h e m e d i a n 

p r o p e r t y values are b e l o w t h e state m e d i a n , o r if officials 

f ind " p i e c e m e a l d e v e l o p m e n t " (mos t p r o p e r t i e s i n a n 

area o w n e d b y different o w n e r s ) o r e v e n c h i p p i n g p a i n t 

o n a f e w h o u s e s . 

B l i g h t is usual ly d iscussed in t h e c o n t e x t o f e m i n e n t 

d o m a i n , b e c a u s e o n c e an area is f o u n d t o b e b l i g h t e d 

officials c an use t h a t p o w e r . B u t t h e d i scovery o f b l igh t 

is also t h e c o r n e r s t o n e for t h e c r e a t i o n o f t hese of ten 

massive r e d e v e l o p m e n t areas tha t t ransfer d e c i s i o n - m a k 

i n g f r o m i n d i v i d u a l p r o p e r t y o w n e r s t o t h e g o v e r n m e n t . 
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W i t h i n t h o s e areas, g o v e r n m e n t c a n d o la rge ly as it 

c h o o s e s , f r o m t a k i n g p r o p e r t i e s t o l av i sh ing subsidies o n 

specific d e v e l o p e r s . 

T h e k e y f inancia l m e c h a n i s m t h a t s u p p o r t s " r e d e v e l 

o p m e n t " is T a x I n c r e m e n t F i n a n c i n g , o r TIF . It w o r k s 

this way : p r o p e r t y - t a x r e v e n u e s f r o m a p r o j e c t g o t o t h e 

city's r e d e v e l o p m e n t agency , w h i c h m u s t use t h o s e d o l 

lars t o pay off b o n d s t h a t w e r e f loa ted t o f i nance t h e 

p r o j e c t . So in s t ead o f t h e t ax dol lars g o i n g t o t r a d i t i o n a l 

g o v e r n m e n t se rv ices , s u c h as r o a d b u i l d i n g , s choo l s , a n d 

t h e fire d e p a r t m e n t , t h e m o n e y goes t o t h e a g e n c y for 

d e v e l o p m e n t , w h i c h gives ci t ies a h u g e i n c e n t i v e t o c r e 

a te as m a n y p r o j e c t areas as poss ib le . It m e a n s m o n e y a n d 

p o w e r . 

T h e t h e o r y is t h a t t h e c i ty dese rves t h e n e w tax d o l 

lars b e c a u s e its efforts are i m p r o v i n g t h e s u p p o s e d l y 

b l i g h t e d area. B u t t h e real i ty is q u i t e different . C i t i e s 

d o n ' t o f t en use T I F t o fix u p b l igh t , b u t t o inc rease t h e i r 

t ax base . O f t e n t h e y e n g a g e in w h a t is ca l led " g r o w t h 

c a p t u r e " — c i t y p l a n n e r s w a i t u n t i l a s table o r d e p r e s s e d 

area is s t a r t i ng t o b o u n c e b a c k o n its o w n . T h e y t h e n 

b r a n d t h e area " b l i g h t e d " a n d use t h a t as a n e x c u s e t o 

c a p t u r e t h e n e w values a n d t ransfer t h e ga in f r o m t h e 

o ld o w n e r s , w h o h e l d o n t o t h e p r o p e r t i e s d u r i n g t h e 

l e an years , t o n e w d e v e l o p e r s w h o savor t h e p r o s p e c t o f 

g e t t i n g p r i m e p r o p e r t y for f a r - b e l o w - m a r k e t ra tes . 

B e c a u s e t h o s e t a x - i n c r e m e n t dol lars m u s t b e u s e d t o 

pay off d e b t , t h e ci t ies e n g a g e in w i l d d e b t - s p e n d i n g 

sprees . O n e smal l c i ty in C a l i f o r n i a w i t h 3 2 , 0 0 0 p e o p l e 

(Brea) r a c k e d u p m o r e t h a n $ 6 0 0 m i l l i o n in to ta l i n d e b t 

edness in p a r t t o b u l l d o z e its o l d d o w n t o w n a n d c rea t e 

a b r a n d - n e w o n e f r o m sc ra tch , bu i l t b y o n e d e v e l o p e r . 

T h e f inancia l a spec t o f this is shaky. T h e r e d e v e l o p e r s 

d e p e n d o n a c o n s t a n t l o n g - t e r m s t r e a m o f r e v e n u e ( u s u 

ally for t h e 3 0 - y e a r life o f t h e b o n d ) t o pay off t h e d e b t 

u s e d t o f u n d t h e p r o j e c t . B u t c e n t r a l p lans d o n ' t always 

w o r k as w e l l as t h e c e n t r a l p l a n n e r s h o p e . I 've w i t n e s s e d 

q u i t e a f e w failed p ro jec t s , a n d have w a t c h e d cit ies c o n 

s tant ly r a t c h e t u p t h e r e d e v e l o p m e n t g a m e to feed t h e 

beas t . 

Is t h e t ax i n c r e m e n t in t h e p r o j e c t area less t h a n 

e x p e c t e d d u e t o a n e c o n o m i c d o w n t u r n o r c o m p e t i t i o n 

f rom a n e i g h b o r i n g c i ty e n g a g e d in a s imi lar retai l p r o j 

ect? If yes, t h e n ci t ies c r ea t e n e w p r o j e c t areas t h a t c an 

b r i n g in e v e n m o r e t ax dol lars t o backfi l l t h e shortfal l 

C e n t r a l P l a n n i n g C o m e s t o M a i n S t r e e t 

f r o m t h e o l d p r o j e c t areas. R e d e v e l o p m e n t d e b t gets 

c o n s t a n t l y r e f i n a n c e d , a n d c a s h - h u n g r y cit ies frantically 

l o o k for n e w p ro jec t s b y l u r i n g bus inesses f rom n e i g h 

b o r i n g ci t ies . 

I n s o u t h e r n Ca l i fo rn i a , w h e r e o n e c i ty r u n s i n t o t h e 

n e x t , t h e c r o s s - t o w n r iva l ry c a n b e c o m e i n t e n s e . It d o e s 

n ' t o f ten m a t t e r to , say, a car dea l e r sh ip w h e t h e r it loca tes 

o n o n e s ide o f t h e 5 7 f reeway in P l a c e n t i a o r t h e o t h e r 

s ide i n F u l l e r t o n . S o cit ies wi l l b i d u p t h e subs id ies , a n d 

c u r r e n t c o u n c i l s wi l l let fu tu re c o u n c i l s c lean u p t h e 

mess if t h e p r o m i s e s d o n ' t p a n o u t . 

Does It Work? 

Wh e n t h e s e p r o p o s e d p ro jec t s are d e b a t e d be fo re 

t h e p u b l i c ( s o m e t i m e s t h e p ro j ec t s are s n u c k 

t h r o u g h r e d e v e l o p m e n t a g e n c y m e e t i n g s as q u i e t l y as 

poss ib le t o avo id p u b l i c o u t r a g e ) , c i t y - c o u n c i l m e m b e r s 

a n d staff ta lk a b o u t all t h e g rea t e c o n o m i c benef i t s t h a t 

wi l l f lood t h e c o m m u n i t y . T h e F a v o r e d D e v e l o p e r wi l l 

s t and b e f o r e t h e c o u n c i l a n d s h o w his a r ch i t ec tu ra l l y 

love ly d r a w i n g s o f t h e n e w d o w n t o w n , n e w indus t r i a l 

p a r k , n e w n e i g h b o r h o o d , o r n e w retai l c e n t e r . 

I ' m r e m i n d e d o f j o u r n a l i s t H e n r y H a z l i t t s s t o ry 

a b o u t t h e b r i d g e in Economics in One Lesson:"When p r o 

v i d i n g e m p l o y m e n t b e c o m e s t h e e n d , n e e d b e c o m e s a 

s u b o r d i n a t e c o n s i d e r a t i o n . ' P r o j e c t s ' have t o b e invented. 

Ins t ead o f t h i n k i n g o n l y o f w h e r e b r i d g e s must b e bu i l t 

t h e g o v e r n m e n t s p e n d e r s b e g i n t o ask t h e m s e l v e s w h e r e 

b r i d g e s can b e bu i l t . C a n t h e y t h i n k o f p laus ib le reasons 

w h y a n a d d i t i o n a l b r i d g e s h o u l d c o n n e c t E a s t o n a n d 

W e s t o n ? It s o o n b e c o m e s abso lu t e ly essent ia l . T h o s e 

w h o d o u b t t h e necess i ty are d i smissed as o b s t r u c t i o n i s t s 

a n d r e a c t i o n a r i e s . " 

W h i l e r e d e v e l o p m e n t is m o r e a b o u t t ax r e v e n u e 

t h a n j o b c r e a t i o n , t h e s a m e p rocess is at w o r k . Officials 

l o o k for r easons t o c rea te a p ro j ec t . T h e n t h e w h o l e 

e c o n o m i c w e l l - b e i n g o f t h e c o m m u n i t y rests o n t h e 

s h o u l d e r s o f t h a t p ro j ec t . T h o s e w h o c r i t i c i ze t h e p r o j 

ec t are i n d e e d d e e m e d r e a c t i o n a r i e s w h o d o n ' t care 

a b o u t t h e fu tu re o f t h e c o m m u n i t y . Years later , n o o n e 

e x a m i n e s w h e t h e r t h e p r o j e c t ac tua l ly d i d as p r o m 

ised, a n d b y t h e n a n e w c o u n c i l is o n t o a n o t h e r g rea t 

idea . 

H e r e ' s Hazl i t t ' s b i g g e r p o i n t : 
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S t e v e n G r e e n h u t 

T h e b r i d g e exists . It is, le t us s u p p o s e , a beau t i fu l 

a n d n o t a n u g l y b r i d g e . It has c o m e i n t o b e i n g 

t h r o u g h t h e m a g i c o f g o v e r n m e n t s p e n d i n g . W h e r e 

w o u l d it h a v e b e e n if t h e o b s t r u c t i o n i s t s a n d t h e r e a c 

t i o n a r i e s h a d h a d t h e i r way? T h e r e w o u l d have b e e n 

n o b r i d g e . T h e c o u n t r y w o u l d have b e e n j u s t t h a t 

m u c h p o o r e r . H e r e again t h e g o v e r n m e n t s p e n d e r s 

have t h e b e t t e r o f t h e a r g u m e n t w i t h all t h o s e w h o 

c a n n o t see b e y o n d t h e i m m e d i a t e r a n g e o f t h e i r p h y s 

ical eyes. T h e y c a n see t h e b r i d g e . B u t if t h e y h a v e 

t a u g h t t h e m s e l v e s t o l o o k for i n d i r e c t as we l l as d i r ec t 

c o n s e q u e n c e s t h e y can o n c e m o r e see in t h e eye o f 

i m a g i n a t i o n t h e possibi l i t ies t h a t have n e v e r b e e n 

a l l o w e d t o c o m e i n t o ex i s t ence . T h e y c a n see t h e 

u n b u i l t h o m e s , t h e u n m a d e 

cars a n d w a s h i n g m a c h i n e s , 

t h e u n m a d e dresses a n d 

coats , p e r h a p s t h e u n g r o w n 

a n d u n s o l d foodstuffs . 
» i 

I 
Yes, r e d e v e l o p m e n t a n d 

c o r p o r a t e subs id ies b r i n g t o 

f r u i t i o n spec i f i c p r o j e c t s , 

s o m e o f w h i c h a re p r e t t y 

n i c e , c r ea t e j o b s , a n d offer 

va luab le t h i n g s . 

T h e issue is w h a t w e d o n ' t 

see. R e d e v e l o p e r s act as if SJS?is

ct

i

ion

5a,den G r o v e - C a l i f o m i a ' 

n o t h i n g w o u l d b e bu i l t o n t h e 

spo t h a d t h e y n o t bu i l t it. T h i s is a l u d i c r o u s a r g u m e n t 

h e r e in O r a n g e C o u n t y , w h e r e l a n d o f t en t o p s $1 m i l 

l ion an acre . S o m e t h i n g g o o d , e v e n b e t t e r t h a n t h e c u r 

r e n t p ro j ec t , w o u l d c e r t a i n l y have b e e n bu i l t in m o s t 

in s t ances h a d t h e m a r k e t b e e n left t o its o w n dev ices . 

A Net Loser 

Ev e n o n t h e i r o w n t e r m s , h o w e v e r , t he se p ro jec t s 

typ ica l ly d o n ' t p a n o u t . I n G a r d e n G r o v e , Ca l i fo rn i a , 

officials w e r e i n t e n t o n c a p t u r i n g t o u r i s t dol lars f r o m 

t h e n e a r b y A n a h e i m D i s n e y l a n d r e so r t area, so t h e y 

" i n v e s t e d " heav i ly i n h o t e l c o n s t r u c t i o n . As an Orange 

County Register e d i t o r i a l e x p l a i n e d i n 2 0 0 4 , officials i n 

2 0 0 0 p r e d i c t e d $ 3 3 m i l l i o n i n r e v e n u e t o t h e c i ty after 

seven years , b u t r e v e n u e s e n d e d u p at a m e r e $ 1 3 . 6 m i l 

l i o n after t h r e e a n d a ha l f years . T h e n after t h e l o a n a n d 

b o n d p a y m e n t s w e r e s u b t r a c t e d , t h e ga in t o t a l ed $2 .7 

m i l l i o n ove r tha t p e r i o d . Activists a r g u e tha t if t h e cost 

o f t h e l a n d a n d o t h e r costs are f igured in , t h e ci ty was a 

n e t loser i n t h e p rocess . 

A n d b e c a u s e t h e dol lars are far s h o r t o f w h a t was p r e 

d i c t ed , G a r d e n G r o v e officials have b e e n o n a mis s ion t o 

d e v e l o p a n a t t r a c t i on ( t h e m e p a r k o r I n d i a n casino) tha t 

wi l l k e e p t h e u n d e r u s e d ho te l s filled. T h a t mi s s ion has 

d r i v e n t h e m t o c o n s i d e r u s i n g e m i n e n t d o m a i n against 

w e l l - m a i n t a i n e d n e i g h b o r h o o d s a n d t o s h o w e r e v e n 

m o r e subsidies o n c o r p o r a t i o n s . H e r e w e see h o w c e n 

tral p l a n n i n g p u s h e s officials t o first abuse taxpayers a n d 

t h e n abuse l a n d o w n e r s . 

" D o e s t h e tax a b a t e m e n t m e t h o d m e e t w i t h s u c 

cess?" asked M i c h a e l LaFaive 

o f t h e M a c k i n a c C e n t e r for 

P u b l i c Po l i cy in a 1 9 9 9 ar t ic le . 

" N o t as m u c h as if local offi

cials s imp ly w o u l d k e e p taxes 

l o w in t h e first p lace . C R C 

[Ci t i zens R e s e a r c h C o u n c i l o f 

M i c h i g a n ] f o u n d tha t e c o 

n o m i c g r o w t h takes p lace in 

j u r i s d i c t i o n s w h e r e taxes are 

l o w a n d w h i c h c o n s e q u e n t l y 

g r a n t f ewer a b a t e m e n t s . " 

E v e n f r e e - e n t e r p r i s e - o r i 

e n t e d e c o n o m i c d e v e l o p m e n t 

ideas fall sho r t . R e m e m b e r 

" e n t e r p r i s e z o n e s , " t h e b r a i n c h i l d o f f o r m e r c o n g r e s s 

m a n a n d H o u s i n g a n d U r b a n D e v e l o p m e n t secre ta ry 

J a c k K e m p ? B a s e d o n t h e s o u n d idea tha t g r i m y areas 

c o u l d b e fixed u p b y r e d u c i n g r egu la t ions a n d taxes, t h e 

R e a g a n a d m i n i s t r a t i o n m a d e this t h e basis o f its u r b a n 

pol icy. Yet b e c a u s e t h e z o n e s u l t i m a t e l y b e c a m e t h e 

c r e a t u r e o f g o v e r n m e n t r u l e - m a k e r s , t h e results have 

b e e n less t h a n stellar. A Los Angeles Times a r t ic le f rom 

J a n u a r y f o u n d tha t such z o n e s have p r o d u c e d few j o b s 

for l o w - i n c o m e p e o p l e in Ca l i fo rn ia . 

"Bus inesses in upsca le areas s u c h as t h e L o n g B e a c h 

w a t e r f r o n t a n d San Francisco ' s fash ionab le S o u t h o f 

M a r k e t d is t r ic t ge t t ax b reaks b e c a u s e z o n e b o u n d a r i e s 

are ba sed o n d e c a d e s - o l d census data ," t h e n e w s p a p e r 

r e p o r t e d . " E m p l o y e e s o f s u c h c o m p a n i e s w h o live in 

t o w n h o u s e s in a n d a r o u n d par t s o f San Francisco 's 

' invested" heavily in hotel 
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exc lus ive N o b H i l l n e i g h b o r h o o d , b e a c h lofts i n L o n g 

B e a c h a n d v i n t a g e b u n g a l o w s o f O a k l a n d ' s upsca le 

R o c k r i d g e d is t r ic t c a n qualify t h e i r e m p l o y e r s for c r e d 

its; d a t e d m a p s s h o w t h o s e n e i g h b o r h o o d s as l o w -

i n c o m e . T h e s tate is subs id i z ing s ix- f igure salaries i n 

t h e s e z o n e s . " 

T h e o b v i o u s p o i n t : I f f ewe r r e g u l a t i o n s a n d l o w e r 

taxes cause a n e c o n o m i c b o o m , w h y n o t s i m p l y r e d u c e 

r e g u l a t i o n s a n d taxes across t h e b o a r d ? 

Loca l e c o n o m i c p l a n n i n g , especia l ly t h e c r e a t i o n o f 

r e d e v e l o p m e n t p r o j e c t areas, ac tua l ly s lows d o w n n e i g h 

b o r h o o d i m p r o v e m e n t . O n c e a n area is d e e m e d a r e d e 

v e l o p m e n t area, p r o p e r t y o w n e r s s top inves t i ng in t h e i r 

p r o p e r t i e s b e c a u s e t h e y are n o t su re t h a t t h e y wi l l u l t i 

m a t e l y r eap t h e bene f i t o f t h e i n v e s t m e n t . T h e y b e c o m e 

subjec ts o f t h e c e n t r a l p l a n n e r s w h o wi l l m a k e t h e m a i n 

dec i s ions t h a t affect t h e e c o n o m i c v i ta l i ty o f t h e area. 

T h e L.A. Times i n 2 0 0 0 d i d a c o m p u t e r analysis o f 

N o r t h H o l l y w o o d , r e c i p i e n t o f s o m e o f t h e m o s t 

aggressive r e d e v e l o p m e n t act ivi t ies i n t h e r e g i o n . " T w o 

d e c a d e s a n d $ 1 1 7 m i l l i o n in p u b l i c m o n e y later , efforts 

b y t h e c i ty o f Los A n g e l e s t o r e s c u e s u b u r b a n N o r t h 

H o l l y w o o d f r o m c r e e p i n g b l i g h t h a v e la rge ly s t r u c k 

o u t , " t h e n e w s p a p e r c o n c l u d e d . " O f p e r h a p s g r e a t e r s ig 

n i f i c a n c e , N o r t h H o l l y w o o d ' s r e c o v e r y has l a g g e d 

b e h i n d o t h e r d e p r e s s e d areas i n Los A n g e l e s t h a t 

i m p r o v e d w i t h o u t a n y m o n e y f r o m t h e city's C R A 

[ C o m m u n i t y R e d e v e l o p m e n t A g e n c y ] , a c c o r d i n g t o t h e 

T i m e s analysis o f census , p r o p e r t y a n d e m p l o y m e n t 

data ." 

C o u l d it b e t h a t t h e m a r k e t p l a c e w o r k s after all? 

Problems with Incentives 

Most c i ty m a n a g e r s a n d e c o n o m i c - d e v e l o p m e n t 

officials t h a t I 've t a lked t o fancy t h e m s e l v e s as 

C E O s o f c o m p a n i e s , a n d t h e y a r g u e t h a t w h a t t h e y are 

d o i n g is n o di f ferent f r o m w h a t p r i v a t e c o m p a n i e s d o : 

m a x i m i z i n g r e v e n u e s . " W h y w o u l d n ' t a l i b e r t a r i a n s u p 

p o r t w h a t w e ' r e d o i n g g i v e n t h a t y o u v a l u e p r i v a t e b u s i 

ness a n d u n d e r s t a n d t h e i m p o r t a n c e o f p r o f i t ? " I 've o f t en 

b e e n asked. 

T h e a n s w e r is s imp le . C i t i e s are n o t bus inesses . T h e y 

take t h e t ax dol lars o f r e s iden t s a n d m a k e dec i s ions 

C e n t r a l P l a n n i n g C o m e s t o M a i n S t r e e t 

a b o u t l a n d use t h a t are b a c k e d b y p o l i c e p o w e r s . T h e y 

d o n o t o p e r a t e in a m a r k e t ; t h e y d o n o t have v o l u n t a r y 

s t o c k h o l d e r s . D e s p i t e t h e de lu s ions o f c i ty m a n a g e r s , t h e 

c i ty staff usua l ly is n o t as s o p h i s t i c a t e d o r as ski l led as 

c o r p o r a t e staff, w h i c h m e a n s cit ies o f t en ge t a p o o r dea l 

w h e n n e g o t i a t i n g w i t h r e n t - s e e k i n g c o r p o r a t i o n s . 

W h e n cit ies i n se r t t h e m s e l v e s i n t o t h e e c o n o m i c 

d e v e l o p m e n t g a m e , e i t h e r w i t h ca r ro t s o r s t icks, t h e y : 

• Shift d e c i s i o n - m a k i n g f r o m ind iv idua l s t o g o v e r n 

m e n t s ; 

• T a k e m o n e y f r o m taxpayers a n d r e d i s t r i b u t e it t o 

i nd iv idua l s a n d c o m p a n i e s ; 

• U n d e r m i n e p r o p e r t y r i gh t s a n d o t h e r f r e e d o m s ; 

• E n c o u r a g e a class o f r e n t - s e e k e r s , w h o l e a r n t o 

l o b b y c i ty officials for favors a n d specia l f inancia l 

benef i t s ; 

• P u t u n f a v o r e d bus inesses at a c o m p e t i t i v e d i sad 

v a n t a g e w i t h t h o s e w h o are favored; a n d 

• Stifle p o l i t i c a l d i s sen t , as c o m p a n i e s t h a t are 

d e p e n d e n t o n t h e c i ty for l uc ra t ive w o r k b e c o m e 

r e l u c t a n t t o speak t h e i r m i n d s a b o u t a n y n u m b e r o f 

c i ty issues. 

D e s p i t e w h a t c i ty m a n a g e r s w i l l tell y o u , t h e c h o i c e 

is n o t b e t w e e n e c o n o m i c d e v e l o p m e n t a n d l e t t i n g a c i ty 

ro t . T h e c h o i c e is b e t w e e n c e n t r a l p l a n n i n g , e m p o w e r 

i n g officials t o d e c i d e w h i c h bus inesses are w o r t h y o f 

t h e i r he lp , a n d t h e g o o d o l d free m a r k e t , w h i c h lets free 

p e o p l e d e c i d e w h i c h bus iness s h o u l d s u c c e e d o r fail. 

C i t y officials l ike t o b e " p r o a c t i v e , " as t h e y say, a n d 

h e l p w i t h e c o n o m i c d e v e l o p m e n t . T h e r e is s o m e t h i n g 

t h e y can d o . T h e y can ge t o u t o f t h e way, b y l o w e r i n g 

t ax ra tes , d e r e g u l a t i n g , e n d i n g z o n i n g r e s t r i c t i ons , a n d 

e l i m i n a t i n g exc lus ive c o n t r a c t s w i t h ut i l i t ies a n d d e v e l 

o p e r s . It's n o t o u t o f t h e q u e s t i o n . T h e c i ty o f A n a h e i m 

is d o i n g j u s t tha t , w i t h r e m a r k a b l e resul ts . 

M a c k i n a c ' s LaFa ive p u t s it we l l i n a 2 0 0 3 ar t ic le : 

" T h e bes t bus iness c l i m a t e is o n e i n w h i c h g o v e r n m e n t 

' s t icks t o its k n i t t i n g ' a n d d o e s its p a r t i c u l a r a s s i g n m e n t s 

we l l , at t h e l owes t poss ib le cos t w h i l e c r e a t i n g a 'fair field 

w i t h n o favors ' e n v i r o n m e n t for p r i v a t e e n t e r p r i s e . " 

N o t a b a d t e m p l a t e . S u r e bea t s a w o r l d o f cen t r a l 

p l a n n i n g , w h e r e c i ty officials c a n c h o o s e w h o gets h a n d 

o u t s a n d e v e n w h o gets d r i v e n o u t o f t o w n . @ 
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Ideas and Consequences 

Government Putts 
B Y L A W R E N C E W . R E E D 

Mark T w a i n o n c e said tha t t h e g a m e o f go l f was 

n o t h i n g m o r e t h a n "a g o o d w a l k spo i led ." 

B u t t o a v i d go l f e r s , s u c h i m p e r t i n e n c e 

o b s c u r e s a ca rd ina l t r u t h : T h e s p o r t is inf in i te ly c o m p l e x 

a n d n o t for e v e r y b o d y . 

G o l f r equ i r e s p a t i e n c e , c o n c e n t r a t i o n , a n d f o r b e a r 

a n c e . D i s t r a c t i o n s m u s t b e i g n o r e d o r c o m p e n s a t e d for 

b y careful p l a n n i n g . A se r i ous p layer m u s t l e a rn f r o m his 

mis t akes a n d b e e a r n e s t a b o u t c o n t i n u o u s i m p r o v e m e n t . 

A l o n g - t e r m p e r s p e c t i v e is a m u s t so t h a t n o b a d day 

b e c o m e s a d e t e r r e n t t o t h e n e x t 

m a t c h . G o l f e t i q u e t t e d e m a n d s a 

h e a l t h y r e spec t for t h e r i gh t s o f o t h e r s 

a n d a fealty t o t h e ru les . H o n e s t y is n o t 

o n l y t h e bes t p o l i c y in t h e g a m e , it is 

t h e only p o l i c y for a n y t r u e g e n t l e m a n 

o f golf. P e r c y B o o m e r is r e p u t e d t o 

have said t h a t if y o u w a n t t o h i d e y o u r 

t r u e cha rac t e r , d o n ' t play golf. 

A n d w h i l e a m o n g f r iends o n e m u l 

l igan p e r r o u n d m a y b e a c c e p t a b l e , it is 

u n f o r g i v a b l e t o i g n o r e r e p e a t e d fai lure 

a n d pass off y o u r sco re as far b e t t e r 

t h a n it t r u l y is. 

F r o m t h e s e unassai lable facts, o n e 

c e r t a i n c o n c l u s i o n can b e d e r i v e d : 

G o l f is n o l e g i t i m a t e c o n c e r n o f g o v 

e r n m e n t . F o r m e r C a l i f o r n i a G o v e r n o r 

G e o r g e D e u k m e j i a n p u t it we l l w h e n 

h e o b s e r v e d t h a t " T h e d i f fe rence b e t w e e n go l f a n d g o v 

e r n m e n t is t h a t in go l f y o u can ' t i m p r o v e y o u r l ie." 

F e w A m e r i c a n s w o u l d r ega rd go l f as a " c o r e " g o v 

e r n m e n t f u n c t i o n , b u t officials i n o n e m u n i c i p a l i t y 

a p p a r e n t l y t h i n k it's i m p o r t a n t e n o u g h to c o n s i d e r s w i p 

i n g a p r i v a t e c o u r s e a n d m a k i n g it t h e i r city's v e r y o w n . 

Ea r l i e r this year it was r evea led t h a t t h e Vi l lage o f N o r t h 

Hi l l s o n N e w York's L o n g Is land w o u l d l ike to use e m i 

n e n t d o m a i n t o c o n d e m n a n d seize t h e D e e p d a l e G o l f 

Few Americans would 
regard golf as a "core" 
government function, 
but officials in one 
municipality 
apparently think it's 
important enough to 
consider swiping a 
private course and 
making it their city's 
very own. 

C l u b a n d its 1 8 - h o l e c o u r s e , a n d t h e n c o n v e r t it t o c i t y -

o w n e d l inks for vi l lage res iden ts only. 

D e e p d a l e is n o t a c o w pas tu re . It's o n e o f t h e finest 

cou r se s in t h e n a t i o n , a p l a y g r o u n d for t h e r i c h a n d 

f a m o u s . C o m e d i a n B o b H o p e r e g a r d e d it as o n e o f his 

favor i tes . N o r t h Hil ls is n o t e v e n c l a i m i n g it's " b l i g h t 

e d " — a p loy of ten u s e d by mun ic ipa l i t i e s t o conf iscate 

a t t rac t ive p r o p e r t i e s so t h e y can h a n d t h e m over t o 

s o m e o n e else w h o m i g h t pay h i g h e r taxes t h a n t h e p r e 

v i o u s o w n e r s . N o , t h e b u r e a u c r a t s a n d pol i t ica l e m p i r e -

bu i lde r s w h o r u n N o r t h Hills j u s t 

w a n t t o b e in t h e go l f business a n d 

w o u l d r a t h e r n o t ge t t he i r h a n d s d i r ty 

b y inves t ing t h e i r o w n m o n e y to 

b u i l d o r b u y a c o u r s e . In fact, if t h e 

se izure takes p lace , a p r iva t e en t i t y 

wi l l g o off t h e tax rolls a n d b e c o m e a 

t a x - e a t i n g p u b l i c o n e . T h e c o m p a s 

s iona te , p u b l i c - s p i r i t e d m a y o r p u s h 

i n g t h e s c h e m e says, " I o n l y d o wha t ' s 

i n t h e bes t in teres ts o f vi l lage res i 

den t s . " ( M u a m m a r Q a d d a f i says tha t a 

lo t too . ) 

I 've always t h o u g h t t h a t if all tha t 

local g o v e r n m e n t s d i d was k e e p t h e 

streets safe, t h e traffic m o v i n g , a n d t h e 

sewers f lowing , t h e y w o u l d have a 

fu l l - t ime j o b o n the i r h a n d s . I f igure 

tha t if a se rv ice can b e f o u n d in t h e 

Ye l low Pages , it p r o b a b l y d o e s n ' t n e e d t o b e d o n e by t h e 

g o v e r n m e n t . In m y state o f M i c h i g a n , w e have 8 2 3 p r i 

va te ly o w n e d go l f c o u r s e s — a n average o f t e n for every 

M i c h i g a n c o u n t y . B u t w e also have 91 cour ses o w n e d b y 

v a r i o u s un i t s o f g o v e r n m e n t , i n c l u d i n g seven o w n e d by 

state un ivers i t i es . H o w d o mun ic ipa l i t i e s a n d univers i t ies 
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G o v e r n m e n t P u t t s 

f ind t i m e f rom t h e c o n v e n t i o n a l du t i e s o f g o v e r n m e n t t o 

m a n a g e g o l f courses? C o u l d t h e g o l f d i s t r ac t i on h e l p 

e x p l a i n w h y t h e i r c o n v e n t i o n a l du t i e s o f t en ge t d o n e 

p o o r l y at excess ive e x p e n s e ? 

W h e n a p r i v a t e c o m p a n y sells a p r o d u c t at a p r i c e 

t h a t s o m e b o d y else t h i n k s is " b e l o w cost ," y o u c a n b e t 

tha t s o m e s e l f - a n o i n t e d c o n s u m e r a d v o c a t e w i l l c ry 

" D u m p i n g ! " a n d d e m a n d t h e c o m p a n y raise t h e p r i c e . 

B u t w h e r e are t h e a n t i - d u m p e r s w h e n g o v e r n m e n t g o l f 

cou r se s d o t h e same? O n e f o r m e r p r i v a t e - c o u r s e o w n e r 

i n m y state p a i d $ 2 0 0 , 0 0 0 a yea r i n 

p r o p e r t y taxes w h i l e t h e loca l m u n i c i 

pa l l inks p a i d n o t h i n g a n d also r a n $ 1 0 

specials for 18 h o l e s . T h a t ' s a b i g r e a s o n 

w h y t h e p r i v a t e - c o u r s e o w n e r is n o w 

a former p r i v a t e - c o u r s e o w n e r . 

C o n s i d e r t h e n e w $ 1 3 . 4 m i l l i o n 

c o u n t y - o w n e d L y o n O a k s G o l f 

C o u r s e , w h i c h o p e n e d in M i c h i g a n ' s 

O a k l a n d C o u n t y in 2 0 0 2 . O a k l a n d is 

t h e state's r i c h e s t c o u n t y , a n d h o m e t o 

n o f ewer t h a n 2 2 o f t h e state's 91 g o v 

e r n m e n t - o w n e d g o l f c o u r s e s . S o m e o f 

t h e taxes p a i d b y t h e 7 0 p r i v a t e c o u r s 

es in t h e c o u n t y g o t o subs id ize t h e i r 

g o v e r n m e n t c o m p e t i t i o n . F u r t h e r 

m o r e , t h e g o l f e x p e r t o n m y staff, 

M i c h a e l LaFa ive (he researches a n d 

w r i t e s a b o u t g o l f b e t t e r t h a n h e plays 

i t ) , d e t e r m i n e d t h a t L y o n O a k s 

r e c e i v e d t h r e e state g r an t s w o r t h $ 2 . 4 

m i l l i o n a n d $ 5 . 1 m i l l i o n m o r e f r o m 

t h e sale o f t a x - e x e m p t g o v e r n m e n t b o n d s . A m o n g its 

v a r i o u s , a t t rac t ive a m e n i t i e s is a h a r d - t o - g e t , s t a t e - i s sued 

l i q u o r l i cense . LaFa ive a rgues t h a t n o m a t t e r h o w y o u 

slice it, g o l f c o u r s e s are o n e b i g f inancia l s and t rap for 

t axpayers o r p r i v a t e c o m p e t i t o r s , o r b o t h . 

O n e former private 
course owner in my 
state paid $200,000 a 
year in property taxes 
while the local 
municipal links paid 
nothing and also ran 
$10 specials for 18 
holes. That's a big 
reason why the 
private-course owner 
is now a former 
private-course owner. 

S o d o e s S t e p h e n S c h m a n s k e , e c o n o m i s t a n d a u t h o r 

o f t h e 2 0 0 4 b o o k Golfonomics. H e a n a l y z e d t h e r e c o r d o f 

1 0 4 p r i v a t e a n d p u b l i c g o l f c o u r s e s i n t h e San F r a n c i s c o 

Bay area b e t w e e n 1 8 9 3 a n d 2 0 0 1 . H e f o u n d t h a t m u n i c 

ipal l inks ac tua l ly d e t e r r e d t h e e n t r y o f o t h e r cou r se s 

a n d r e d u c e d t h e to ta l n u m b e r in t h e area. S c h m a n s k e 

r e c o m m e n d s p r i v a t i z a t i o n t o inc rease b o t h t h e n u m b e r 

o f c o u r s e s a n d t h e n u m b e r o f golfers . T h a t s t rong ly 

c o u n t e r s t h e a l ready w e a k c l a i m t h a t g o v e r n m e n t n e e d s 

t o p lay go l f t o inc rease p u b l i c access t o t h e spo r t . 

T h e n t h e r e ' s a s t o r y f r o m t h e 

M a r c h 6, 2 0 0 6 , Ann Arbor News. N e v e r 

m i n d t h a t t h e city's t w o m u n i c i p a l 

c o u r s e s p a y n o taxes; t h e c i ty has lost 

a b o u t a m i l l i o n dol lars j u s t k e e p i n g 

t h e m o p e n in spi te o f a 5 0 - p e r c e n t 

h i k e in fees. S o far this d e c a d e , t h e 

n u m b e r o f r o u n d s p l ayed has fallen b y 

nea r ly half. T h e s t o r y says " t h e ci ty 

w o u l d b e satisfied j u s t t o b r e a k even . " 

C i t y officials are h a v i n g a h a r d t i m e 

g r a p p l i n g w i t h t h e o b v i o u s s o l u t i o n : 

G e t A n n A r b o r o u t o f t h e g o l f b u s i 

ness . 

I n a n y e v e n t , g o v e r n m e n t g o l f 

m a k e s e v e n less sense t h a n cen t s . G o v 

e r n m e n t s h o u l d n ' t b e d o i n g p izza , 

b u n g e e - j u m p i n g , o r d o g - s i t t i n g e i the r , 

a n d for all t h e s a m e r ea son . T h e s e are 

n o t act ivi t ies , p rof i t ab le o r n o t , t h a t fall 

w i t h i n t h e p r o p e r s p h e r e o f legal a n d 

m o r a l c o e r c i o n . It's w i d e l y a c c e p t e d 

t h a t g o v e r n m e n t c an l e g i t i m a t e l y u se force (cops , c o u r t s , 

t anks , a n d taxes) t o k e e p t h e p e a c e , b u t t o w h a c k li t t le 

w h i t e balls a r o u n d a field? 

G i m m e m e a b r e a k , if n o t a m u l l i g a n . @ 
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Wal-Mart Wasn't Always the Biggest 

B Y J O H N S E M M E N S 

Editor's note: As w e w e n t t o press , a n d as if t o i l lus t ra te 

t h e p o i n t o f t h e f o l l o w i n g ar t ic le , Fortune r e leased its 

2 0 0 6 list o f largest c o r p o r a t i o n s , s h o w i n g E x x o n M o b i l , 

n o t W a l - M a r t , o n t o p . 

Fo r all t h e g n a s h i n g o f t e e t h ove r t h e c u r r e n t d o m 

i n a n t p o s i t i o n o f W a l - M a r t i n t h e s t and ings 

a m o n g A m e r i c a ' s largest c o r p o r a t i o n s , o n e m i g h t 

t h i n k t h a t it has h e l d t h e t o p r a n k i n g forever . It hasn ' t . 

W a l - M a r t has b e e n t h e t o p - r a n k e d f i rm in t h e F o r t u n e 

5 0 0 o n l y s ince 2 0 0 2 . It has b e e n in t h e t o p 5 0 0 o n l y 

s ince 1 9 9 5 . O t h e r c o r p o r a t i o n s have h e l d t h e t o p r a n k 

i n g for m o s t o f t h e last 5 0 years . 

B a c k in 1 9 5 5 Fortune Magazine 

p u b l i s h e d its first F o r t u n e 5 0 0 list

i n g o f t h e b igges t bus inesses in 

A m e r i c a . G e n e r a l M o t o r s t o p p e d 

t h a t list. A t t h e t i m e s o m e p e o p l e 

b e l i e v e d t h a t G e n e r a l M o t o r s was 

" t o o b ig . " M o r e t h a n ha l f t h e cars 

so ld i n A m e r i c a i n 1 9 5 5 w e r e m a n - * 

u f a c t u r e d b y G M . C o n g r e s s 

l a u n c h e d inves t iga t ions o f G M ' s p u r p o r t e d a t t e m p t s t o 

m o n o p o l i z e t h e A m e r i c a n a u t o m o b i l e indus t ry . 

G M was s imu l t aneous ly accused o f p r i c i n g its cars t o o 

h i g h for m a n y w o r k i n g A m e r i c a n s t o afford a n d so l o w 

tha t t h e y t h r e a t e n e d to r u n t he i r c o m p e t i t o r s o u t o f b u s i 

ness. Sensible p e o p l e m i g h t marve l at t h e r e a s o n i n g 

b e h i n d this t y p e o f accusa t ion . T h e n o t i o n tha t p r ices 

c o u l d b e b o t h t o o h i g h a n d t o o l o w defies logic . N e v e r 

the less , o u r l a w m a k e r s h a v e c raf ted a n t i t r u s t ru les 

d e s i g n e d t o fight such prac t ices . In fact, t h e an t i t rus t c o d e 

is fairly c o m p r e h e n s i v e in t e r m s o f t h e t y p e o f p r i c i n g 

s c h e m e s tha t are d e e m e d to b e in v io la t ion o f t h e law. 

P r ices tha t are t o o l o w are cons ide r ed " p r e d a t o r y . " T h a t 

is, these l o w pr ices are pe rce ived to b e a i m e d at forc ing 

rivals o u t o f business so t h e " p r e d a t o r y " f i rm can m o n o p 

ol ize t h e industry. Pr ices t o o h i g h are cons ide r ed ev idence 

tha t t h e of fending f i rm already m u s t have m o n o p o l y 

p o w e r — h o w else c o u l d it enforce such a h i g h - p r i c e p o l 

icy? Pr ices tha t m a t c h those o f c o m p e t i t o r s are v i e w e d as 

e v i d e n c e o f c o n s p i r a c y — h o w else c o u l d supposed ly 

i n d e p e n d e n t f irms pos t t h e exac t same prices? ' 

S i n c e t h e r e is n o p r i c i n g o p t i o n left u n c o v e r e d b y 

an t i t ru s t laws, every bus iness in A m e r i c a is po t en t i a l l y 

sub jec t t o inves t iga t ion a n d p r o s e c u t i o n . 

U n d e r b a d g e r i n g f r o m S e n a t e 

inqu i s i to r s in 1 9 5 3 , C h a r l i e W i l s o n , 

t h e c h a i r m a n o f G e n e r a l M o t o r s , 

asser ted, " I t h o u g h t tha t w h a t was 

g o o d for t h e c o u n t r y was g o o d for 

G e n e r a l M o t o r s , a n d wha t ' s g o o d 

for G e n e r a l M o t o r s is g o o d for t h e 

c o u n t r y . " 2 W h i l e it m a y have b e e n 

A b i t p r e s u m p t u o u s for W i l s o n to 

conf la te t h e g o o d o f G M w i t h t h e 

g o o d o f t h e n a t i o n , it is ha rd ly e v i d e n c e o f evil. Yet t h e 

s t a t e m e n t i n sp i r ed d e m a n d s for g o v e r n m e n t a c t i o n t o 

h u m b l e this c o r p o r a t e g ian t . L e g e n d has it t ha t a c h a s 

t e n e d W i l s o n d e c i d e d tha t his c o m p a n y w o u l d n e v e r sell 

m o r e t h a n 5 0 p e r c e n t o f t h e cars in A m e r i c a . 

E x x o n has b e e n G M ' s l o n g t i m e rival for t h e t o p 

spo t in t h e F o r t u n e 5 0 0 . B y 1 9 7 5 E x x o n b e c a m e t h e 

largest A m e r i c a n bus iness . Pol i t ica l even ts in t h e M i d d l e 

East d rove t h e p r i c e o f oil u p . As a v e n d o r o f this n o w 

John Sernmcns (jsemmcns@cox.nct) is a transportation policy analyst at the 
Laissez Faire Institute in Arizona. 
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scarcer c o m m o d i t y , E x x o n v a u l t e d t o t h e t o p o f t h e 

r a n k i n g s . B y 1 9 7 8 , t h o u g h , G M was b a c k o n t o p . 

G M a n d E x x o n t o o k t u r n s s h a r i n g t h e t o p spo t u n t i l 

2 0 0 2 , w h e n W a l - M a r t t o o k o v e r t h e lead . 

T h e a l t e rna t ive t o success is failure. T h i s is t h e u l t i 

m a t e fate o f m o s t bus inesses . T h r e e o u t o f eve ry five b u s i 

ness starts e n d in b a n k r u p t c y w i t h i n five years . O n l y a 

t iny m i n o r i t y o f n e w businesses g r o w s i n t o t h e h u g e c o r 

p o r a t i o n s tha t m a k e u p t h e F o r t u n e 5 0 0 . O n c e a bus iness 

m a k e s t h e list, t h e r e is n o g u a r a n t e e it wi l l stay t he r e . 

If w e l o o k at j u s t t h e t o p t e n o n t h e first F o r t u n e 5 0 0 

list f r o m 1 9 5 5 a n d c o m p a r e it t o t h e m o s t r e c e n t list, w e 

f ind o n l y t h r e e h o l d o v e r s . S e v e n t y p e r c e n t o f t h e firms 

in t h e t o p t e n in 1 9 5 5 have b e e n d i sp laced b y o t h e r 

firms. F a m e d e c o n o m i s t J o s e p h S c h u m p e t e r l i k e n e d t h e 

t o p r anks o f bus iness t o a h o t e l w h e r e t h e gues ts are 

always c h a n g i n g . 3 

H u m a n b e i n g s are lazy a n d g r e e d y (or e n e r g y - c o n 

s e r v i n g a n d a m b i t i o u s — i f y o u pre fe r less n e g a t i v e -

s o u n d i n g d e s c r i p t i o n s o f t h e s a m e p h e n o m e n a ) . P e o p l e 

c a n satisfy o t h e r p e o p l e ' s desires b y p r o v i d i n g p r o d u c t s 

a n d serv ices tha t ca t e r t o t h e i n h e r e n t laziness o f t h e 

spec ies . I n a t r u e free m a r k e t , t o t h e e x t e n t t h a t a b u s i 

ness ap t ly d i sce rns t h o s e desires a n d eff iciently fulfills 

t h e m , it w i l l p ro spe r . F i r m s in a n u n f e t t e r e d m a r k e t p l a c e 

b e c o m e t h e b igges t b e c a u s e t h e y have effectively fu l 

filled m o r e desires t h a n t h e i r r ivals. 

S i n c e n o o n e firm can c o r n e r all t h e i nd iv idua l s 

w i t h i n its o r g a n i z a t i o n , it wi l l h a v e t o d o c o n s t a n t ba t t l e 

t o t ry t o f end off t h o s e w h o h a v e t h e i r eye o n its c u r 

r e n t p i e c e o f t h e e c o n o m i c p ie . If t h e r e is m o n e y t o b e 

m a d e b y s e r v i n g h u m a n w a n t s , firms wi l l e n d e a v o r t o 

serve t h e m . Successful bus inesses s p a w n i m i t a t o r s a n d 

rivals a i m i n g t o c u t t h e m s e l v e s a p i e c e o f t h a t p i e . I n t h e 

free m a r k e t , t h e o n l y w a y t o c u t o n e s e l f a b i g g e r p i e c e is 

by o f fe r ing a b e t t e r va lue . 

W i t h i n t h e m i x e d e c o n o m y W a l - M a r t rose t o t h e t o p 

b y o f fe r ing c o n s u m e r s b e t t e r v a l u e — a s p e r c e i v e d b y 

freely c h o o s i n g c u s t o m e r s . H o w l o n g W a l - M a r t wi l l stay 

o n t o p is u n k n o w n . It possesses n o p a t e n t o n v e n d i n g 

m e r c h a n d i s e . O t h e r bus inesses are free t o c o p y its t e c h 

n i q u e s , a n d several have . T h e r e are also i n n o v a t i o n s t h a t 

t h r e a t e n W a l - M a r t ' s m a i n m o d e o f bus iness . M o r e a n d 

m o r e p e o p l e are b e c o m i n g c o m f o r t a b l e w i t h s h o p p i n g 

W a l - M a r t W a s n ' t A l w a y s t h e B i g g e s t 

1955 Fortune List 

1 General Motors 9,823 806 

2 Exxon 5,661 585 

3 U.S. Steel 3,250 195 

4 General Electric 2,959 213 

5 Esmark 2,511 19 

6 Chrysler 2,072 18 

7 Armour 2,056 2 

8 Gulf Oil 1,705 183 

9 Mobi l 1,704 184 

10 DuPont 1,688 344 

2005 Fortune List 

1 W a l - M a r t Stores 288,189 10,267 

2 Exxon Mobil 270,772 25,330 

3 General Motors 193,517 2,805 

4 Ford Motor 172,233 3,487 

5 General Electric 152,363 16,593 

6 ChevronTexaco 147,967 13,328 

7 ConocoPhi l l ips 121,663 8,129 

8 Cit igroup 108,276 17,046 

9 American Intl. Group 98,610 11,050 

0 I B M 96,293 8,430 
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J o h n S e m m e n s 

o n t h e I n t e r n e t . W a l - M a r t ' s " b i g b o x " s tores m a y b e 

s h u n n e d as m o r e s h o p f rom t h e c o n v e n i e n c e o f t h e i r 

o w n h o m e s . 

As p e o p l e b e c o m e w e a l t h i e r t h e lu re o f "always l o w 

p r i c e s , always''' m a y d w i n d l e . T h e a t t r ac t ion o f " u p s c a l e " 

lifestyles m a y d iver t c u s t o m e r s away 

f r o m W a l - M a r t . Targe t , a k e y W a l - M a r t 

r ival , has b e e n acce l e r a t i ng its g r o w t h 

b y o f f e r i n g t r e n d y - b u t - a f f o r d a b l e 

d e s i g n e r m e r c h a n d i s e . T h a t Targe t ' s 

sales have b e e n r i s ing t w i c e as fast as 

W a l - M a r t ' s i n t h e last yea r has c a u g h t 

t h e a t t e n t i o n o f W a l - M a r t ' s m a n a g e 

m e n t , 4 a n d it is a i m i n g m o r e at u p p e r -

i n c o m e s h o p p e r s . 5 W h e t h e r this wi l l b e 

successful, t h o u g h , is a b i g q u e s t i o n . 

W h e n y o u ' v e c r e a t e d s u c h a d o m i n a n t 

p o s i t i o n for y o u r s e l f as a l o w - p r i c e 

v e n d o r , it m a y b e difficult t o c o n v i n c e 

b u y e r s t h a t y o u can also offer upsca le m e r c h a n d i s e . 

In t h e m a r k e t t h e c o m p e t i t i o n n e v e r e n d s . T h e race 

Firms in an 
unfettered market
place become the 
biggest because they 
have effectively 
fulfilled more desires 
than their rivals. 

is n e v e r over. T h e r e is n e v e r a final w i n n e r . A n y lead c an 

be , a n d m o s t p r o b a b l y wi l l b e , o v e r t a k e n at s o m e p o i n t 

in t h e fu ture . R a t h e r t h a n fret over t h e c u r r e n t s t a n d 

ings , p e o p l e s h o u l d take a d v a n t a g e o f t h e p r o d u c t s a n d 

se rv ices offered b y c o m p e t i n g b u s i n e s s — r e w a r d i n g 

t h o s e tha t serve t h e m bes t as a spur t o 

t h e i m p r o v e m e n t o f all. (m 
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Democracy Versus Liberty 

B Y J A M E S B O V A R D 

I f a fo re ign p o w e r t o o k ove r t h e U n i t e d States a n d 

d i c t a t e d t h a t A m e r i c a n c i t i zens s u r r e n d e r 4 0 p e r c e n t 

o f t h e i r i n c o m e , r e q u i r e d t h e m t o s u b m i t t o t ens o f 

t h o u s a n d s o f different c o m m a n d s ( m a n y o f w h i c h w e r e 

effectively k e p t secre t f r o m t h e m ) , p r o h i b i t e d m a n y o f 

t h e m f r o m u s i n g t h e i r l and , a n d d e n i e d m a n y t h e c h a n c e 

t o find w o r k , t h e r e w o u l d b e li t t le d i s p u t e t h a t t h e p e o 

p le w e r e b e i n g t y r a n n i z e d . Yet t h e m a i n d i f fe rence 

b e t w e e n t h e c u r r e n t real i ty a n d t h e f o r e i g n - i n v a s i o n 

s c e n a r i o is t h e d e m o c r a t i c f o r m s b y w h i c h g o v e r n m e n t 

p o w e r is n o w sanct i f ied . 

T h e r e a re f e w m o r e d a n g e r o u s 

e r r o r s i n po l i t i ca l t h i n k i n g t h a n t o 

e q u a t e d e m o c r a c y w i t h l iber ty. U n f o r 

tuna te ly , this is o n e o f t h e m o s t w i d e 

spread e r r o r s in A m e r i c a — a n d a k e y 

r ea son w h y t h e r e are f ew leashes left 

o n g o v e r n m e n t p o w e r . As N o b e l l a u 

rea te F. A . H a y e k o b s e r v e d in a 1 9 7 6 

s p e e c h , " T h e m a g i c w o r d d e m o c r a c y 

has b e c o m e so a l l - power fu l t h a t all t h e 

i n h e r i t e d l i m i t a t i o n s o n g o v e r n m e n t 

p o w e r are b r e a k i n g d o w n b e f o r e it. . . . 

It is u n l i m i t e d d e m o c r a c y , n o t j u s t d e m o c r a c y , w h i c h is 

t h e p r o b l e m today." 1 

P e o p l e have l o n g b e e n e n c o u r a g e d t o con fuse self-

g o v e r n m e n t o f t h e i r o w n lives w i t h " s e l f - g o v e r n m e n t " 

via m a j o r i t y r u l e o v e r e v e r y o n e . B e c a u s e abus ive r u l e b y 

fo re igne r s o r a k i n g p e r s o n i f i e d o p p r e s s i o n , m a n y p r e 

s u m e d t h a t r u l e b y p e o p l e o f one ' s o w n n a t i o n a l i t y 

m e a n t f r e e d o m . B o s t o n p a s t o r B e n j a m i n C h u r c h p r o 

c l a i m e d in 1 7 7 3 t h a t l iberty ' was " t h e h a p p i n e s s o f l i v ing 

u n d e r laws o f o u r o w n m a k i n g . T h e r e f o r e , t h e l i b e r t y o f 

t h e p e o p l e is exac t ly p r o p o r t i o n e d t o t h e share t h e b o d y 

There are few more 
dangerous errors in 
political thinking 
than to equate 
democracy with 
liberty. 

o f t h e p e o p l e h a v e in t h e leg i s la tu re . " 2 H o w e v e r , t h e 

r a m p a g e s o f s tate a n d local ma jo r i t i e s d u r i n g a n d after 

t h e A m e r i c a n R e v o l u t i o n d e b u n k e d this n a i v e fai th in 

ma jo r i t i e s . 

A m e r i c a n s q u i c k l y r e c o g n i z e d t h a t l i b e r t y m e a n t lack 

o f c o e r c i o n — e s p e c i a l l y lack o f g o v e r n m e n t c o e r c i o n . 

" T h e R e s t r a i n t o f G o v e r n m e n t is t h e T r u e L i b e r t y a n d 

F r e e d o m o f t h e P e o p l e " was a p o p u l a r m o t t o o f t h e late 

1 7 0 0 s . 3 J o h n Ph i l l i p R e i d , in his s e m i n a l w o r k , The Con

cept of Liberty in the Age of the American Revolution, 

o b s e r v e d t h a t l i b e r t y i n t h e e i g h t e e n t h c e n t u r y was 

" l a rge ly t h o u g h t o f as f r e e d o m f r o m 

a rb i t r a ry g o v e r n m e n t . . . . T h e less a 

l a w r e s t r a i n e d t h e c i t i zen , a n d t h e 

m o r e it r e s t r a ined g o v e r n m e n t , t h e 

b e t t e r t h e law." 4 T h i s c o n c e p t o f f ree

d o m c o n t i n u e d i n t o t h e ear ly p a r t o f 

t h e t w e n t i e t h c e n t u r y . 

B u t as t i m e passed , e n t h u s i a s m for 

g o v e r n m e n t p o w e r r e t u r n e d a n d dif

f e r en t c o n c e p t s o f f r e e d o m arose t o 

aga in v i n d i c a t e a w a r d i n g u n l i m i t e d 

p o w e r t o t h e ma jo r i t y . P rogress ive 

H e r b e r t Cro ly , o n e o f P r e s i d e n t T h e o d o r e R o o s e v e l t ' s 

f avor i t e w r i t e r s , d e c l a r e d in 1 9 0 9 , " I n d i v i d u a l f r e e d o m 

is i m p o r t a n t , b u t m o r e i m p o r t a n t still is t h e f r e e d o m o f 

a w h o l e p e o p l e t o d i spose o f its o w n des t iny ." 5 H o w e v 

er, i n p r a c t i c e , th is m e a n s t h e " f r e e d o m o f t h e w h o l e 

p e o p l e " t o d i spose o f i n d i v i d u a l s ' r i g h t s , p r o p e r t y , a n d 

lives. 
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J a m e s B o v a r d 

T h i s c o n f u s i o n has p r o s p e r e d in p a r t b e c a u s e , 

t h r o u g h o u t W e s t e r n h is tory , ty ran t s a n d t y r a n t apo log is t s 

h a v e s o u g h t t o b r o w b e a t c i t i zens i n t o o b e d i e n c e b y 

t e l l i ng t h e m t h a t t h e y are o n l y o b e y i n g t h e m s e l v e s . T h e 

e i g h t e e n t h - c e n t u r y F r e n c h po l i t i ca l p h i l o s o p h e r J e a n -

J a c q u e s R o u s s e a u u s e d this ba i t a n d s w i t c h t o sanctify 

d e m o c r a c y . R o u s s e a u w r o t e : " E a c h m a n , i n g i v i n g h i m 

self t o all, gives h i m s e l f t o n o b o d y . . . . E a c h o f us p u t s his 

p e r s o n a n d all his p o w e r i n c o m m o n u n d e r t h e s u p r e m e 

d i r e c t i o n o f t h e g e n e r a l wi l l , a n d , i n o u r c o r p o r a t e 

capaci ty, w e r ece ive e a c h m e m b e r as an indiv is ib le p a r t 

o f t h e w h o l e . " 6 T h e g e n e r a l wi l l is " infal l ible ," a n d " t o 

express t h e g e n e r a l wi l l is t o express e a c h m a n ' s real 

wi l l . " R o u s s e a u t a u g h t t h a t p e o p l e n e e d n o t fear a g o v 

e r n m e n t a n i m a t e d b y t h e g e n e r a l wi l l b e c a u s e e a c h c i t 

i zen w o u l d b e " o b e y i n g o n l y myself ." 7 A n d b e c a u s e t h e 

p e o p l e ' s w i l l w o u l d a c t u a t e g o v e r n -

m e n t , t h e classical w a r n i n g s o n t h e 

d a n g e r o f g o v e r n m e n t p o w e r b e c a m e 

nu l l a n d v o i d . T h e h o r r o r s o f t h e 

F r e n c h R e v o l u t i o n cast R o u s s e a u ' s 

d o c t r i n e s i n t o t e m p o r a r y d i s r e p u t e , 

b u t his i n t e l l e c tua l c o n t o r t i o n s p e r 

m e a t e d s u b s e q u e n t t h i n k i n g o n 

d e m o c r a c y a n d g o v e r n m e n t . 

S o m e U . S . p r e s iden t s w h o h a v e 

b e e n m o s t e n t h u s i a s t i c o n s e i z i n g 

p o w e r h a v e e x o n e r a t e d t h e m s e l v e s b y 

c l a i m i n g t h a t " t h e p e o p l e d i d it ." F D R 

d e c l a r e d in 1 9 3 8 , " L e t us n e v e r fo rge t t h a t g o v e r n m e n t 

is ou r se lves a n d n o t a n a l ien p o w e r ove r u s , " 8 a n d Bil l 

C l i n t o n d e c l a r e d in 1 9 9 6 t h a t " T h e G o v e r n m e n t is j u s t 

t h e p e o p l e , a c t i n g t o g e t h e r . . . ."'J I n his 1 9 8 9 farewel l 

address , R o n a l d R e a g a n asser ted , " ' W e t h e P e o p l e ' tell 

t h e g o v e r n m e n t w h a t t o d o , it d o e s n ' t tell us . ' W e t h e 

p e o p l e ' are t h e d r i v e r — t h e g o v e r n m e n t is t h e car. A n d 

w e d e c i d e w h e r e it s h o u l d go , a n d b y w h a t r o u t e , a n d 

h o w fast."" 1 B u t t h e A m e r i c a n p e o p l e d i d n o t c h o o s e t o 

d r i v e i n t o B e i r u t a n d ge t h u n d r e d s o f M a r i n e s b l o w n 

u p , o r c h o o s e t o r u n u p t h e largest b u d g e t deficits i n 

A m e r i c a n h is tory , o r p r o v i d e t h o u s a n d s o f a n t i t a n k 

w e a p o n s t o Aya to l l ah K h o m e n i , o r have a s lew o f t o p 

po l i t i ca l a p p o i n t e e s e i t h e r l ie o r ge t c a u g h t in confl ic ts 

o f i n t e r e s t o r o t h e r abuses o f p o w e r o r e th ica l q u a n d a r i e s 

b e t w e e n 1 9 8 1 a n d 1 9 8 8 . 

Invoking "the 
government is the 
people" is one of the 
easiest ways for a 
politician to shirk 
responsibility for his 
actions. 

I n v o k i n g " t h e g o v e r n m e n t is t h e p e o p l e " is o n e o f 

t h e easiest ways for a po l i t i c i an t o sh i rk respons ib i l i ty for 

his ac t ions . T h i s d o c t r i n e m a k e s sense o n l y if o n e 

assumes tha t g o v e r n m e n t ' s v i c t ims are s u b c o n s c i o u s 

masoch i s t s a n d g o v e r n m e n t is o n l y fulfilling t he i r secret 

w i s h e s w h e n it messes u p t h e i r lives. 

T h e n o t i o n tha t d e m o c r a c y a u t o m a t i c a l l y p r o d u c e s 

l i be r ty h i n g e s o n t h e d e l u s i o n tha t " p e o p l e are o b e y i n g 

t hemse lve s . " B u t , as Freeman e d i t o r S h e l d o n R i c h m a n 

c o m m e n t e d , " W h e n y o u r u s h e d t o finish y o u r i n c o m e 

tax r e t u r n at t h e last m i n u t e o n A p r i l 15 , w e r e y o u in 

fear o f y o u r s e l f a n d y o u r fe l low A m e r i c a n s o r t h e 

I R S ? " " P e o p l e w h o e x c e e d t h e speed l imi t are n o t 

" se l f - t i cke ted . " P e o p l e w h o fail t o r ecyc le t h e i r b e e r b o t 

tles are n o t self-f ined, as if t h e r e c y c l i n g p o l i c e w e r e a 

m e r e a p p a r i t i o n o f a gu i l ty c o n s c i e n c e . 

Is a c i t i zen g o v e r n i n g he r se l f w h e n 

she is a r r e s t ed for possess ing a h a n d 

g u n in h e r o w n h o m e for sel f -defense 

in a c r i m e - r i d d e n D i s t r i c t o f C o l u m 

bia n e i g h b o r h o o d w h e r e p o l i c e l o n g 

s ince ceased p r o v i d i n g m i n i m u m p r o 

t ec t i on? Is a 2 0 - y e a r - o l d c i t i zen g o v 

e r n i n g h i m s e l f w h e n h e is a r res ted in 

his o w n h o m e b y p o l i c e for d r i n k i n g a 

bee r? T h e fact t ha t a m a j o r i t y — o r , 

m o r e likely, a m a j o r i t y o f t h e m i n o r i t y 

w h o b o t h e r e d t o v o t e — m a y h a v e 

s a n c t i o n e d s u c h laws a n d g o v e r n m e n t 

p o w e r s has n o t h i n g t o d o w i t h t h e s e l f - g o v e r n m e n t by 

e a c h c i t i zen o f his o w n life. 

Yet b y assu r ing p e o p l e t h a t t h e y are t h e g o v e r n m e n t , 

this m a k e s all t h e c o e r c i o n , all t h e e x p r o p r i a t i o n , all t h e 

in t rus ive searches , all t h e p r i s o n s e n t e n c e s for v ic t imless 

c r i m e s i r re levan t . A t least for t h e t h e o r e t i c i a n s a n d a p o l 

ogists o f d e m o c r a c y . 

Praising Democracy to Unleash Government 

Th e m o r e v e h e m e n t l y a p r e s i d e n t e q u a t e s d e m o c r a 

cy w i t h f r e e d o m , t h e g r ea t e r t h e d a n g e r h e l ikely 

poses t o A m e r i c a n s ' r i gh t s . A b r a h a m L i n c o l n was b y far 

t h e m o s t avid c h a m p i o n o f d e m o c r a c y a m o n g n i n e 

t e e n t h - c e n t u r y p r e s i d e n t s — a n d t h e p r e s i d e n t w i t h t h e 

grea tes t visible c o n t e m p t for t h e C o n s t i t u t i o n a n d t h e 

Bil l o f R i g h t s . 1 2 H e swayed p e o p l e t o v i e w n a t i o n a l 
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u n i t y as t h e u l t i m a t e test o f t h e e s sence o f f r e e d o m . T h a t 

L i n c o l n s u s p e n d e d h a b e a s c o r p u s , j a i l e d 2 0 , 0 0 0 p e o p l e 

w i t h o u t cha rges , forc ib ly c lo sed h u n d r e d s o f n e w s p a p e r s 

t h a t c r i t i c i z ed h i m , a n d sen t i n federa l t r o o p s t o s h u t 

d o w n state legis la tures was i r r e l evan t b e c a u s e h e p r o 

c l a i m e d " t h a t th is n a t i o n shall have a n e w b i r t h o f f r ee 

d o m , a n d t h a t g o v e r n m e n t o f t h e p e o p l e , b y t h e p e o p l e , 

for t h e p e o p l e shall n o t p e r i s h f r o m t h e e a r t h . " 

P r e s i d e n t W o o d r o w W i l s o n p i o n e e r e d t h e d e m o c r a -

cy -a s - sa lva t ion b o s h . Y e t his a d m i n i s t r a t i o n h a d t h e w o r s t 

civil r i gh t s r e c o r d s ince t h e C iv i l W a r — i m p o s i n g J i m 

C r o w re s t r i c t i ons o n federa l e m p l o y e e s t h a t r e su l t ed in 

t h e mass f i r ing o f b l ack civil se rvants . Af te r t a k i n g t h e 

n a t i o n i n t o W o r l d W a r I, W i l s o n r a m m e d a S e d i t i o n A c t 

t h r o u g h C o n g r e s s t h a t e m p o w e r e d t h e feds t o i m p r i s o n 

a n y o n e w h o m u t t e r e d a k i n d w o r d for t h e Ka i se r . 1 3 W i l 

s o n p u s h e d c o n s c r i p t i o n t h r o u g h C o n g r e s s — a s if his 

goa l o f h a v i n g "a seat at t h e t a b l e " at t h e p o s t w a r p e a c e 

c o n f e r e n c e s e n t i t l e d h i m t o d i spose o f a h u n d r e d t h o u 

sand A m e r i c a n lives. W i l s o n ' s c o n s t a n t i n v o c a t i o n o f 

d e m o c r a c y s h i e l d e d h i m agains t a p o p u l a r back la sh , at 

least u n t i l t h e f raud o f t h e p e a c e s e t t l e m e n t b e c a m e 

w i d e l y r e c o g n i z e d . 

F r a n k l i n R o o s e v e l t ' s p r e s i d e n c y was t h e clearest 

t u r n i n g p o i n t i n t h e A m e r i c a n u n d e r s t a n d i n g o f f r ee 

d o m . I n a 1 9 3 7 s p e e c h o n t h e 1 5 0 t h a n n i v e r s a r y o f t h e 

s i g n i n g o f t h e C o n s t i t u t i o n , F D R d e c l a r e d t h a t " e v e n 

s o m e o f o u r o w n p e o p l e m a y w o n d e r w h e t h e r d e m o c 

racy c a n m a t c h d i c t a t o r s h i p in g i v i n g this g e n e r a t i o n t h e 

t h i n g s it w a n t s f r o m g o v e r n m e n t . " F D R ' s c o m m e n t was 

p a r t o f his a t t ack o n t h o s e w h o o p p o s e d his se izure o f 

p o w e r ove r p r o p e r t y , w a g e s , a n d c o n t r a c t s . Ea r l i e r t h a t 

year , i n his s e c o n d i n a u g u r a l address , h e b r a g g e d , " I n 

t h e s e last f o u r years , w e h a v e m a d e t h e exerc ise o f all 

p o w e r m o r e d e m o c r a t i c ; for w e h a v e b e g u n t o b r i n g 

p r i v a t e a u t o c r a t i c p o w e r s i n t o t h e i r p r o p e r s u b o r d i n a 

t i o n t o t h e publ ic ' s g o v e r n m e n t . " W h e n t h e S u p r e m e 

C o u r t f o u n d m a n y o f R o o s e v e l t ' s p o w e r g rabs u n c o n 

s t i t u t iona l , h e a n n o u n c e d p lans t o w r e c k t h e p o w e r o f 

t h e C o u r t b y s t a c k i n g it w i t h n e w a p p o i n t e e s — s h o w i n g 

his c o n t e m p t for a n y l imi ts o n his p o w e r . " F D R f ree 

d o m " m e a n t p r e s iden t i a l s u p r e m a c y — a n d n o t h i n g else. 

I n his 1 9 4 1 Sta te o f t h e U n i o n address , F D R 

a n n o u n c e d t h e " f o u r f r e e d o m s " — " f r e e d o m o f s p e e c h 

a n d e x p r e s s i o n — e v e r y w h e r e in t h e w o r l d " ; " f r e e d o m 

D e m o c r a c y V e r s u s L i b e r t y 

o f eve ry p e r s o n t o w o r s h i p G o d i n his o w n w a y — e v e r y 

w h e r e in t h e w o r l d " ; " f r e e d o m f r o m w a n t — w h i c h , 

t r ans l a t ed i n t o w o r l d t e r m s , m e a n s e c o n o m i c u n d e r 

s t and ings w h i c h wi l l s e c u r e t o e v e r y n a t i o n a h e a l t h y 

p e a c e t i m e life for its i n h a b i t a n t s — e v e r y w h e r e i n t h e 

w o r l d ; " a n d " f r e e d o m f r o m f e a r — w h i c h , t r ans la t ed i n t o 

w o r l d t e r m s , m e a n s a w o r l d - w i d e r e d u c t i o n o f a r m a 

m e n t s t o s u c h a p o i n t a n d in s u c h a t h o r o u g h fash ion 

t h a t n o n a t i o n wi l l b e in a p o s i t i o n t o c o m m i t a n act o f 

phys ica l aggres s ion agains t any n e i g h b o r — a n y w h e r e in 

t h e w o r l d . " F D R ' s rev i sed f r e e d o m s i g n o r e d m o s t o f all 

t h e specific l i m i t a t i o n s o n g o v e r n m e n t p o w e r c o n t a i n e d 

i n t h e Bill o f R i g h t s . N o w , ins t ead o f a l i b e r t y for e a c h 

t o l ive his o w n life a n d g o his o w n way, R o o s e v e l t 

offered f r e e d o m f r o m fear a n d f r e e d o m f r o m w a n t — 

" f r e e d o m s " t h a t r e q u i r e o m n i p r e s e n t g o v e r n m e n t s u r 

v e i l l a n c e a n d p e r p e t u a l g o v e r n m e n t i n t e r v e n t i o n . 

R o o s e v e l t p e r e n n i a l l y i n v o k e d f r e e d o m as a p r e t e x t t o 

i nc rease g o v e r n m e n t p o w e r . H i s p r o m i s e s o f f r e e d o m 

for t h e e n t i r e w o r l d d i s t r ac t ed a t t e n t i o n f r o m h o w 

his a d m i n i s t r a t i o n was s u b j u g a t i n g A m e r i c a n s . Pa r t ly 

b e c a u s e A m e r i c a n s in t h e 1930s a n d ear ly 1940s w e r e 

less po l i t i ca l ly a s tu te t h a n t h o s e o f t h e F o u n d i n g era, 

F D R ' s ba i t a n d s w i t c h w o r k e d l ike a c h a r m — a n d was 

c a n o n i z e d i n t o A m e r i c a n fo lk lo re b y N o r m a n R o c k w e l l 

a n d o t h e r s . 

Complacent about Liberty 

Fr e e d o m b e c a m e i n c r e a s i n g l y b a s t a r d i z e d in t h e 

d e c a d e s after F D R . P r e s i d e n t N i x o n , l ike m o s t o f his 

p r e d e c e s s o r s , e n c o u r a g e d A m e r i c a n s t o b e c o m p l a c e n t 

a b o u t t h e i r l iber ty. In 1 9 7 3 , i n his s e c o n d i n a u g u r a l 

address , h e dec l a red : " L e t us b e p r o u d t h a t o u r sys t em has 

p r o d u c e d a n d p r o v i d e d m o r e f r e e d o m a n d m o r e a b u n 

d a n c e , m o r e w i d e l y sha red , t h a n a n y o t h e r s y s t e m in t h e 

h i s t o r y o f t h e w o r l d . " A m e r i c a n s la ter l e a r n e d tha t , at t h e 

t i m e o f N i x o n ' s s t a t e m e n t , t h e F B I was i n v o l v e d in a 

massive c a m p a i g n t o suppress o p p o s i t i o n t o t h e g o v e r n 

m e n t a n d t o t h e V i e t n a m War , a n d N i x o n h i m s e l f was 

i n v o l v e d i n o b s t r u c t i n g t h e i nves t i ga t ion o f t h e W a t e r 

ga te b r e a k - i n a n d r e l a t ed c r i m e s . B u t N i x o n m a y n o t 

h a v e s e e n s u c h ac t i ons as a v i o l a t i o n o f l i b e r t y b e c a u s e , 

as h e e x p l a i n e d t o i n t e r v i e w e r D a v i d Fros t i n 1 9 7 7 , 

" W h e n t h e p r e s i d e n t d o e s it t h a t m e a n s t h a t it is n o t 

i l legal ." Fros t , s o m e w h a t d u m b f o u n d e d , r ep l i ed , " B y def-
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i n i t i o n ? " N i x o n a n s w e r e d , "Exac t ly . Exac t ly . " 1 4 

P r e s i d e n t C l i n t o n o p e n l y s c a p e g o a t e d f r e e d o m for 

m a n y p r o b l e m s c a u s e d b y g o v e r n m e n t ( such as wel fare 

p r o g r a m s ) . In a 1 9 9 4 i n t e r v i e w w i t h M T V h e dec l a red , 

" W h e n w e g o t o r g a n i z e d as a c o u n t r y a n d w e w r o t e a 

fairly radica l C o n s t i t u t i o n w i t h a radica l Bill o f R i g h t s , 

g i v i n g a radical a m o u n t o f i n d i v i d u a l f r e e d o m t o A m e r 

icans , it was a s s u m e d t h a t t h e A m e r i c a n s w h o h a d t h a t 

f r e e d o m w o u l d use it r e s p o n s i b l y . . . . W h a t ' s h a p p e n e d in 

A m e r i c a t o d a y is, t o o m a n y p e o p l e live in areas w h e r e 

the re ' s n o fami ly s t r u c t u r e , n o c o m m u n i t y s t r u c t u r e , a n d 

n o w o r k s t r u c t u r e . A n d so there ' s a lo t o f i r r e spons ib i l i 

ty. A n d so a lo t o f p e o p l e say there ' s t o o m u c h p e r s o n a l 

f r e e d o m . W h e n p e r s o n a l f r e e d o m ' s 

b e i n g a b u s e d , y o u have t o m o v e to 

l imi t i t . " 1 5 

B u t t h e Bil l o f R i g h t s d i d n o t g ive 

f r e e d o m t o A m e r i c a n s ; in s t ead , it was a 

s o l e m n p l e d g e b y t h e g o v e r n m e n t t h a t 

it r e c o g n i z e d a n d w o u l d n o t v io l a t e 

t h e p r e - e x i s t i n g r igh t s o f i nd iv idua l s . 

T h e Bill o f R i g h t s was n o t " r a d i c a l " 

a c c o r d i n g to t h e beliefs o f A m e r i c a n s 

o f t h a t era; it cod i f i ed r igh t s b o t h l o n g 

r e c o g n i z e d i n E n g l i s h c o m m o n l aw 

a n d p u r c h a s e d in b l o o d d u r i n g t h e 

R e v o l u t i o n . T h e F o u n d i n g F a t h e r s 

h a d diff iculty g e t t i n g t h e C o n s t i t u t i o n 

a p p r o v e d in m a n y states n o t b e c a u s e it 

was " r a d i c a l " i n g i v i n g p e o p l e r i g h t s — 

b u t b e c a u s e it was p e r c e i v e d as c o n -

c e n t r a t i n g t o o m u c h p o w e r t o v io l a t e 

r i gh t s w i t h i n t h e federa l g o v e r n m e n t . Yet b y p a i n t i n g 

f r e e d o m as a gift of t h e g o v e r n m e n t , C l i n t o n d i s t r ac ted 

p e o p l e f r o m r e c o g n i z i n g t h e t h r e a t t ha t any g o v e r n 

m e n t — d e m o c r a t i c o r o t h e r w i s e — p o s e s t o t h e i r r i gh t s . 

P r e s i d e n t G e o r g e W. B u s h uses freedom a n d democracy 

i n t e r c h a n g e a b l y , as if t h e y w e r e t w o sides o f t h e s a m e 

w o o d e n n i cke l . B u s h e x p l a i n e d t o a D u t c h j o u r n a l i s t i n 

M a y 2 0 0 5 : " H o l l a n d is a free c o u n t r y . It's a c o u n t r y 

w h e r e t h e p e o p l e ge t t o d e c i d e t h e pol icy . T h e G o v e r n 

m e n t j u s t reflects t h e wi l l o f t h e p e o p l e . T h a t ' s w h a t 

d e m o c r a c i e s are all a b o u t . " 1 6 L a t e r t ha t day h e was q u e s 

t i o n e d b y a n o t h e r D u t c h j o u r n a l i s t : 

Q . H o w d o y o u de f ine f r e e d o m ? 

The Bill of Rights 
did not give freedom 
to Americans; instead, 
it was a solemn 
pledge by the 
government that it 
recognized and 
would not violate the 
pre-existing rights of 
individuals. 

T h e P r e s i d e n t . F r e e d o m , d e m o c r a c y ? 

Q . F r e e d o m as s u c h . 

T h e P r e s i d e n t . Wel l , I v i e w f r e e d o m as w h e r e g o v 

e r n m e n t d o e s n ' t d ic ta te . G o v e r n m e n t is respons ive t o 

t h e n e e d s o f p e o p l e . . . . Tha t ' s w h a t f r e e d o m — g o v 

e r n m e n t is o f t h e p e o p l e . W e say " o f t h e p e o p l e , b y 

t h e p e o p l e , a n d for t h e p e o p l e . " A n d a free soc ie ty is 

o n e if t h e p e o p l e d o n ' t l ike w h a t is g o i n g o n , t h e y 

c a n ge t n e w leaders . . . . Tha t ' s free society, soc ie ty 

respons ive t o p e o p l e . 1 7 

A n d as l o n g as g o v e r n m e n t c la ims to r e s p o n d to t h e 

p e o p l e , t h e p e o p l e are free, n o m a t t e r h o w m u c h t h e 

g o v e r n m e n t abuses t h e m . 

B u s h F r e e d o m h i n g e s o n g o v e r n 

m e n t as t h e savior o f f r e e d o m . D e b a t e s 

over t h e P A T R I O T A c t p r o v i d e d fur 

t h e r o p p o r t u n i t y for d e g r a d i n g t h e 

A m e r i c a n vocabula ry . F o r m e r A t t o r 

n e y G e n e r a l J o h n Ashcrof t t i t led t h e 

A u g u s t 2 0 0 3 l a u n c h s p e e c h o f his 

n a t i o n a l P A T R I O T A c t p r o m o t i o n 

t o u r " S e c u r i n g O u r L i b e r t y : H o w 

A m e r i c a Is W i n n i n g t h e W a r o n 

T e r r o r . " E a r l i e r i n 2 0 0 3 A s h c r o f t 

c h a r a c t e r i z e d J u s t i c e D e p a r t m e n t 

a n t i t e r r o r i s t d e l i b e r a t i o n s th is way : 

" E v e r y day w e are ask ing e a c h o t h e r , 

w h a t c an w e d o to b e m o r e successful 

in s e c u r i n g t h e f r e e d o m s o f A m e r i c a 

a n d sus ta in ing t h e l iberty, t h e t o l e r 

ance , t h e h u m a n d i g n i t y t h a t A m e r i c a 

r ep re sen t s . " 1 8 

Ashcrof t s successor, A l b e r t o Gonza le s , u sed t h e same 

r h e t o r i c t o sanctify t h e P A T R I O T Act : " C o n g r e s s d id a 

g o o d j o b in s t r ik ing t h e a p p r o p r i a t e ba lance b e t w e e n p r o 

t e c t i ng o u r c o u n t r y a n d s e c u r i n g o u r l iber t ies ." 1 9 T h e 

P A T R I O T A c t a u t h o r i z e d confiscat ions o f travelers ' 

m o n e y (in v io l a t ion o f a S u p r e m e C o u r t ru l ing) , t h e use 

o f n e w survei l lance software tha t c o u l d v a c u u m u p m i l 

l ions o f people ' s e-mai ls w i t h o u t a search w a r r a n t , n a t i o n 

w i d e " r o v i n g wi re taps , " a n d seizing library, b o o k s t o r e , a n d 

o t h e r business a n d financial records based solely o n s u b 

p o e n a s issued by FBI field offices o n t h e flimsiest o f p r e 

texts . 2 " After t h e P A T R I O T A c t was s igned, t he re was a 
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h u n d r e d f o l d increase in t h e n u m b e r o f e m e r g e n c y spy ing 

w a r r a n t s issued solely o n t h e A t t o r n e y Genera l ' s c o m 

m a n d — a n d later r u b b e r - s t a m p e d by t h e F o r e i g n In te l l i 

g e n c e Surve i l l ance C o u r t . 2 1 B u t all t h e v io la t ions o f 

A m e r i c a n s ' r igh t s a n d l iber t ies b y federal agents are i r r e l 

evant b e c a u s e t h e p r o c l a i m e d i n t e n t o f t h e P A T R I O T 

A c t is t o " s e c u r e l iberty." T h e r e is n o f r e e d o m w i t h o u t 

securi ty, a n d n o secur i ty w i t h o u t abso lu te p o w e r . 

Intellectuals Join In 

I t is n o t o n l y po l i t i c i ans w h o seek t o con fuse p e o p l e 

a b o u t t h e real i ty o f l iber ty . In te l l ec tua l s w h o s h o u l d 

k n o w b e t t e r j o i n in t h e c i rcus shell g a m e . F o r m e r f e d e r 

al j u d g e a n d S u p r e m e C o ' u r t n o m i n e e R o b e r t B o r k in 

1 9 9 6 cal led for " a c o n s t i t u t i o n a l a m e n d m e n t m a k i n g 

a n y federa l o r state c o u r t d e c i s i o n sub jec t t o b e i n g o v e r 

r u l e d by a m a j o r i t y v o t e o f e a c h H o u s e o f C o n g r e s s . " 

B o r k a p p e a l e d t o " o u r m o s t p r e c i o u s f r e e d o m , t h e f ree 

d o m t o g o v e r n our se lves d e m o c r a t i c a l l y . " 2 2 A c c o r d i n g to 

this v iew, t h e g rea tes t d a n g e r t o f r e e d o m is h a v i n g f rus 

t r a t e d leg is la tors . 

W h a t are t h e m e c h a n i c s b y w h i c h m a j o r i t y - m a n d a t 

ed shackles l i be ra t e t h e i nd iv idua l ? H o w d o e s a shack le 

s u p p o r t e d b y 51 p e r c e n t o f t h e p o p u l a c e affect a n i n d i 

v i d u a l di f ferent ly f r o m o n e e n d o r s e d by a m e r e 4 9 p e r 

cen t? Is t h e secre t t o d e m o c r a c y s o m e l a w o f inverse 

po l i t i ca l g r a v i t y — s o t h a t t h e m o r e p e o p l e w h o s u p p o r t 

i m p o s i n g a shack le , t h e less it w e i g h s ? A r e c i t izens 

o b l i g e d t o p r e t e n d t h a t a n y r e s t r i c t i o n favored b y t h e 

m a j o r i t y is n o t a res t ra in t b u t i n s t e a d a b a d g e o f f ree 

d o m ? Shack les are shackles are shackles , regardless o f 

w h a t r h e t o r i c a l h o l y w a t e r t h e y are b lessed w i t h . 

P e o p l e are t a u g h t tha t , t h a n k s t o d e m o c r a c y , c o e r c i o n 

is n o l o n g e r d a n g e r o u s b e c a u s e p e o p l e ge t t o v o t e o n 

w h o c o e r c e s t h e m . B e c a u s e p e o p l e are p e r m i t t e d a ro le 

i n c h o o s i n g w h o wi l l b e in c h a r g e o f t h e p e n a l c o d e , 

t h e y are free. B e i n g p e r m i t t e d t o v o t e for po l i t i c i ans 

w h o e n a c t un jus t , oppress ive n e w laws mag ica l l y c o n 

ver t s t h e s t r ipes o n p r i s o n shir ts i n t o e m b l e m s o f f r ee 

d o m . B u t it takes m o r e t h a n v o t i n g t o m a k e c o e r c i o n 

b e n i g n . 

T h e f ic t ion o f m a j o r i t y r u l e has b e c o m e a l i cense t o 

i m p o s e nea r ly u n l i m i t e d c o n t r o l s o n t h e m a j o r i t y a n d 

e v e r y b o d y else. T h e d o c t r i n e o f " m a j o r i t y r u l e equa l s 

f r e e d o m " is c u s t o m - m a d e t o t u r n m o b s o f v o t e r s i n t o 

spo i l ed c h i l d r e n w i t h a d i v i n e r i g h t t o p l u n d e r t h e c a n d y 

s tore . T h e o n l y w a y t o e q u a t e s u b m i s s i o n t o m a j o r i t y -

s a n c t i o n e d dec ree s w i t h i n d i v i d u a l f r e e d o m is t o a s s u m e 

t h a t i nd iv idua l s h a v e n o r i g h t t o live in a n y w a y t h a t d i s 

pleases t h e major i ty . 

T h e m o r e c o n f u s e d p e o p l e ' s t h i n k i n g b e c o m e s , t h e 

easier it is for ru l e r s t o i n v o k e d e m o c r a c y t o des t roy 

f r e e d o m . T h e issue is n o t s i m p l y L i n c o l n ' s , R o o s e v e l t ' s , 

C l i n t o n ' s o r Bush ' s a b s u r d s t a t e m e n t s o n f r e e d o m b u t a 

c u l t u r a l - i n t e l l e c t u a l s m o g in w h i c h po l i t i c i ans have 

u n l i m i t e d l e e w a y t o r ede f ine f r e e d o m . If po l i t i c i ans c a n 

r ede f ine f r e e d o m at t h e i r w h i m , t h e n t h e y can raze l i m 

its o n t h e i r o w n p o w e r . 

It is b e t t e r t h a t g o v e r n m e n t b e r ep re sen t a t i ve t h a n 

n o n r e p r e s e n t a t i v e . B u t it is m o r e i m p o r t a n t t h a t g o v e r n 

m e n t s r e spec t p e o p l e ' s r i gh t s t h a n fulfill s o m e p e o p l e ' s 

w i s h e s t o oppres s o t h e r p e o p l e . T h e ru les t h a t a p e r s o n 

m u s t o b e y are m o r e i m p o r t a n t t h a n t h e i d e n t i t y o f t h e 

n o m i n a l ru l e r s . H e r b e r t S p e n c e r w r o t e in 1 8 5 7 , " T h e 

l i b e r t y w h i c h a c i t i zen enjoys is t o b e m e a s u r e d , n o t by 

t h e n a t u r e o f t h e g o v e r n m e n t a l m a c h i n e r y h e lives 

u n d e r , w h e t h e r r ep re sen t a t i ve o r n o t , b u t b y t h e relat ive 

p a u c i t y o f t h e res t ra in ts it i m p o s e s o n h i m . " 2 3 T h e ex i s 

t e n c e o f d e m o c r a c y d o e s n o t c h a n g e t h e m e a n i n g o f 

i n d i v i d u a l l iber ty . A p e r s o n is free o r n o t free, regardless 

o f h o w m a n y p e o p l e a p p r o v e his fe t ters . 

T h e F o u n d i n g F a t h e r s f o u g h t for a g o v e r n m e n t t h a t 

w o u l d r e spec t t h e i r r igh t s , n o t for a g o v e r n m e n t t h a t 

w o u l d a l l ow t h e m to forcibly m i c r o m a n a g e t h e lives o f 

t h e i r fe l low c i t i z e n s . T h e o n l y w a y t o c l a im t h a t d e m o c 

racy a u t o m a t i c a l l y p r o t e c t s l i b e r t y is t o say t h a t t h e o n l y 

f r e e d o m t h a t m a t t e r s is " f r e e d o m for t h e g o v e r n m e n t t o 

r u l e in t h e n a m e o f t h e p e o p l e . " 

Reconciling Democracy with Liberty 

Th e s c o p e o f m a j o r i t y r u l e s h o u l d b e l i m i t e d t o 

t h o s e issues a n d areas i n w h i c h c o m m o n s tandards 

m u s t prevai l t o p r e s e r v e p u b l i c p e a c e . D e m o c r a c y is a 

re la t ively g o o d m e t h o d for r e a c h i n g a g r e e m e n t o n a sys

t e m o f roads , b u t is a l o u s y m e t h o d for d i c t a t i n g w h e r e 

e a c h c i t i zen m u s t go . D e m o c r a c y can b e a g o o d m e t h o d 

for r e a c h i n g a g r e e m e n t o n s tandards o f w e i g h t s a n d 

m e a s u r e m e n t s u s e d in c o m m e r c e , b u t is a p o o r m e t h o d 

for d i c t a t i n g w a g e s a n d p r i c e s . D e m o c r a c y s h o u l d b e a 

sy s t em o f g o v e r n m e n t b a s e d o n c o m m o n a g r e e m e n t o n 
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issues t h a t m u s t b e a g r e e d u p o n , a n d t o l e r a n c e — h o w 

ever g r u d g i n g — o n all o t h e r d i f ferences . 

" W h e n e v e r m a j o r i t y r u l e is u n n e c e s s a r i l y s u b s t i t u t e d 

for i n d i v i d u a l c h o i c e , d e m o c r a c y is in conf l ic t w i t h i n d i 

v i d u a l f r e e d o m , " w r o t e I ta l ian professor B r u n o L e o n i in 

his 1 9 6 1 classic, Freedom and the Law.24 M a j o r i t y r u l e is a 

m e a n s n o t a n e n d . T h e r e is n o t h i n g s u p e r i o r i n m a j o r i 

t ies r u n n i n g (or t h i n k i n g t h e y r u n ) a g o v e r n m e n t c o m 

p a r e d t o a n i n d i v i d u a l r u n n i n g his o w n life. C o l l e c t i v e 

r u l e wi l l always b e i n f e r i o r t o t h e se l f - ru le o f a c i t i z en in 

his o w n life. 

T h e fact t h a t d e m o c r a t i c g o v e r n m e n t s v io l a t e l i be r ty 

d o e s n o t p r o v e t h a t d e m o c r a c y is u n i q u e l y o r i n h e r e n t 

ly evil . T h i s is s i m p l y w h a t g o v e r n m e n t s d o . I n t h e s a m e 

w a y t h a t a po l i t i ca l cand ida t e ' s lies d o n ' t c r ea t e a p r e 

s u m p t i o n t h a t his o p p o n e n t is h o n e s t , t h e fact t ha t 

d e m o c r a c i e s r o u t i n e l y v i o l a t e r i gh t s a n d l iber t ies crea tes 

n o p r e s u m p t i o n t h a t o t h e r f o r m s o f g o v e r n m e n t w o u l d 

n o t b e w o r s e . ( | | 
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Po p u l a r b e l i e f a n d scient if ic d o g m a n o t w i t h s t a n d 

i n g , t h e t e r m " m e n t a l i l lness" refers t o u n w a n t e d 

b e h a v i o r , n o t m e d i c a l malady . Specifically, t h e 

t e r m refers t o t h e ro le o f " m e n t a l p a t i e n t , " a social s tatus 

i m b u e d w i t h f a r - r e a c h i n g legal a n d po l i t i ca l i m p l i c a 

t i ons . T h e l a w assumes t h a t p e r s o n s ca l led " m e n t a l 

p a t i e n t s " are m o r e l ike ly t o b e d a n g e r o u s t o t h e m s e l v e s 

a n d / o r o t h e r s t h a n are p e r s o n s n o t so cal led, a n a s s u m p 

t i o n m o s t p e o p l e a c c e p t as se l f - ev iden t . H e r e i n lies t h e 

s o u r c e o f t h e psychia t r i s t ' s t r a d i t i o n a l social o b l i g a t i o n t o 

c o n t r o l " h a r m t o self a n d / o r o t h e r s , " t h a t is, su i c ide a n d 

c r i m e . 

W e are cast i n t o roles b e f o r e w e c o m e i n t o this w o r l d 

a n d i n e x o r a b l y after w e e n t e r it . W e are ass igned a n a m e , 

a n age , a g e n d e r , a n d a r e l i g i o n . J o h n D o e , in fan t , m a l e , 

P r o t e s t a n t . 

As t h e years pass t h e roles a s c r i b e d t o us m u l t i p l y a n d 

f o r m o u r sense o f self, t h e " I . " T h e c h i l d says, " I a m J o h n , 

m y b r o t h e r is M i c h a e l , m y m o t h e r is M o m , m y fa the r is 

D a d , a n d m y d o g is P u p p y . " J o h n is b e i n g t a u g h t his ro le , 

his iden t i ty . H e is b e g i n n i n g t o l e a r n " h i s p lace ," his p a r t 

i n t h e plays w e call " family ," " s c h o o l , " a n d "socie ty ." 

F r o m a n ear ly age t h e ch i ld is t o l d m a n y o t h e r t h i n g s 

as wel l : t h a t h e is exc i t ab le , o r d i s o b e d i e n t , o r selfish, o r 

clever , o r a M a m a ' s b o y ; o r p e r h a p s tha t h e is o d d , 

u n c o n t r o l l a b l e , b a d , a n d m a d . As h e hea r s s u c h messages 

hab i t ua l l y d i r e c t e d at h i m , h e is l ikely t o b e c o m e t h e 

p e r s o n t h e i m p o r t a n t o t h e r s tel l h i m h e is. P sycho log i s t s 

call th is t h e self-fulfilling p r o p h e c y . It is a g o o d t e r m , b u t 

it is t o o n a r r o w . T h e n o t i o n o v e r l o o k s t h a t t h e i n d i v i d 

ua l cast i n t o a ro le is n o t a m a n n e q u i n w h o m o t h e r s are 

free t o dress as t h e y p lease . T h e sub jec t cast i n t o a p a r 

t i cu la r ro l e is also a n ac t ive a g e n t — e v e n as a ch i ld , a n d 

inc reas ing ly as h e ages—free ( w i t h i n l imits) t o s u b m i t t o 

a n d e m b r a c e o r resist a n d re jec t t h e ro le i n t o w h i c h o t h 

ers s eek t o cast h i m . 

B e i n g t h e m e m b e r o f a c o m m u n i t y , a r e l i g i o n , a 

n a t i o n , a c iv i l i za t ion enta i ls j o i n i n g t h e cast o f a p a r t i c 

u l a r n a t i o n a l - r e l i g i o u s - c u l t u r a l d r a m a a n d a c c e p t i n g 

c e r t a i n pa r t s o f t h e play as facts, n o t j u s t p r o p s n e c e s s a r y 

t o s u p p o r t t h e n a r r a t i v e . F o r e x a m p l e , w e i n t h e W e s t 

t o d a y a c c e p t as facts t h a t t h e e a r t h is s p h e r i c a l , t h a t l e ad 

is h e a v i e r t h a n w a t e r , t h a t a n e m i a is a b l o o d disease, a n d 

a t t e n t i o n def ic i t h y p e r a c t i v i t y d i s o r d e r is a m e n t a l d i s 

ease. I m a i n t a i n t h a t w h i l e t h e r e are m e n t a l p a t i e n t s , 

t h e r e are n o m e n t a l diseases: t h e r e are n o m e n t a l i l l 

nesses o r m a d n e s s e s in t h e b o d i e s o r m i n d s o f t h e 

d e n o m i n a t e d sub jec t s o r i n n a t u r e . I n s t e a d , t h e r e is t h e 

ro le o f m a d m a n o r m e n t a l p a t i e n t i n t o w h i c h a p e r s o n 

is cast b y his f ami ly a n d socie ty , w h i c h h e t h e n a s sumes 

a n d plays , o r aga ins t w h i c h h e rebe l s a n d f r o m w h i c h h e 

t r i es t o e scape . O c c a s i o n a l l y , i n d i v i d u a l s t e a c h t h e m 

selves h o w t o b e m e n t a l p a t i e n t s a n d a s s u m e t h e ro le 

w i t h o u t p a r e n t a l o r soc ie ta l p r e s su re i n o r d e r t o e scape 

u n b e a r a b l y pa in fu l s i t ua t i ons o r t h e b u r d e n s o f o r d i n a r y 

life. 

Life is full o f d a n g e r s . M a g i c a n d r e l i g i o n are 

m a n k i n d ' s earl iest w a r n i n g sys tems . S c i e n c e a r r i v e d o n 

t h e s c e n e o n l y a b o u t 4 0 0 years ago , a n d scient if ic m e d 

i c i n e o n l y 2 0 0 years ago . W e flat ter a n d d e c e i v e ourse lves 

if w e be l i eve t h a t w e h a v e o u t g r o w n t h e a p o t r o p a i c u se 

o f l a n g u a g e ( f rom t h e G r e e k apostropaios, m e a n i n g " t o 

t u r n a w a y " ) . 

M a n y p e o p l e d e r i v e c o m f o r t f r o m m a g i c a l ob jec t s 

(amule t s ) , a n d v i r tua l ly e v e r y o n e finds r eas su rance in 

m a g i c a l w o r d s ( i ncan t a t i ons ) . T h e classic e x a m p l e o f a n 

a p o t r o p a i c is t h e w o r d " a b r a c a d a b r a , " w h i c h The Ameri

can Heritage Dictionary of the English Language def ines as 

" a m a g i c a l c h a r m o r i n c a n t a t i o n h a v i n g t h e p o w e r t o 

w a r d off disease o r disaster." I s u b m i t t h a t w e use t h e 

phrases " m e n t a l i l lness," " d a n g e r o u s n e s s t o self a n d o t h 

ers ," a n d " p s y c h i a t r i c t r e a t m e n t " as a p o t r o p a i c s t o w a r d 
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off d a n g e r s w e fear, m u c h as a n c i e n t m a g i c i a n s w a r d e d 

off t h e d a n g e r s p e o p l e feared b y m e a n s o f i n c a n t a t i o n s . 

S o m e years a g o I s u g g e s t e d t h a t " fo rmer ly , w h e n re l i 

g i o n was s t r o n g a n d s c i e n c e w e a k , m e n m i s t o o k m a g i c 

for m e d i c i n e ; n o w , w h e n s c i e n c e is s t r o n g a n d r e l i g i o n 

w e a k , m e n m i s t a k e m e d i c i n e for m a g i c . " G r o w i n g 

r e l i ance o n c o m p u l s o r y m e n t a l - h e a l t h 

i n t e r v e n t i o n s for p r o t e c t i o n agains t 

c r i m e a n d su i c ide i l lustrates t h e p h e 

n o m e n o n . 

I n 1 9 6 0 , w h e n I first p u b l i c l y 

asse r ted t h a t m e n t a l illness is a m y t h , I 

m e a n t t o r e m i n d p e o p l e tha t , a c c o r d 

i n g t o s c i e n t i f i c - m e d i c a l de f in i t i on , 

disease is a p r e d i c a t e o f b o d i e s . If w e 

a c c e p t t h a t d e f i n i t i o n , w e n e e d n o t 

e x a m i n e a n y p a r t i c u l a r p e r s o n t o 

k n o w t h a t h e d o e s n o t h a v e a m e n t a l 

i l lness . S e p a r a t i n g l i t e r a l f r o m 

m e t a p h o r i c a l diseases is a v a r i a t i o n o n 

Kan t ' s t h e m e o f s e p a r a t i n g " ana ly t i c 

t r u t h s " f r o m " s y n t h e t i c t r u t h s . " 

W e k n o w t h a t b a c h e l o r s a re 

u n m a r r i e d w i t h o u t i nves t iga t ing t h e i r 

m a r i t a l s ta tus . T h e t r u t h o f a n ana ly t ic 

p r o p o s i t i o n is c o n t a i n e d i n t h e m e a n 

i n g o f t h e w o r d s i nvo lved . A n a l y t i c 

t r u t h s are " t r u t h s o f r ea son , " b a s e d o n 

l og i c a n d t h e p rec i se use o f l a n g u a g e . 

C o n v e r s e l y , w e k n o w t h a t l ead is h e a v 

ie r t h a n w a t e r b y r e f e r e n c e t o a p p r o 

p r i a t e o b s e r v a t i o n s o r re l iable r e co rds . 

T h e t r u t h o f a s y n t h e t i c p r o p o s i t i o n is 

c o n t i n g e n t o n w h a t w e call a n d a c c e p t 

as " fac ts ." Phys i c i ans d i scover diseases, 

s u c h as ma la r i a . Psych ia t r i s t s c o n s t r u c t 

a n d d e c o n s t r u c t d i seases , s u c h as 

h o m o s e x u a l i t y . 

W e n e e d l ingu is t i c m e t h o d s t o ver i fy o r falsify a n a 

lyt ic s t a t e m e n t s , e m p i r i c a l m e t h o d s t o verify o r falsify 

s y n t h e t i c s t a t e m e n t s . Diseases h a v e causes , s u c h as i n f e c 

t i ous agen t s o r n u t r i t i o n a l de f ic ienc ies , a n d o f t en c a n b e 

p r e v e n t e d o r c u r e d b y d e a l i n g w i t h t hese causes . P e r s o n s 

h a v e reasons for t h e i r a c t i ons , regardless o f w h e t h e r t h e y 

Some years ago I 
suggested that 
"formerly, when 
religion was strong 
and science weak, 
men mistook magic 
for medicine; now, 
when science is 
strong and religion 
weak, men mistake 
medicine for magic." 
Growing reliance on 
compulsory mental-
health interventions 
for protection against 
crime and suicide 
illustrates the 
phenomenon. 

are said t o have o r n o t have m e n t a l diseases. It is as f o o l 

ish t o l o o k for t h e causes o r cures o f t h e b e h a v i o r s w e 

call " m e n t a l i l lnesses" as it w o u l d b e t o l o o k for t h e c a u s 

es a n d cures o f t h e b e h a v i o r s w e call " r e l i g ions . " A c t i o n , 

b e h a v i o r , c o n d u c t , call it w h a t y o u wi l l , is g o a l - d i r e c t e d 

a n d m e a n i n g f u l . U n l e s s it's "senseless m e n t a l illness." 

O n O c t o b e r 6, 2 0 0 5 , t he New York 

Daily News repor ted : 

" D e p r e s s e d b a n k e r in Q u e e n s r a m 

page . " A "pe r f ec t g e n t l e m a n " b a n k e r 

. . . w o u n d e d his t e e n a g e s o n a n d fatal

ly sho t h i m s e l f yes te rday d u r i n g a r a m 

p a g e in t h e i r m i l l i o n - d o l l a r Q u e e n s 

h o m e . . . . M a r k Low, 6 1 , a M a n h a t t a n 

b a n k e r w h o b a t t l e d depres s ion , finally 

fled d o w n t h e stairs a n d fired a s h o t 

g u n i n t o his m o u t h . . . . " H e was 

d e p r e s s e d — j u s t s n a p p e d , " a n o t h e r 

p o l i c e s o u r c e said. . . . Po l i ce se ized 

fou r u n l i c e n s e d g u n s a n d several p r e 

s c r i p t i o n d r u g b o t t l e s — i n c l u d i n g t h e 

a n t i - d e p r e s s a n t L e x a p r o — i n t h e dad's 

n a m e f r o m t h e nea t , t w o - s t o r y h o m e 

o n B r o w v a l e L a n e . S h o c k e d n e i g h b o r s 

d e s c r i b e d t h e s e e m i n g l y m i l d - m a n 

n e r e d M a r k L o w as a c a r i n g fa ther a n d 

b l a c k - b e l t ka ra t e i n s t r u c t o r w h o p r a c 

t i ced m a r t i a l arts i n t h e backya rd . . . . 

" H e n e v e r ra ised his vo ice , " [said a 

n e i g h b o r ] . " H e n e v e r h a d a t e m p e r . 

. . . H e was a pe r fec t g e n t l e m a n . . . . It 

j u s t d o e s n ' t m a k e sense." 

Phys ic ians use b io log ica l , c h e m i c a l , 

a n d phys ica l tests t o d i a g n o s e disease. 

Pa tho log i s t s d e m o n s t r a t e t h e a n a t o m i 

cal, h i s to log ica l , a n d p h y s i c o - c h e m i c a l les ions o f d i s 

eases. T h e r e are n o ob jec t ive m e d i c a l tests for m e n t a l 

i l lnesses , a n d p a t h o l o g i s t s h a v e n o t f o u n d l e s ions 

p a t h o g n o m o n i c o f s u c h diseases. W h e n pa tho log i s t s d i s 

cove r s u c h les ions in pa t i en t s o r cadavers , t h e les ions are 

c o n s i d e r e d e v i d e n c e o f physica l disease, n o t " m e n t a l d i s 

o rde r . " Credo quia absurdum est. f§) 
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Th e m o s t i m p o r t a n t p e o p l e are t h e f a r m e r s , so it 

is said, for t h e y feed t h e n a t i o n . L a b o r e r s , h o w 

ever, are j u s t a b o u t as i m p o r t a n t b e c a u s e t h e y d o 

t h e real w o r k . O n t h e o t h e r h a n d , w e r e it n o t for t h e 

d o c t o r s a n d for m e d i c a l s c i ence , o u r life e x p e c t a n c y 

w o u l d b e sho r t e r , w i t h less o p p o r t u n i t y t o en joy all t h e 

o t h e r n i c e t h i n g s . S o w e see after all t h a t t h e d o c t o r s are 

t h e m o s t i m p o r t a n t — e x c e p t for t h e m i n i s t e r s w h o are 

m o s t i m p o r t a n t b e c a u s e th is life is so s h o r t a n d t h e n e x t 

o n e so l o n g . 

Le t us r e m e m b e r , t h o u g h , t h a t t e a c h e r s are t h e o n e s 

w h o lay t h e f o u n d a t i o n for e v e r y t h i n g ; a n d unless t h e y 

d o t h e i r j o b we l l , w e w o n ' t e v e n ge t s t a r t ed a l o n g a n y 

l ine ; w e wi l l regress t o b a r b a r i s m . A n d b e a r in m i n d t h a t 

if it w e r e n o t for t h e savers a n d capital ists , w e w o u l d still 

b e p l o w i n g w i t h a s t ick a n d p o u n d i n g c o r n i n a h o l 

l o w e d s t o n e . 

W h e r e w o u l d w e b e i f t h e m i l k m a n d i d n ' t ge t u p 

ear ly t o se rve us a n d o u r bab ies? If o u r b a b i e s w e r e t o 

d ie , w h a t w o u l d w e have? S o t h e r e real ly is n o a r g u 

m e n t ; t h e m i l k m a n is t h e m o s t i m p o r t a n t . O f c o u r s e , 

w e h a v e t o h a v e e l e c t r i c i t y o r n e a r l y e v e r y t h i n g w o u l d 

s top . . . . I n case t h e s e r v i c e is d i s r u p t e d , o n e m u s t call 

t h e p o w e r p l a n t , b y t e l e p h o n e . P e r h a p s p h o n e s e r v i c e is 

t h e m o s t i m p o r t a n t . . . . 

T h e t r u t h is t h a t m a n y d i f fe ren t t h i n g s a re m o s t 

i m p o r t a n t , e a c h o f us h a v i n g his o w n i d e a o f t h e i r r e l 

a t ive i m p o r t a n c e , d e p e n d i n g u p o n t h e t i m e a n d c i r 

c u m s t a n c e s . E a c h o f us t e n d s t o d o w h a t s e e m s m o s t 

i m p o r t a n t t o h i m at t h e m o m e n t , a n d th is a c c o u n t s for 

all h u m a n c r ea t i v i t y a n d p r o d u c t i o n . W i t h o u r c rea t ive 

a n d p r o d u c t i v e spec ia l t i es w e c o m e t o b e i m p o r t a n t t o 

o n e a n o t h e r , o f t e n i n w a y s w h i c h c o u l d n o t b e f o r e 

s e e n a n d w h i c h m a n y o f us m a y n e v e r c l ea r ly u n d e r 

s t and . T h i s v a r i a b i l i t y i n t h e s u b j e c t i v e j u d g m e n t s o f 

t h e i m p o r t a n c e o f t h i n g s is t h e basis o f all t r a d e a n d 

v o l u n t a r y c o o p e r a t i o n , e n a b l i n g e a c h p r o d u c t i v e i n d i 

v i d u a l t o g a i n p e a c e f u l p o s s e s s i o n a n d u s e o f vast ly 

m o r e t h a n h e c o u l d e v e r h o p e t o a t t a i n s t r i c t ly o n his 

o w n . 

Conflict and Cooperation 

We also k n o w t h a t p e r s o n a l f r e e d o m t o j u d g e t h e 

i m p o r t a n c e o f t h i n g s c a n l ead t o conf l ic t as we l l 

as t o v o l u n t a r y c o o p e r a t i o n . T h e r e are t h o s e w h o t h i n k 

it m o s t i m p o r t a n t t o ga in s o m e t h i n g for n o t h i n g , w h i c h 

leads t o conf l ic t , m a k i n g t h e p o w e r o f c o m p u l s i o n s e e m 

m o s t i m p o r t a n t . H e n c e , w e t e n d t o ra te n a t i o n a l defense , 

t h e m a i n t e n a n c e o f i n t e r n a l l a w a n d o rde r , a n d t h e 

a d m i n i s t r a t i o n o f j u s t i c e — t h e force o f g o v e r n m e n t — a s 

m o s t i m p o r t a n t . B u t t h e g o v e r n m e n t a l p o w e r t o s u p 

press p r i v a t e o u t b u r s t s o f v i o l e n c e , t h u s p r o t e c t i n g life 

a n d p r o p e r t y , is also a p o w e r capab le o f t a k i n g t h e lives 

a n d t h e p r o p e r t y o f i nd iv idua l s . A n d in t h e n a m e o f p r o 

m o t i n g t h e i r o w n specia l in te res t s , g r o u p s o f t en a d v o c a t e 

c o m p u l s o r y a c t i o n d e t r i m e n t a l t o t h e peace fu l a n d 

p r o p e r in teres ts o f o t h e r s . 

T h e r e i n lies t h e d a n g e r o f c o n c l u d i n g t h a t a n y o n e 

t h i n g is m o s t i m p o r t a n t — s o i m p o r t a n t t h a t fo rce a n d 

c o m p u l s i o n s e e m jus t i f i ed as a m e a n s t o t h a t e n d . C o e r 

cive m e a n s t e n d t o b e c o m e e n d s in t h e m s e l v e s , h a v i n g 

n o log ica l s t o p p i n g p l ace u n t i l all res is tance , all d e v i a 

t i o n , all c o m p e t i t i o n , all e x c h a n g e , all in i t ia t ive , all i n d i 

v i d u a l i t y is suppressed . @ 

When this article was first published in the July 1956 issue of 
T h e Freeman , Victor Jacobson taught English in senior high school at 
Anoka, Minnesota. 
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T h e Anatomy of Economic Advice 
P A R T I 

B Y I S R A E L M. K I R Z N E R 

A s is t h e case w i t h v i r t ua l ly all b r a n c h e s o f h u m a n 

k n o w l e d g e , e c o n o m i c k n o w l e d g e a n d u n d e r 

s t a n d i n g are v a l u e d n o t o n l y (or e v e n p r i m a r i 

ly) for t h e i r o w n sake, b u t for t h e i r usefulness i n p rac t i ca l 

t e r m s . T h e e n o r m o u s s u m s e x p e n d e d e a c h year o n e c o 

n o m i c r e s e a r c h a n d e c o n o m i c e d u c a t i o n c e r t a i n l y 

w o u l d n o t b e f o r t h c o m i n g if it w e r e n o t e x p e c t e d t h a t 

s u c h r e sea rch a n d e d u c a t i o n c o u l d h e l p p r o m o t e w i s e 

po l i c i e s l e a d i n g t o p r o s p e r i t y a n d e c o n o m i c w e l l - b e i n g . 

I n d e e d , t h e r e c a n b e n o d o u b t t h a t t h o s e a d v o c a t i n g 

f r e e - m a r k e t po l i c ies (in The Freeman o r e l s ewhe re ) d o so 

f i rmly c o n v i n c e d t h a t s u c h a d v o c a c y g r o w s na tu ra l ly o u t 

o f e c o n o m i c u n d e r s t a n d i n g . I c e r t a in ly share this c o n 

v i c t i o n . Yet t h e p a t h l e a d i n g f rom val id e c o n o m i c 

u n d e r s t a n d i n g t o s o u n d e c o n o m i c p o l i c y adv i ce is n o t 

s t r a igh t fo rward . T o p r o c e e d f r o m a n " i s " s t a t e m e n t t o 

a n " o u g h t " s t a t e m e n t is, i n all c o n t e x t s , f r augh t n o t o r i 

ous ly w i t h p h i l o s o p h i c a l haza rds . In t h e c o n t e x t o f e c o 

n o m i c s t h e s e d a n g e r s are c o m p o u n d e d f u r t h e r b y t h e 

sub t le t i es t h a t c o m p l i c a t e t h e sources o f e c o n o m i c 

u n d e r s t a n d i n g itself. 

O u r a t t e m p t t o clarify t h e basis i n e c o n o m i c s c i ence 

for va l id a n d useful e c o n o m i c adv i ce wi l l p r o c e e d as fo l 

l o w s . I n t h e p r e s e n t a r t ic le w e e l a b o r a t e o n t h e a p p a r e n t 

p a r a d o x i n v o l v e d i n o f fe r ing " s c i e n t i f i c " a d v i c e ( that is, 

a d v i c e s u p p o r t e d o r e v e n e n t a i l e d by sc ience) in t h e 

e c o n o m i c a rena . In t h e s e c o n d ar t ic le w e shall e x a m i n e 

t h e p h i l o s o p h i c a l f o u n d a t i o n s o f e c o n o m i c s c i ence itself 

( w i t h a specia l i n t e res t i n its p o t e n t i a l in r ega rd t o e c o 

n o m i c p o l i c y m a k i n g ) . I n t h e c o n c l u d i n g ar t ic le w e wi l l 

t r y t o d r a w t o g e t h e r o u r v a r i o u s ins ights a n d to f o r m u 

la te o u r c o n c l u s i o n s in r e g a r d t o t h e scientif ic val id i ty o f 

e c o n o m i c adv i ce . 

The "Science" and the "Art" of Political 
Economy: A Nineteenth-Century Dilemma 

Th e f o u n d i n g fa thers o f e c o n o m i c s , i n c l u d i n g , m o s t 

p r o m i n e n t l y , A d a m S m i t h , genera l ly saw t h e i r d i sc i 

p l i n e as c o n s t i t u t i n g w h a t c a m e t o b e cal led an " a r t " — 

t h a t is, a b o d y o f a d v i c e o n h o w t o a c h i e v e a 

w e l l - d e f m e d o b j e c t i v e — t h e e n h a n c e m e n t o f n a t i o n a l 

wealth. A l t h o u g h t h e t i t le o f A d a m Smi th ' s classic was An 

Inquiry into the Nature and Causes of the Wealth of Nations 

( sugges t ing it t o b e a d i s in te res t ed scientific inqu i ry , c o n 

c e r n e d n e i t h e r t o p r o m o t e i nc rea sed n a t i o n a l w e a l t h n o r 

t o p r e v e n t i t ) , S m i t h h i m s e l f has usua l ly b e e n seen to 

have c o n c e i v e d his sub jec t as an ar t ( se t t ing fo r th ways 

t o inc rease n a t i o n a l w e a l t h ) . 1 B u t t h o u g h t f u l e c o n o m i s t s 

o f t h a t p e r i o d h a d se r ious misg iv ings a b o u t s u c h an 

a p p r o a c h . 

S o m e o f t h e classical e c o n o m i s t s f o l l o w i n g S m i t h 

i n d e e d w r e s t l e d w i t h t h e re la t ion b e t w e e n a sc ience o f 

po l i t i ca l e c o n o m y a n d an ar t o f po l i t i ca l e c o n o m y . O n e 

s u c h e c o n o m i s t was R i c h a r d W h a t e l y , w h o was n o t o n l y 

a n e c o n o m i s t o f n o t e b u t also an A n g l i c a n a r chb i shop . 

H e felt t h e n e e d t o d e f e n d h i m s e l f i n r ega rd t o his i n t e r 

est i n t h e sc i ence o f w e a l t h (an in te res t his cr i t ics a p p a r 

en t l y t h o u g h t o f as u n b e c o m i n g a c l e r g y m a n ) . W h a t e l y 

p o i n t e d o u t (in a 1 8 3 1 l e c t u r e at O x f o r d ) t h a t t h e c o n 

c lus ions o f po l i t i ca l e c o n o m y can b e d e p l o y e d in p o l i 

cies d e s i g n e d t o reduce w e a l t h (if w e a l t h b e seen as 

m o r a l l y suspect)—-just as t h e y can b e u s e d to f o r m u l a t e 

po l ic ies for increasing w e a l t h ! 

Israel Kirzner is professor emeritus of economics at New York University 
and the author of many hooks about Austrian economics, among them, 
C o m p e t i t i o n and Ent repreneursh ip ; Percept ion, Oppor tun i ty , and 
Profit; and T h e M e a n i n g of the Marke t Process. This is the first of a 
three-part series. 
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T h e A n a t o m y o f E c o n o m i c A d v i c e 

A t o n e s tage in his a c a d e m i c ca r ee r N a s s a u Sen io r , 

o n e o f t h e m o s t p r o m i n e n t ear ly n i n e t e e n t h - c e n t u r y 

po l i t i ca l e c o n o m i s t s , flatly d e n i e d t h e v e r y poss ib i l i ty o f 

s u c h a n a r t . 2 A l t h o u g h S e n i o r la ter r e t r e a t e d f r o m this 

c a t e g o r i c a l p o s i t i o n , h e was n e v e r c o m p l e t e l y r e c o n c i l e d 

t o t h e idea o f po l i t i ca l e c o n o m y as a n ar t . I n his 1 8 6 0 

p r e s i d e n t i a l a d d r e s s t o T h e S e c t i o n o f E c o n o m i c 

S c i e n c e a n d Statist ics (of t h e B r i t i s h A s s o c i a t i o n ) , a l m o s t 

a q u a r t e r c e n t u r y after his den i a l o f t h e poss ib i l i ty o f 

a n a r t o f po l i t i ca l e c o n o m y , S e n i o r ins is ted t h a t t h e 

po l i t i ca l e c o n o m i s t is c o n c e r n e d o n l y 

w i t h t h e p r o d u c t i o n o r d i s t r i b u t i o n 

o f w e a l t h — r e g a r d l e s s o f w h e t h e r 

" w e a l t h b e a g o o d o r a n evil ." H e 

c lear ly b e l i e v e d tha t , qua e c o n o m i s t , 

t h e e c o n o m i s t has n o bus iness offer

i n g adv ice . " W h e n e v e r h e gives a pre

cept, w h e n e v e r h e advises his r e a d e r t o 

d o a n y t h i n g , o r t o abs ta in f r o m d o i n g 

a n y t h i n g , h e w a n d e r s f r o m s c i e n c e 

i n t o ar t . . . ." 3 

As t h e n i n e t e e n t h c e n t u r y w o r e 

o n , S e n i o r ' s q u a l m s c a m e t o b e 

i g n o r e d . Pa r t i cu l a r l y o n t h e C o n t i 

n e n t , e c o n o m i s t s p a i d scan t h e e d t o 

Sen io r ' s a d m o n i t i o n s . T h e G e r m a n 

H i s t o r i c a l S c h o o l ( w h i c h d o m i n a t e d 

c o n t i n e n t a l e c o n o m i c s d u r i n g t h e 

c los ing d e c a d e s o f t h e c e n t u r y ) m a d e 

n o a t t e m p t w h a t e v e r t o sepa ra te t h e i r 

subs tan t ive e c o n o m i c s f r o m a d v o c a c y 

o n b e h a l f o f specific socia l p r o g r a m s . 

F o r t h e m it was p rec i se ly th is a d v o c a 

cy t h a t gave e c o n o m i c s its i m p o r t a n c e 

as a b r a n c h o f k n o w l e d g e . J o s e p h 

S c h u m p e t e r c i t e d t h e t e s t i m o n y o f a s t u d e n t i n a class 

t a u g h t b y a p r o m i n e n t l e a d e r o f t h e S c h o o l , t o t h e effect 

t h a t t h e m o o d i n t h e c l a s s r o o m r e s e m b l e d t h a t o f a n 

e l e c t i o n rally. 

It was t h e g rea t soc io log i s t M a x W e b e r w h o r e c o g 

n i z e d t h e d a n g e r t o t h e r e p u t a t i o n o f e c o n o m i c s as a n 

ob j ec t i ve s c i e n c e t h a t was p o s e d b y s u c h a p o l i t i c i z e d 

a t t i t u d e . H e m a i n t a i n e d t h a t t h e scient if ic c h a r a c t e r o f 

any social s c i e n c e requires t h a t it b e m e t i c u l o u s l y i m p a r 

tial as b e t w e e n dif ferent j u d g m e n t s o f va lue . T h i s r an 

The founding fathers 
of economics, 
including, most 
prominently, Adam 
Smith, generally saw 
their discipline as 
constituting what 
came to be called an 
"art"—that is, a body 

c o u n t e r t o t h e d o m i n a n t p e r s p e c t i v e in G e r m a n e c o 

n o m i c s . A t a m e e t i n g o f G e r m a n - l a n g u a g e social s c i e n 

tists h e l d in 1 9 0 7 , W e b e r ' s p o s i t i o n was t h e sub jec t o f 

b i t t e r d i s a g r e e m e n t . W e b e r ins is ted t h a t scientis ts w h o 

d i sag ree sha rp ly o n m o r a l p r i o r i t i e s s h o u l d , de sp i t e th is , 

b e able , at least i n p r i n c i p l e , t o a g r e e o n t h e pos i t ive 

p r o p o s i t i o n s o f t h e i r d i sc ip l ine . W e shall r e t u r n v e r y s o o n 

t o c o m m e n t f u r t h e r o n th is W e b e r i a n d o c t r i n e o f wert-

freiheit ( f r e e d o m f r o m v a l u e j u d g m e n t s ) . 4 

The Twentieth Century: The 
Economics of Welfare 

B 

of advice on how to 
achieve a well-
defined objective— 
the enhancement of 
national wealth. 

y t h e e n d o f t h e n i n e t e e n t h c e n t u 

ry, m a i n s t r e a m e c o n o m i c t heo r i s t s 

n o l o n g e r saw t h e i r d i sc ip l ine as c o n 

c e r n e d w i t h m a t e r i a l w e a l t h . In s t ead 

t h e y focused o n t h e sub jec t ive sense o f 

w e l l - b e i n g t h a t h u m a n b e i n g s h o p e t o 

d e r i v e f rom t h e i r w e a l t h a n d f r o m t h e i r 

e c o n o m i c ac t iv i t i e s . T h i s l e d t h e m 

(par t i cu la r ly in E n g l a n d ) t o see e c o 

n o m i c s as p r i m a r i l y c o n c e r n e d w i t h 

"we l fa re . " V e r y s o o n t h e y w e r e s p e a k 

i n g o f t h e " e c o n o m i c s o f w e l f a r e " ( the 

n e w t i t le o f A . C . P i g o u ' s 1 9 2 0 b o o k , 

i tself t h e s e c o n d e d i t i o n o f a 1 9 1 2 

b o o k t i t l ed Wealth and Welfare).To t h i n k 

o f e c o n o m i c s as t h e s c i e n c e able t o 

promote e c o n o m i c we l fa re s e e m e d an 

i n n o c u o u s smal l s tep. T h u s for m u c h o f 

t h e first ha l f o f t h e t w e n t i e t h c e n t u r y it 

was t a k e n a l m o s t for g r a n t e d t h a t t h e 

e c o n o m i s t is t h e e x p e r t w h o f o r m u 

lates po l i c ies t o b e i m p l e m e n t e d in 

o r d e r t o p r o m o t e a g g r e g a t e e c o n o m i c 

wel fa re . It s e e m e d t o b e o b v i o u s t h a t e c o n o m i s t s h a d t h e 

profess iona l d u t y o f a d v o c a t i n g po l ic ies t h e y b e l i e v e d 

w o u l d , scientifically, e n h a n c e social w e l l - b e i n g . A n d 

e v e n e c o n o m i s t s s q u e a m i s h a b o u t t h e p h i l o s o p h i c a l 

c o h e r e n c y o f a n y n o t i o n o f a g g r e g a t e w e l l - b e i n g w e r e 

able t o dev i se m o r e carefully f o r m u l a t e d ve r s ions o f w e l 

fare e c o n o m i c s b y r e f e r e n c e t o " P a r e t o o p t i m a l i t y " o r 

s imi lar s o p h i s t i c a t e d c o n s t r u c t i o n s . 

It was d u r i n g th is p e r i o d t h a t e c o n o m i s t s b e g a n t o 

find a m p l e e m p l o y m e n t o p p o r t u n i t i e s i n g o v e r n m e n t . 
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I s r a e l M . K i r z n e r 

As t h e t i d e o f p u b l i c o p i n i o n t u r n e d ( d u r i n g t h e s e c o n d 

q u a r t e r o f t h e c e n t u r y ) decis ively in favor o f massive 

g o v e r n m e n t i n t e r v e n t i o n in t h e m a r k e t e c o n o m y , e c o n 

omis t s i nc reas ing ly saw t h e i r d i sc ip l ine as capab le o f 

g e n e r a t i n g v e r y de f in i t e po l i c i e s for e n l i g h t e n e d g o v e r n 

m e n t s t o follow. E c o n o m i s t s w e r e p l a c i n g t h e i r s c i ence 

(pa r t i cu la r ly t h e b r a n c h t h a t m a d e u p "we l f a re e c o n o m 

ics") at t h e se rv i ce o f po l i t i ca l pa r t i e s . I nev i t ab ly this 

t e n d e d t o raise t h o s e s a m e g n a w i n g q u e s t i o n s c o n c e r n 

i n g t h e o b j e c t i v i t y a n d i m p a r t i a l i t y o f t h a t s c i ence w h i c h 

h a d so t r o u b l e d M a x W e b e r . M o r e a n d m o r e , it s e e m e d , 

any po l i t i ca l p r o g r a m , any p r o p o s a l for e c o n o m i c legis la

t i o n , c o u l d f ind e c o n o m i s t s p r e p a r e d t o p r e s e n t a " s c i e n 

t i f ic" case i n its s u p p o r t . 

Mises and Wertfreiheit 

Lu d w i g v o n M i s e s , t h e t o w e r i n g 

A u s t r i a n S c h o o l e c o n o m i s t o f t h e 

t w e n t i e t h c e n t u r y , w a s a n a r d e n t 

c h a m p i o n o f W e b e r ' s wertfreiheit p r i n 

c ip le for all social s c i ences , a n d p a r t i c 

u lar ly for e c o n o m i c s . 5 H e b e l i e v e d 

t h a t t h e o b j e c t i v i t y o f t h e s c i e n c e 

r equ i r e s n o t h i n g less t h a n its c o m p l e t e 

d e t a c h m e n t f r o m t h e p e r s o n a l p r e f e r 

e n c e s a n d v a l u e j u d g m e n t s o f its 

p r a c t i t i o n e r s . I m p l i c i t i n W e b e r ' s wert

freiheit p r i n c i p l e is t h e c o n v i c t i o n t h a t 

it is, at least i n p r i n c i p l e , possible for t h e 

e c o n o m i s t t o p u r s u e his s c i e n c e in 

d e t a c h m e n t f r o m his o w n p e r s o n a l j u d g m e n t s o f va lue . 

I n fact, h o w e v e r , s o m e t w e n t i e t h - c e n t u r y p h i l o s o p h e r s 

h a v e c h a l l e n g e d (and d o still cha l l enge ) this , m a i n t a i n 

i n g t h a t it is a n i l lus ion t o be l i eve t h a t o n e c a n suppress 

one ' s v a l u e j u d g m e n t s w h i l e e n g a g i n g in one ' s s c i ence . 

Inevi tably , t h e y a r g u e , one ' s s c i ence reflects one ' s m o r a l 

p r e s u p p o s i t i o n s . M i s e s m a y h a v e a g r e e d t h a t t o m a i n t a i n 

s u c h d e t a c h m e n t m a y b e d i f f i c u l t — b u t h e w o u l d have 

e m p h a t i c a l l y r e j e c t e d c la ims t h a t it is imposs ib l e . It is t h e 

scientist 's o b l i g a t i o n t o t h e r e p u t a t i o n a n d i n t e g r i t y o f 

his s c i ence , Mise s w o u l d h a v e insis ted, t h a t h e insu la te 

his scient if ic w o r k f r o m any h i n t o f " c o n t a m i n a t i o n " 

a r i s i n g f r o m p e r s o n a l p r e d i l e c t i o n s . T h e m e d i c a l 

r e s e a r c h e r e x p l o r i n g t h e l inks b e t w e e n c iga re t t e s m o k 

i n g a n d c a n c e r m u s t p u r s u e his l a b o r a t o r y t e s t i ng a n d his 

It was the great 
sociologist Max 
Weber who recog
nized the danger for 
the reputation of 
economics as an 
objective science that 
was posed by such a 
politicized attitude. 

statistical analysis w i t h o u t t h a t research b e i n g affected in 

a n y w a y by his o w n p r e f e r e n c e for s m o k i n g o r his o w n 

fears c o n c e r n i n g t h e disease. So t o o m u s t t h e e c o n o 

mist 's analysis o f m a r k e t s , o f r e g u l a t i o n , a n d t h e i r c o n s e 

q u e n c e s b e u t t e r l y i n d e p e n d e n t o f his o w n m o r a l 

o p i n i o n s c o n c e r n i n g l iberty, t h e i n e q u a l i t y o f i n c o m e s , 

o r w h a t e v e r . 

Mises 's p o s i t i o n offers a fasc inat ing i l lus t ra t ion o f t h e 

a m b i g u i t i e s a n d c o m p l e x i t i e s i nvo lved in t h e wertfreiheit 

p r i n c i p l e . G u n n a r M y r d a l was a p r o m i n e n t t w e n t i e t h -

c e n t u r y S w e d i s h social scient is t . (His pos i t i ons o n e c o 

n o m i c p o l i c y w e r e so u t t e r l y at o d d s w i t h t h o s e o f 

Mises , t h a t w h e n , in 1 9 7 4 , M y r d a l a n d F. A . H a y e k w e r e 

j o i n t r ec ip ien t s o f t h e N o b e l P r i z e in 

e c o n o m i c s , it was w i d e l y u n d e r s t o o d 

tha t t he se c h o i c e s r e p r e s e n t e d a k i n d 

o f i d e o l o g i c a l b a l a n c i n g ac t , w i t h 

Hayek ' s a p p r o v i n g v i e w s o n free m a r 

ke t s b e i n g c o u n t e r b a l a n c e d b y 

Myrda l ' s a d v o c a c y o f c o m p r e h e n s i v e 

g o v e r n m e n t c o n t r o l o f t h e e c o n o m y . ) 

I n 1 9 3 0 M y r d a l p u b l i s h e d a G e r m a n -

l a n g u a g e b o o k tha t e x a m i n e d t h e h i s 

t o r y o f e c o n o m i c s a n d c o n c l u d e d tha t 

m o s t o f t h e l e a d i n g e c o n o m i s t s d u r i n g 

tha t h i s t o r y h a d in j ec t ed pol i t ica l p r e 

suppos i t i ons a n d ideals i n t o w h a t t h e y 

p r e s e n t e d as scientific inves t iga t ions . 

T h i s b o o k was t rans la ted i n t o Eng l i sh 

in 1 9 5 5 . F r i t z M a c h l u p (h imse l f a n 

e m i n e n t A u s t r i a n - t r a i n e d t w e n t i e t h - c e n t u r y e c o n o m i s t 

w h o h a d b e e n a p u p i l o f L u d w i g v o n Mises a n d w h o 

t r e a t e d Mise s at a p e r s o n a l level w i t h e x e m p l a r y loyalty) 

w r o t e a r e v i e w o f this p u b l i s h e d t rans la t ion . M a c h l u p 

d r e w a t t e n t i o n t o Myrda l ' s d e c l a r a t i o n tha t (un l ike t h e 

o t h e r schoo l s o f e c o n o m i c t h o u g h t ) t h e A u s t r i a n S c h o o l 

o f e c o n o m i c s was not gu i l ty o f i n j e c t i n g pol i t ica l ideals 

i n t o t h e i r scientif ic w o r k . M a c h l u p f o u n d this a p p r o v i n g 

j u d g m e n t su rp r i s ing . " H o w d i d t h e a n t i - i n t e r v e n t i o n i s t 

w r i t i n g s o f t h e A u s t r i a n v o n Mises escape Myrda l ' s 

a t t e n t i o n ? " h e asked. A p p a r e n t l y M a c h l u p was n o t able 

t o r e c o n c i l e Mises 's s ta ted ins i s tence o n wertfreiheit a n d 

d e t a c h m e n t f rom i d e o l o g i c a l p r e - c o m m i t m e n t s w i t h 

Mises 's e l o q u e n t w r i t i n g s in favor o f laissez faire a n d t h e 

f r e e - m a r k e t e c o n o m y . 
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T h e A n a t o m y o f E c o n o m i c A d v i c e 

I n fact a r e a d e r o f Mises 's w o r k c a n n o t fail t o sense a 

p a r a d o x s u r r o u n d i n g t h e passion w i t h w h i c h M i s e s 

w r o t e his e c o n o m i c s . B y t h e t i m e w e r e a c h t h e t h i r d 

p a r t o f th is ser ies , w e shall h o p e f u l l y h a v e r e so lved this 

p a r a d o x . H e r e w e shall m e r e l y iden t i fy it a n d re la te it t o 

t h e b r o a d e r c h a l l e n g e o f e x t r a c t i n g useful advice f r o m 

wertfrei e c o n o m i c sc i ence . 

Ludwig von Mises and 
the Importance of Economics 

Mises w a s , as w e h a v e seen , c o n v i n c e d t h a t e c o 

n o m i c s m u s t b e p u r s u e d d i spas s iona t e ly—as a 

wertfrei d i s c i p l i n e — b u t h e w r o t e w i t h 

w h i t e - h o t pass ion a b o u t t h e d a n g e r s 

t h a t face m a n k i n d s h o u l d it i g n o r e t h e 

t r u t h s w h i c h a c a d e m i c s c i e n c e reveals . 

H e c o n c l u d e d h is m a g n u m o p u s , 

Human Action, w i t h t h e f o l l o w i n g sear 

i n g s e n t e n c e s : " T h e b o d y o f e c o n o m 

ic k n o w l e d g e is a n essent ia l e l e m e n t in 

t h e s t r u c t u r e o f h u m a n c iv i l i za t ion ; it 

is t h e f o u n d a t i o n u p o n w h i c h m o d e r n 

i n d u s t r i a l i s m a n d all t h e m o r a l , i n t e l 

l e c tua l a n d t h e r a p e u t i c a c h i e v e m e n t s 

o f t h e last c e n t u r i e s have b e e n bu i l t . It 

rests w i t h m e n w h e t h e r t h e y wi l l 

m a k e p r o p e r u se o f t h e r i c h t r easure 

w i t h w h i c h this k n o w l e d g e p r o v i d e s 

t h e m o r w h e t h e r t h e y wi l l leave it 

u n u s e d . B u t if t h e y fail t o t ake t h e bes t 

a d v a n t a g e o f it a n d d i s regard its t e a c h 

ings a n d w a r n i n g s , t h e y wi l l n o t a n n u l 

e c o n o m i c s ; t h e y wi l l s t a m p o u t s o c i e 

ty a n d t h e h u m a n r ace . " 6 

It is th is pas s iona t e c o n v i c t i o n o n t h e u t t e r i m p o r 

t a n c e o f t h e t e a c h i n g s o f e c o n o m i c s c i e n c e t h a t a c c o u n t s 

for t h e a t t e n t i o n w h i c h M i s e s p a i d t o t h e p h i l o s o p h i c a l 

s tatus o f t h o s e t e a c h i n g s . Mise s b e l i e v e d t h a t t h e e n e m i e s 

o f t h e free soc i e ty c a n m a i n t a i n t h e i r a d v o c a c y o f c e n 

tral p l a n n i n g a n d mass ive g o v e r n m e n t i n t e r v e n t i o n in 

(or r e p l a c e m e n t of) t h e m a r k e t e c o n o m y o n l y b y i g n o r 

i n g o r d e n i g r a t i n g e c o n o m i c sc i ence . H e saw all t h e 

a t t e m p t s t o q u e s t i o n t h e va l id i ty o f t h e f o u n d a t i o n a l 

p r o p o s i t i o n s o f e c o n o m i c s as d r i v e n b y t h e u l t e r i o r 

As the tide of public 
opinion turned 
decisively in favor of 
massive government 
intervention in the 
market economy, 
economists increas
ingly saw their 
discipline as capable 
of generating definite 
policies for enlight
ened governments 
to follow 

B e c a u s e M i s e s b e l i e v e d t h a t o n l y laissez-faire po l ic ies 

c a n sus ta in m o d e r n c iv i l i za t ion , h e felt d r i v e n to clarify 

a n d d e f e n d t h e p h i l o s o p h i c a l f o u n d a t i o n s o f w h a t h e 

cal led " m o d e r n e c o n o m i c s . " (For M i s e s , m o d e r n e c o 

n o m i c s was t h e b o d y o f e c o n o m i c t e a c h i n g s r o o t e d in 

t h e classical e c o n o m i c s o f A d a m S m i t h a n d his f o l l o w 

ers , as r e f ined a n d r e f o r m u l a t e d b y t h e so -ca l l ed n e o 

classical e c o n o m i s t s , i n c l u d i n g especia l ly t h e f o u n d e r o f 

t h e A u s t r i a n S c h o o l , C a r l M e n g e r a n d his fo l lowers , 

a m o n g w h o m was Mises ' s o w n t e ache r , t h e e m i n e n t 

E u g e n v o n B o h m - B a w e r k ) . 

Mises 's c lar i f ica t ions o f t h e f o u n d a t i o n s o f neoc l a s s i -

cal e c o n o m i c t h e o r y i n c l u d e d , i n p a r 

t icular , his de fense o f e c o n o m i c s f r o m 

t h e M a r x i s t c h a r g e t h a t c o n v e n t i o n a l 

e c o n o m i s t s are m e r e l y t h e lackeys o f 

Wal l S t ree t , a d v o c a t i n g free m a r k e t s 

o n l y in o r d e r t o se rve t h e i r capital is t 

p a y m a s t e r s . M i s e s saw c lear ly t ha t , 

un less e c o n o m i s t s p u r g e d t h e i r s c i ence 

o f a n y t a in t o f p e r s o n a l bias ( that is, as 

e x p r e s s i n g p e r s o n a l j u d g m e n t s o f 

va lue ) , t h e i r t e a c h i n g s w o u l d b e v u l 

n e r a b l e t o s u c h dismissal . P rec i se ly 

b e c a u s e h e saw free m a r k e t s as t h e 

e s sen t i a l p r e r e q u i s i t e fo r c i v i l i z e d , 

p r o s p e r o u s society, a n d b e c a u s e h e 

b e l i e v e d t h a t d i s i n t e r e s t ed e c o n o m i c 

analys is d e f i n i t i v e l y s u p p o r t e d th i s 

v iew, M i s e s was t e r r i f i ed b y t h e pos s i 

b i l i ty t h a t e c o n o m i c s c i e n c e was t o b e 

d i s m i s s e d as n o t h i n g b u t capi ta l i s t 

p r o p a g a n d a . F r i t z M a c h l u p saw Mises 's 

a d v o c a c y o f laissez faire (his " a n t i -

i n t e r v e n t i o n i s t " w r i t i n g s ) as a n e x a m p l e o f p rec i se ly tha t 

d e p a r t u r e f r o m i m p a r t i a l i t y in t h e p u r s u i t o f e c o n o m i c 

sc i ence , for w h i c h M y r d a l h a d i n d i c t e d so m a n y e c o n o 

mis ts (bu t for w h i c h h a d d e c l a r e d t h e A u s t r i a n S c h o o l , 

i n g e n e r a l , as h a v i n g b e e n not gu i l ty ) . W e shall r e t u r n , i n 

t h e t h i r d essay in th is m i n i - s e r i e s , t o e x a m i n e t h e va l id 

i ty o f M a c h l u p ' s c h a r g e . 

M o s t e c o n o m i s t s o f t h e p o s t w a r p e r i o d d i d n o t pay 

m u c h a t t e n t i o n t o t h e s e c o n c e r n s . It is t r u e t h a t M i l t o n 

F r i e d m a n , o n e o f t h e l e a d i n g schola rs o f t h e e m i n e n t 

m o t i v e o f d i s c r e d i t i n g laissez-faire e c o n o m i c pol icy . C h i c a g o S c h o o l , a d v o c a t e d (in a n in f luen t ia l 1 9 5 3 essay) 
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I s r a e l M . K i r z n e r 

w h a t h e ca l led "pos i t i ve e c o n o m i c s " (in w h i c h e c o n o m 

ic p r o p o s i t i o n s c o u l d b e es tab l i shed t h a t m i g h t c o m 

m a n d t h e assent o f schola rs regardless o f t h e i r p e r s o n a l 

p r e d i l e c t i o n s ) . B u t th is c a m e t o b e v i e w e d p r i m a r i l y as 

a n exerc i se in m e t h o d o l o g y , p r e s e n t i n g t h e case for t r e a t 

i n g e c o n o m i c s as a s t r ic t ly e m p i r i c a l (as o p p o s e d t o a log

ical) d i sc ip l ine ( r a the r t h a n as a case for wertfreiheit). 

F r o m t i m e t o t i m e m o r e s e r i ous a t t e n t i o n was d e v o t 

e d t o t h e wertfreiheit issue. T h u s a l e a d i n g h i s t o r i a n o f 

t h o u g h t , T e r e n c e W. H u t c h i s o n ( w h o was , as it h a p p e n s , 

a s cho l a r i n t h e m e t h o d o l o g y o f e c o n o m i c s w h o h a d 

b i t t e r l y c r i t i c i z ed Mises ' s o w n m e t h o d o l o g i c a l w r i t i n g s ) , 

w r o t e a b o o k o n t h e sub jec t . B u t f e w o t h e r e c o n o m i s t s 

gave m u c h t h o u g h t t o t h e d a n g e r s t o t h e i r i m p a r t i a l i t y 

(or t o t h e i r p e r c e i v e d impar t i a l i t y ) t ha t m a y l u r k in t h e i r 

p o l i c y p r o n o u n c e m e n t s . A n d s o m e e c o n o m i s t s o t h e r 

w i s e d e e p l y i n f l u e n c e d b y t h e A u s t r i a n S c h o o l , a n d 

M i s e s in pa r t i cu la r , e x p r e s s e d s t r o n g r e se rva t ions agains t 

t h e wertfreiheit d o c t r i n e . T h u s M u r r a y R o t h b a r d , a l e a d 

i n g d isc ip le o f M i s e s , a r g u e d for t h e exp l ic i t a r t i c u l a t i o n 

o f t h e e th i ca l p r i n c i p l e s o n t h e p a r t o f t h e e c o n o m i c sc i 

en t i s t o f f e r ing p o l i c y adv ice . 

R e c e n t l y a n o t e d e x p o n e n t o f f r e e - m a r k e t e c o n o m 

ic p o l i c y m a k i n g , D a n i e l B . K l e i n , ca l led o n e c o n o m i s t s 

t o d e p l o y t h e i r s c i e n c e t o m o d i f y t h e p o l i t i c a l - e c o n o m 

ic c h o i c e s o f t h e p u b l i c . 7 K l e i n c o n t e n d e d t h a t e c o n o 

mis ts w h o t h e m s e l v e s va lue t h e free soc ie ty have a m o r a l 

obligation t o h e l p m o l d p u b l i c o p i n i o n t o w a r d a n a p p r e 

c i a t i o n for l iber ty . E c o n o m i s t s are i n a u n i q u e p o s i t i o n 

t o d o this b e c a u s e t h e y en joy a r e s p e c t e d profess ional 

r e p u t a t i o n . I n s t ead o f s p e n d i n g t h e i r t i m e t a l k i n g t o e a c h 

o t h e r i n t h e l a n g u a g e o f abs t rac t m a t h e m a t i c a l m o d e l s , 

e c o n o m i s t s o u g h t t o b e e n g a g i n g in " p u b l i c d i scour se , " 

t a l k i n g t o E v e r y m a n a b o u t issues o f p rac t i ca l p u b l i c p o l 

icy. K l e i n su rveys a s w a t h o f l i t e r a tu re in w h i c h e c o n o 

mis t s , b o t h a d v a n c e d scholars a n d f rus t ra ted g r a d u a t e 

s t u d e n t s , b e m o a n t h e i r r e l e v a n c e o f t h e a c a d e m i c w o r k 

b e i n g d o n e b y t h e e c o n o m i c s p rofess ion . H e finds t h e 

p ro fes s ion l o c k e d i n t o a m i n d s e t i n w h i c h it is i n t h e 

r a t i ona l p rofess iona l in t e res t o f t h e i n d i v i d u a l e c o n o m i s t 

t o avoid add re s s ing E v e r y m a n o n realistic issues, f o c u s i n g 

i n s t e a d o n t h e abs t rac t m o d e l s u p o n w h i c h profess iona l 

r e p u t e a n d r ewards (perverse ly) d e p e n d . I n u r g i n g t h e 

e c o n o m i s t t o tel l E v e r y m a n w h a t is g o o d for h i m , K l e i n 

is c lear ly u r g i n g t h e e c o n o m i s t t o see his profess iona l 

respons ib i l i ty as e x t e n d i n g b e y o n d t h e s tr ic t ly pos i t ive . 

T h e e c o n o m i s t m u s t n o t o n l y — o r e v e n p r i m a r i l y — 

c o n c e r n h i m s e l f w i t h t h e u n d e r s t a n d i n g a n d p r e d i c t i o n 

o f cha ins o f e c o n o m i c cause a n d effect; h e m u s t also 

d e p l o y tha t u n d e r s t a n d i n g to advise (and e v e n t o e x h o r t ) 

t h e m a n in t h e s t reet as t o w h a t are his bes t (and wors t ! ) 

cour ses o f a c t i o n . 

Castigated Economists 
I n u r g i n g t h e e c o n o m i s t t o tell t h e pub l i c w h a t e c o 

n o m i c s c i ence sees as g o o d for t h e m , K l e i n was e x p l i c 

i t ly r ebe l l i ng against t h e p o s i t i o n t a k e n by G e o r g e J. 

Stigler, t h e N o b e l - l a u r e a t e C h i c a g o S c h o o l e c o n o m i s t . 

I n 1 9 8 2 St igler p u b l i s h e d a b o o k in w h i c h h e cas t igated 

e c o n o m i s t s ( from A d a m S m i t h t o Stigler 's o w n t ime) for 

d o i n g prec ise ly w h a t K l e i n w i s h e d t h e m to d o (that is, 

t o tell t h e p u b l i c w h a t is g o o d for t h e m ) . St igler s t r o n g 

ly p r o t e s t e d against e c o n o m i s t s b e i n g " p r e a c h e r s " ( t reat 

i n g t h e p u b l i c as m i s t a k e n , p e r v e r s e c h i l d r e n w h o s e 

b e h a v i o r c an b e i m p r o v e d if t h e y are p r o p e r l y i n s t r u c t 

e d t h r o u g h a p p r o p r i a t e m o r a l suas ion) . 

F o r S t ig le r t h e e c o n o m i s t s h o u l d ref ra in f r o m 

" p r e a c h i n g " n o t b e c a u s e o f any c o n c e r n s tha t s u c h 

p r e a c h i n g viola tes t h e i r scientific ob jec t iv i ty a n d m o r a l 

neut ra l i ty . R a t h e r St igler d e n o u n c e d s u c h p r e a c h i n g 

b e c a u s e t o p r e a c h e c o n o m i c po l i cy is t o b e l i e v e — q u i t e 

mis takenly , in Stigler 's o p i n i o n — t h a t t h e e c o n o m i s t 

k n o w s w h a t is e c o n o m i c a l l y g o o d for t h e p u b l i c b e t t e r 

t h a n t h e p u b l i c i tself k n o w s . St igler car r ies t h e a s s u m p 

t i o n o f pe r fec t k n o w l e d g e ( w h i c h has n o t o r i o u s l y c h a r 

a c t e r i z e d m a n y o f t h e m o d e l s c o n s t r u c t e d b y e c o n o m i c 

theo r i s t s i n o r d e r t o a c c o u n t for r e a l - w o r l d facts) t o a 

cons i s t en t , b u t e x t r e m e , d e g r e e . H e assumes , i n effect, 

t h a t all t ha t e c o n o m i c s m i g h t b e able t o t e a c h is already 

known t o t h e p u b l i c a n d t o its pol i t ica l a g e n t s . T h e e c o n 

o m i s t m a y t h i n k t h e o u t c o m e t o b e e x p e c t e d f rom a 

g i v e n p o l i c y t o b e undes i r ab le , b u t if t h e p u b l i c a d o p t s 

tha t p o l i c y this p roves t h a t t h e p u b l i c i n fact desires t ha t 

v e r y o u t c o m e . T h e e c o n o m i s t w h o d e n o u n c e s tha t p o l 

icy as " w r o n g " is s imp ly revea l ing tha t h e has a set o f 

ob jec t ives different f r o m t h o s e tha t are in fact b e i n g p u r 

s u e d b y t h e pub l i c . 

C e r t a i n l y t h e h i s to ry o f e c o n o m i c s reveals little u n a 

n i m i t y a m o n g e c o n o m i s t s c o n c e r n i n g t h e possibi l i ty a n d 

t h e usefulness o f t h e wertfreiheit p r i nc ip l e . T h e pres t ige 
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associa ted w i t h t h e t e ach ings o f e c o n o m i c sc ience , a n d 

t h e i m p o r t a n c e t h a t e d u c a t e d p u b l i c o p i n i o n a t t aches t o 

t h e m , have w a x e d a n d w a n e d d u r i n g t h a t h is tory . T h e 

v i e w s o f e c o n o m i s t s t hemse lves as t o w h e t h e r o r n o t t h e y 

have a n o b l i g a t i o n t o e n l i g h t e n t h e p u b l i c o n e c o n o m i c 

p o l i c y have v a r i e d wide ly . It is against this r a t h e r c o n f u s 

i n g b a c k g r o u n d t h a t w e shall t r y t o clarify t h e l e g i t i m a 

cy o f ("scient i f ic") advice t o t h e p u b l i c b y e c o n o m i s t s . 

From "Is" to "Ought" 

In t h e s e c o n d o f this ser ies w e shall r e v i e w t h e f o u n 

d a t i o n s o f t h e s t r ic t ly pos i t ive lessons t a u g h t b y e c o 

n o m i c sc i ence . T h a t is, w e shall br ie f ly set f o r t h t h e 

n a t u r e o f t h e e c o n o m i c r e a s o n i n g t h a t establ ishes t h e 

e x i s t e n c e o f cha in s o f cause a n d effect i n t h e e c o n o m i c 

s p h e r e . I n this r ega rd w e shall fo l low t h e A u s t r i a n t r a d i 

t i o n i n e c o n o m i c r e a s o n i n g , pa r t i cu l a r l y as d e v e l o p e d i n 

t h e r e l evan t w r i t i n g s o f t h e t w e n t i e t h - c e n t u r y l eade r s o f 

t h a t t r a d i t i o n , M i s e s a n d F.A. H a y e k . W h a t wi l l e m e r g e 

f r o m this e x a m i n a t i o n is i n s igh t i n t o t h e p o w e r f u l m a r 

ke t t e n d e n c y t o sys temat ica l ly t rans la te c o n s u m e r s ' r a n k 

ings o f n e e d s , a n d phys ica l r e s o u r c e cons t r a in t s , i n t o 

c o r r e s p o n d i n g p a t t e r n s o f r e s o u r c e a l l oca t i on . T h i s sys

t e m a t i c t r ans l a t ion , w e shall see, fo l lows f r o m t h e p u r -

p o s e f u l n e s s o f h u m a n a c t i o n , t h e e n t r e p r e n e u r i a l 

p r o p e n s i t y o f h u m a n b e i n g s t o d i scover w h a t is o f i n t e r 

est t o t h e m , a n d f r o m t h e i n f o r m a t i o n - c o m m u n i c a t i n g 

capabi l i t ies o f t h e m a r k e t p r i c e sys t em. T h i s w i l l l e ad us 

d i rec t ly t o t h e t h i r d a n d final p a r t o f th is ser ies . 

I n t h a t t h i r d a r t ic le w e shall e x a m i n e w h a t i m p l i c a -

T h e A n a t o m y o f E c o n o m i c A d v i c e 

t i ons this A u s t r i a n p e r s p e c t i v e h o l d s for t h e poss ib i l i ty o f 

o f fe r ing i m p a r t i a l a d v i c e o n p u b l i c - p o l i c y issues, s u c h 

t h a t t h e a d v i c e d o e s not reflect a n y p e r s o n a l o r i d e o l o g 

ical p r e f e r e n c e s o f t h e e c o n o m i s t o f fe r ing it. O n l y if this 

poss ib i l i ty exists c a n t h e d o c t r i n e o f wertfreiheit b e 

u p h e l d cons i s t en t l y b y t h e p o l i c y adviser ; o n l y if this 

poss ib i l i ty exists c a n t h e ob j ec t i v i t y a n d i m p a r t i a l i t y o f 

t h e adv i s ing e c o n o m i s t s b e p r e s e r v e d ; o n l y if this p o s s i 

b i l i ty exists c a n w e h o p e t o u p h o l d t h e scient if ic r e p u t e 

o f e c o n o m i c s . O u r c o n c l u s i o n s in r e g a r d t o t h e s e q u e s 

t i ons w i l l e n a b l e us t o clarify s o m e o f t h e p a r a d o x e s w e 

have e n c o u n t e r e d in t h e p r e s e n t ar t ic le . T h e y wi l l p r o 

v i d e us , i n pa r t i cu la r , w i t h a n u n d e r s t a n d i n g o f h o w t h e 

t e a c h i n g s o f f r e e - m a r k e t e c o n o m i s t s n e e d n o t c o m p r o 

m i s e t h e i r o b j e c t i v i t y a n d i m p a r t i a l i t y , a n d may , 

n o n e t h e l e s s , b e p r e s e n t e d w i t h pa s s iona t e c o n v i c t i o n 

a n d d e d i c a t e d advocacy . (^) 

1. See for example J .N . Keynes, The Scope and Method of Political 
Economy (1st ed., 1891) 4 th ed. (London , 1930), p. 39n . 

2. O n this see Mar i an Bowley, Nassau Senior and Classical Eco
nomics (London: G e o r g e Allen and U n w i n , 1937), p. 54. 

3. See the text o f this presidential address in R . L . Smyth , ed., 
Essays in Economic Method (London: D u c k w o r t h , 1962), p. 2 1 . 

4. For a m o r e detailed discussion of the wertfreiheit pr inciple , see 
Israel M . Kirzner, "Value F reedom," in Peter J. Boe t tke , ed., The Elgar 
Companion to Austrian Economics (Aldershot: Edward Elgar, 1994), 
pp. 3 1 3 - 1 9 . 

5. See L u d w i g v o n Mises, Human Action, 3d ed. (Chicago: C o n 
t e m p o r a r y Books , 1966), pp. 8 8 1 - 8 5 . 

6. Ibid., p. 885 . 
7. Dan ie l B. Klein, A Plea to Economists Who Favour Liberty: Assist 

the Everyman (London: Inst i tute of E c o n o m i c Affairs, 2001) . 
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Our Economic Past 

Our Presidents and the National Debt 
B Y B U R T O N W . F O L S O M , J R . 

Du r i n g t h e last 7 5 years t h e U n i t e d States has 

fai led t o b a l a n c e its a n n u a l b u d g e t ove r 9 0 p e r 

c e n t o f t h e t i m e . W h a t ' s w o r s e , t h e g o v e r n m e n t 

has s p e n t m o n e y so reckless ly t h a t w e n o w o w e ove r 

$ 8 . 2 t r i l l i on , a n d C o n g r e s s r e c e n t l y ra ised t h e d e b t ce i l 

i n g t o $ 9 t r i l l i on . 

S u c h a t r e n d is o m i n o u s b e c a u s e a c o u n t r y ' s n a t i o n 

al d e b t is a m i r r o r o f its e c o n o m i c fu tu re a n d its n a t i o n 

al c h a r a c t e r as we l l . W i t h o u r pi les o f I O U s , w e b o r r o w 

f r o m t h e fu tu re t o i n d u l g e t h e p r e s e n t . If w e s t u d y o u r 

n a t i o n a l d e b t , w e c a n d i scover s o m e gene ra l i z a t i ons t h a t 

h e l p us u n d e r s t a n d h o w o u r p r e s iden t s a n d o u r n a t i o n 

al c h a r a c t e r h a v e c h a n g e d ove r t i m e . 

i. Our first presidents took the national debt seriously and 

handled it with courage and integrity. 

O u r n a t i o n b e g a n w i t h d a n g e r o u s f inancia l l iabil i t ies. 

W h e n w e f o u g h t t h e R e v o l u t i o n a r y W a r w e b o r r o w e d 

ove r $ 7 5 m i l l i o n in cash a n d suppl ies f r o m i n d i v i d u a l 

p a t r i o t s , f r o m all 1 3 c o l o n i e s , a n d f r o m F r a n c e a n d H o l 

l and . O u r F o u n d e r s , l ed b y P r e s i d e n t G e o r g e W a s h i n g 

t o n a n d his t r e a s u r y secretary, A l e x a n d e r H a m i l t o n , w e r e 

d e t e r m i n e d t o establ ish t h e U . S . c red i t b y pass ing a t a r 

iff a n d a w h i s k e y tax t h a t w o u l d g e n e r a t e t h e r e v e n u e t o 

h e l p re t i re o u r w a r d e b t . 

W a s h i n g t o n , i n his F a r e w e l l A d d r e s s , d e s c r i b e d p u b 

lic c r e d i t as " a v e r y i m p o r t a n t s o u r c e o f s t r e n g t h a n d 

secu r i ty . " H e r e c o m m e n d e d t h a t w e " u s e it as s p a r i n g 

ly as poss ib l e , a v o i d i n g o c c a s i o n s o f e x p e n s e b y c u l t i 

v a t i n g p e a c e . . . . " A v o i d " t h e a c c u m u l a t i o n o f d e b t . . . ," 

W a s h i n g t o n u r g e d , " b y v i g o r o u s e x e r t i o n s in t i m e o f 

p e a c e t o d i s c h a r g e t h e d e b t s w h i c h u n a v o i d a b l e w a r s 

h a v e o c c a s i o n e d , n o t u n g e n e r o u s l y t h r o w i n g u p o n 

p o s t e r i t y t h e b u r t h e n w h i c h w e o u r s e l v e s o u g h t t o 

bea r . " N o t o n l y d i d W a s h i n g t o n w a g e t h e wa r , s e rve as 

p r e s i d e n t , a n d h e l p es tab l i sh o u r i n s t i t u t i o n s o f l iber ty , 

b u t h e u r g e d his g e n e r a t i o n t o p a y off t h e n a t i o n a l d e b t 

as w e l l . 

O u r first seven p res iden t s w e r e c o m m i t t e d t o W a s h 

i n g t o n ' s goal . T h e y c h i p p e d away so s teadi ly at t h e 

n a t i o n a l d e b t t ha t J a m e s M a d i s o n , o n e o f t h o s e p r e s i 

den t s a n d t h e " F a t h e r o f t h e C o n s t i t u t i o n , " l ived t o see 

t h e en t i r e d e b t e r ad ica t ed . I n fact, b y his d e a t h in 1 8 3 6 , 

t h e U n i t e d States h a d ac tual ly b e g u n r u n n i n g a surp lus . 

H o w t o h a n d l e t h e n a t i o n a l su rp lus b e c a m e a p o l i t i 

cal issue t h a t P r e s i d e n t A n d r e w J a c k s o n h a d to address . 

" I t appea r s t o m e , " J a c k s o n said, " t h a t t h e m o s t safe, j u s t , 

a n d federa l d i spos i t i on w h i c h c o u l d b e m a d e o f t h e su r 

p lus r e v e n u e , w o u l d b e its a p p o r t i o n m e n t a m o n g t h e 

several states a c c o r d i n g to t h e i r ra t io o f r e p r e s e n t a t i o n . " 

W h e n Jackson ' s s u g g e s t i o n b e c a m e law, t h e effect was 

i m m e d i a t e a n d n a t i o n w i d e . T h e res idents o f t h e M i c h i 

g a n Te r r i t o ry , for e x a m p l e , frantically c l a m o r e d for s t a t e 

h o o d so t h a t t h e y w o u l d b e e l ig ible t o s c o o p u p s o m e o f 

t h e ove r f low f r o m t h e federal t reasury. W a s h i n g t o n ' s 

d r e a m o f a c r e d i t w o r t h y n a t i o n h a d b e c o m e a reality. 

2. Wars have spiked the national debt. 

T h e n a t i o n a l d e b t has n o t i nc reased s lowly; ins tead , it 

has i nc rea sed sharp ly d u r i n g m a j o r wars , s t a r t ing w i t h 

t h e C iv i l War . T h e ear l ier w a r s — t h e R e v o l u t i o n a r y War , 

t h e W a r o f 1 8 1 2 , a n d t h e M e x i c a n W a r — a l l c r ea t ed small 

j u m p s in t h e n a t i o n a l d e b t , b u t t h e p re s iden t s w h o fo l 

l o w e d t h e m all w h i t t l e d d o w n t h o s e deb t s quickly. In 

t h e C iv i l War , h o w e v e r , t h e n a t i o n a l d e b t s k y r o c k e t e d 

f rom $ 6 0 m i l l i o n t o $2 .7 b i l l i o n — m o r e t h a n a 4 5 - f o l d 

increase , w h i c h is t h e grea tes t p r o p o r t i o n a l leap o f any 

w a r in U . S . h is tory . 

In teres t ingly , in t h e 5 0 years after t h e Civ i l War , f rom 

1 8 6 6 t o 1 9 1 6 , t h e p re s iden t s w e r e c o m m i t t e d t o r e s to r 

i n g A m e r i c a n credi t , a n d t h e n a t i o n a l d e b t was slashed 

f r o m $ 2 . 7 b i l l i on t o $ 1 . 2 b i l l ion . B u t W o r l d W a r I sent 

t h e d e b t sp i ra l ing again , this t i m e to $ 2 4 b i l l ion b y 1 9 2 0 . 
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W o r l d W a r II a d d e d a n o t h e r d ig i t t o t h e na t i on ' s d e b t , 

w h i c h l e a p e d f r o m $ 4 3 b i l l i on t o $ 2 5 9 b i l l i on f r o m 1 9 4 0 

to 1 9 4 5 . 

T h o s e w a r deb t s h a v e h a d a s t r o n g i m p a c t o n U . S . t ax 

pol icy . T h e i n c o m e tax was i n t r o d u c e d i n A m e r i c a d u r 

i n g t h e C i v i l War , b u t it was r e m o v e d s h o r t l y after t h e 

w a r in 1 8 7 2 . Af te r t h e S i x t e e n t h A m e n d m e n t was passed 

in 1 9 1 3 , t h e n e w i n c o m e tax h a d a t o p m a r g i n a l r a t e o f 

7 p e r c e n t . B u t five years later, i n t h e m i d s t o f W o r l d W a r 

I, t h e t o p ra te was h i k e d to 7 7 p e r c e n t . It was l o w e r e d in 

t h e 1920s , b u t d u r i n g W o r l d W a r II t h e m a r g i n a l t ax ra te 

j u m p e d t o 9 0 p e r c e n t . P r e s i d e n t F r a n k l i n R o o s e v e l t also 

i n t r o d u c e d t h e idea o f w i t h h o l d i n g i n c o m e ( p r o p o s e d 

by a T r e a s u r y staff t h a t i n c l u d e d a y o u n g M i l t o n F r i e d 

m a n ) a n d fo r c ing t h e e m p l o y e r s t o d o t h e p a p e r w o r k . 

3. Most presidents have run surpluses, not deficits. 

I n fact, f r o m 1 7 9 1 t o 1 9 3 1 , w e h a d a n n u a l su rp luses 

over 7 0 p e r c e n t o f t h e years . Af te r t h e C iv i l W a r , for 

e x a m p l e , w e r an su rp luses for 2 8 s t ra igh t years . O d d l y , 

t h o s e p r e s iden t s w h o o b t a i n e d t h e m o s t d r a m a t i c s u r 

p luses have o f t en b e e n t h o s e m o s t c o n d e m n e d i n t h e 

l e a d i n g p re s iden t i a l pol ls . I n A r t h u r Schles inger ' s 1 9 6 2 

po l l , f o u r o f t h e b o t t o m five p r e s i d e n t s — C o o l i d g e , 

P i e r ce , G r a n t , a n d H a r d i n g — s e c u r e d b u d g e t su rp luses in 

e a c h o f t h e i r 2 0 to t a l years as p r e s iden t s . U n d e r F r a n k l i n 

P i e r c e , for e x a m p l e , t h e e n t i r e n a t i o n a l d e b t was c u t 

a l m o s t in half. U n d e r H a r d i n g a n d C o o l i d g e , t h e n a t i o n 

al d e b t was a l m o s t s lashed b y o n e - t h i r d . 

O n t h e o t h e r h a n d , L i n c o l n , W i l s o n , a n d F r a n k l i n 

R o o s e v e l t , w h o m Schles inger ' s h i s to r i ans r a n k e d a m o n g 

t h e t o p fou r p res iden t s , b r o k e all r eco rds for b u d g e t 

deficits. It is a s t o n i s h i n g b u t t r u e t h a t t he se t h r e e p r e s i 

den t s i n c u r r e d m o r e d e b t in t h e i r a d m i n i s t r a t i o n s t h a n 

t h e en t i r e n a t i o n a l d e b t o f $ 2 5 9 b i l l i on in 1 9 4 5 . I n o t h e r 

w o r d s , o f t h e first 3 2 p re s iden t s , u n d e r 2 9 o f t h e m w e h a d 

a b u d g e t su rp lus o f $4 b i l l ion ; u n d e r L i n c o l n , W i l s o n , a n d 

R o o s e v e l t w e h a d a b u d g e t defici t o f $ 2 6 3 b i l l ion . 

O u r P r e s i d e n t s a n d t h e N a t i o n a l D e b t 

G r a n t e d , t h e y w e r e w a r p r e s iden t s , b u t t h a t is a k e y 

p o i n t . Yet W a s h i n g t o n h a d f o u g h t a m a j o r war , a n d as 

p r e s i d e n t h e w a n t e d t o p a y off t h e d e b t f rom t h a t w a r in 

his g e n e r a t i o n . L i n c o l n , W i l s o n , a n d R o o s e v e l t d i d n o t 

d o t h a t a n d d o n o t s e e m t o h a v e h a d a n y a m b i t i o n t o d o 

so. 

M o d e r n p r e s iden t s , t h o s e w h o have s e rved s ince t h e 

1 9 6 2 po l l , are e a g e r t o s ecu re t h e i r p l ace in h is tory . T h e y 

m a y real ize t h a t f a m e a n d a d u l a t i o n are n o l o n g e r g i v e n 

t o t h o s e w h o " u s e [publ ic c red i t ] as spa r ing ly as p o s s i 

ble ." P e r h a p s t h e s logan o f t h e m o d e r n p r e s i d e n t s c o u l d 

b e , " I t is b e t t e r t o h a v e s p e n t a n d lost t h a n n e v e r t o have 

s p e n t at all." 

4. Regardless of war or political party, modern presidents have 

tended to double the national debt about every nine years. 

E v e n as late as p o s t - W o r l d W a r II ( 1 9 4 5 - 1 9 6 0 ) t h e 

n a t i o n a l d e b t i n c r e a s e d at less t h a n 1 p e r c e n t p e r year . 

B u t s ince t h e K e n n e d y era a n d t h e S c h l e s i n g e r po l l , w e 

h a v e h a d fou r D e m o c r a t i c a n d five R e p u b l i c a n p r e s i 

d e n t s . U n d e r t h e s e n i n e m e n , t h e n a t i o n a l d e b t has d o u 

b l e d a l m o s t five t i m e s , f r o m $ 2 8 9 b i l l i on in 1 9 6 1 t o a 

n e w l y p r o p o s e d ce i l ing o f $ 9 t r i l l i on . W h e t h e r t h e issue 

has b e e n h u r r i c a n e s , f a r m subs id ies , o r m e d i c a l care 

( n o n e o f w h i c h is a sub jec t for federa l a id, a c c o r d i n g t o 

t h e C o n s t i t u t i o n ) , all t he se p r e s i d e n t s have s p e n t first a n d 

asked q u e s t i o n s later. 

S h o u l d t h a t p a t t e r n o f d o u b l i n g t h e n a t i o n a l d e b t 

e v e r y n i n e years c o n t i n u e — a n d t h e r e are v e r y f e w 

po l i t i c i ans w h o w i s h t o s top i t — o u r d e b t b y t h e e n d o f 

t h e 21s t c e n t u r y wi l l i nc rease t o a b o u t $ 9 q u a d r i l l i o n , o r 

( even if t h e U . S. p o p u l a t i o n t r iples) a b o u t $ 1 0 m i l l i o n 

p e r p e r s o n . 

I n d i scuss ing p u b l i c d e b t , W a s h i n g t o n said t h a t c o n 

g r e s s m e n n e e d e d t o b e a r r e spons ib i l i ty for r e t i r i n g t h e 

d e b t , a n d " t h a t p u b l i c o p i n i o n s h o u l d c o o p e r a t e " as we l l . 

W i l l w e h e e d t h e a d v i c e o f this th r i f ty p r e s i d e n t a n d 

d e m a n d a c c o u n t a b i l i t y f r o m o u r e l e c t e d officials? (^) 
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Wartime Executive Power: 
Are Warrantless Wiretaps Legal? 

B Y R O B E R T A. L E V Y 

Pr e s i d e n t B u s h has a u t h o r i z e d t h e N a t i o n a l S e c u 

r i t y A g e n c y ( N S A ) t o eavesdrop , w i t h o u t o b t a i n 

i n g a w a r r a n t , o n t e l e p h o n e calls, e -mai l s , a n d 

o t h e r c o m m u n i c a t i o n s b e t w e e n U . S . p e r s o n s in t h e 

U n i t e d States a n d p e r s o n s o u t s i d e t h e U n i t e d Sta tes . F o r 

u n d e r s t a n d a b l e r easons , t h e o p e r a t i o n a l details o f t h e 

N S A p r o g r a m are secre t , as are t h e details o f t h e e x e c u 

tive o r d e r t h a t a u t h o r i z e d t h e p r o g r a m . B u t A t t o r n e y 

G e n e r a l A l b e r t o G o n z a l e s has s ta ted tha t su rve i l l ance 

can b e t r i g g e r e d if a n e x e c u t i v e - b r a n c h official has r e a 

s o n a b l e g r o u n d s t o b e l i e v e t h a t a c o m m u n i c a t i o n 

involves a p e r s o n "affi l iated w i t h a l - Q a e d a o r p a r t o f an 

o r g a n i z a t i o n o r g r o u p t h a t is s u p p o r t i v e o f a l - Q a e d a . " 

T h e a t t o r n e y g e n e r a l has d e c l a r e d t h a t t h e Pres iden t ' s 

a u t h o r i t y rests o n t h e p o s t - 9 / 1 1 A u t h o r i z a t i o n for U s e 

o f M i l i t a r y F o r c e ( A U M F ) a n d t h e p res iden t ' s i n h e r e n t 

w a r t i m e p o w e r s u n d e r A r t i c l e II o f t h e U . S . C o n s t i t u 

t i o n , w h i c h i n c l u d e s a u t h o r i t y t o g a t h e r "s ignals i n t e l l i 

g e n c e " o n t h e e n e m y . 

M y c o n c l u s i o n s , as e l a b o r a t e d be low, are: First , t h e 

p r e s i d e n t has s o m e l a t i t u d e u n d e r t h e " E x e c u t i v e 

P o w e r " a n d " C o m m a n d e r - i n - C h i e f " C lauses o f A r t i c l e 

II , e v e n l a c k i n g exp l i c i t c o n g r e s s i o n a l approva l , t o 

a u t h o r i z e N S A war ran t l e s s su rve i l l ance w i t h o u t v i o l a t 

i n g F o u r t h A m e n d m e n t p r o t e c t i o n s against " u n r e a s o n 

a b l e " sea rches . B u t s e c o n d , if C o n g r e s s has express ly 

p r o h i b i t e d s u c h su rve i l l ance (as it has u n d e r F I S A , t h e 

F o r e i g n I n t e l l i g e n c e Su rve i l l ance A c t ) , t h e n t h e s ta tu te 

b i n d s t h e p r e s i d e n t un less t h e r e are g r o u n d s to c o n c l u d e 

t h a t t h e s t a tu t e d o e s n o t apply. T h i r d , in t h e case at h a n d , 

t h e r e are n o g r o u n d s for s u c h a c o n c l u s i o n — t h a t is, n e i 

t h e r t h e A U M F n o r t h e p res iden t ' s i n h e r e n t p o w e r s 

t r u m p t h e express p r o h i b i t i o n i n t h e F I S A s ta tu te . 

I n th is a r t ic le , I address o n l y t h e legal i ty o f t h e N S A 

p r o g r a m , n o t t h e p o l i c y q u e s t i o n w h e t h e r t h e p r o g r a m 

is necessa ry a n d effective f r o m a n a t i o n a l - s e c u r i t y p e r 

spect ive . If t h e p r o g r a m is b o t h essential a n d illegal, t h e n 

t h e o b v i o u s c h o i c e s are t o c h a n g e t h e p r o g r a m so tha t it 

c o m p l i e s w i t h t h e law, o r c h a n g e t h e l aw so tha t it 

a u t h o r i z e s t h e p r o g r a m . 

Does NSA Warrantless Surveillance 
Violate the Fourth Amendment? 

Th e P r e s i d e n t has c o n t e n d e d tha t N S A war ran t l e s s 

su rve i l l ance d o e s n o t of fend F o u r t h A m e n d m e n t 

r e q u i r e m e n t s tha t all searches b e reasonab le . T h a t c o n 

t e n t i o n is c o r r e c t as far as it goes ; b u t it does n o t g o far 

e n o u g h . 

To b e g i n , t h e F o u r t h A m e n d m e n t r equ i re s p r o b a b l e 

cause in o r d e r t o o b t a i n a w a r r a n t , b u t it does n o t 

r e q u i r e a w a r r a n t for all searches . T h e r e are n u m e r o u s 

ins tances o f pe rmi s s ib l e war ran t l e s s s e a r c h e s — f o r e x a m 

ple , h o t p u r s u i t , e v a n e s c e n t e v i d e n c e , search i n c i d e n t t o 

arres t , s top a n d frisk, a u t o m o b i l e searches , p l a i n - v i e w 

searches , c o n s e n t searches , a n d admin i s t r a t ive searches . In 

fact, federal c o u r t s have r e c o g n i z e d a b o r d e r - s e a r c h 

e x c e p t i o n a n d , w i t h i n t h a t e x c e p t i o n , a n a r r o w e x c e p 

t i o n for m o n i t o r i n g c e r t a i n i n t e r n a t i o n a l pos ta l mai l . As 

for a n a t i o n a l - s e c u r i t y e x c e p t i o n , t ha t r e m a i n s an o p e n 

issue. In United States v. United States District Court 

(1972) , k n o w n as t h e Keith case, t h e c o u r t said t h e r e 

w o u l d b e n o e x c e p t i o n if a d o m e s t i c o r g a n i z a t i o n w e r e 

invo lved ; b u t t h e r e m i g h t b e a n e x c e p t i o n if a fo re ign 

p o w e r w e r e invo lved . 

Robert Levy (rlevy@cato.org) is a senior fellow in constitutional studies at 
the Cato Institute (uww.cato.org). This article is drawn from his testimony 
before the Senate Judiciary Committee, February 28, 2006. 
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T h u s t h e a d m i n i s t r a t i o n c a n c r ed ib ly a r g u e tha t it 

m a y c o n d u c t s o m e types o f wa r r an t l e s s su rve i l l ance 

w i t h o u t v i o l a t i n g t h e F o u r t h A m e n d m e n t . A n d b e c a u s e 

t h e p res iden t ' s A r t i c l e II p o w e r s are e l eva ted d u r i n g t i m e 

o f w a r — a s s u m i n g t h e A U M F t o b e t h e f u n c t i o n a l , if n o t 

legal , e q u i v a l e n t o f a d e c l a r a t i o n o f w a r — h i s p o s t - 9 / 1 1 

a u t h o r i z a t i o n o f N S A w a r r a n t l e s s su rve i l l ance m i g h t b e 

jus t i f iable if C o n g r e s s h a d n o t express ly d i s app roved . 

B u t C o n g r e s s did express ly d i sapprove , i n t h e F I S A 

s ta tu te . T h e r e f o r e , t h e P res iden t ' s a s se r t ion o f a n a t i o n a l -

s e c u r i t y e x c e p t i o n t h a t e n c o m p a s s e s t h e N S A p r o g r a m 

misses t h e p o i n t . T h e p r o p e r q u e s t i o n is n o t w h e t h e r t h e 

p r e s i d e n t has i n h e r e n t a u t h o r i t y t o re lax t h e " r e a s o n 

a b l e n e s s " s t a n d a r d o f t h e F o u r t h A m e n d m e n t . T h e 

a n s w e r t o t h a t q u e s t i o n is: yes, i n s o m e 

cases. B u t t h e n a r r o w e r issue i n t h e 

N S A case is w h e t h e r t h e p r e s i d e n t , in 

the face of an express statutory prohibition, 

can d i r ec t t h a t s a m e su rve i l l ance . T h e 

a n s w e r is n o , a n d I a m n o t aware o f any 

case l a w to s u p p o r t a n a r g u m e n t t o t h e 

con t r a ry . 

P u t s o m e w h a t differently, A r t i c l e II 

establ ishes t h a t t h e p r e s i d e n t has i n h e r 

e n t p o w e r s , especia l ly d u r i n g w a r t i m e . 

A n d t h o s e p o w e r s m i g h t b e suff icient 

t o s u p p o r t his a u t h o r i z a t i o n o f w a r 

rantless su rve i l l ance , n o t w i t h s t a n d i n g 

t h e p rov i s ions o f t h e F o u r t h A m e n d 

m e n t . B u t A r t i c l e II d o e s n o t d e l i n e a t e 

t h e scope o f t h e p res iden t ' s w a r t i m e 

p o w e r s . A n d b e c a u s e C o n g r e s s has c o n c u r r e n t a u t h o r i t y 

in this area, a n express p r o h i b i t i o n b y C o n g r e s s is p e r 

suasive w h e n d e c i d i n g w h e t h e r t h e p r e s i d e n t has o v e r 

r e a c h e d . 

T h e d i s t i n c t i o n b e t w e e n c o n c u r r e n t a n d exc lus ive 

p o w e r s is i m p o r t a n t . F o r e x a m p l e , t h e p res iden t ' s " P o w e r 

t o g r a n t . . . P a r d o n s " is exc lus ive ; t h e r e is n o s ta ted 

p o w e r for C o n g r e s s t o m o d i f y it b y l e g i s l a t i o n — f o r 

e x a m p l e , b y d e c l a r i n g c e r t a i n offenses u n p a r d o n a b l e . B y 

con t r a s t , t h e p res iden t ' s w a r t i m e p o w e r s are s h a r e d w i t h 

C o n g r e s s , w h i c h is c o n s t i t u t i o n a l l y a u t h o r i z e d t o 

" d e f i n e a n d p u n i s h . . . Of fenses against t h e L a w o f 

N a t i o n s , " " d e c l a r e War , " " m a k e R u l e s c o n c e r n i n g C a p 

tures o n L a n d a n d Wate r , " " ra ise a n d s u p p o r t A r m i e s , " 

" p r o v i d e a n d m a i n t a i n a Navy , " " m a k e R u l e s for t h e 

G o v e r n m e n t a n d R e g u l a t i o n o f t h e l a n d a n d naval 

forces ," a n d s u s p e n d habeas c o r p u s . T h a t suggests t h e 

p r e s i d e n t m u s t c o m p l y w i t h d u l y e n a c t e d s ta tu tes unless 

h e can s h o w t h a t C o n g r e s s has e x c e e d e d its a u t h o r i t y . In 

this i n s t ance , P r e s i d e n t B u s h has m a d e n o s u c h s h o w i n g . 

A 

But the narrower 
issue in the NSA case 
is whether the 
president, in the face 
of an express 
statutory prohibition, 
can direct that same 
surveillance. The 
answer is no. 

Does NSA Warrantless Surveillance 
Comply with FISA? 

ccord ing ly , e v e n if t h e a d m i n i s t r a t i o n establ ishes 

t h a t N S A w a r r a n t l e s s su rve i l l ance d u r i n g w a r t i m e 

is r e a sonab l e in t h e c o n t e x t o f t h e F o u r t h A m e n d m e n t , 

t h e q u e s t i o n r e m a i n s w h e t h e r t h e N S A p r o g r a m vio la tes 

t h e express t e r m s o f F I S A . It d o e s . 

T h e t e x t o f F I S A is u n a m b i g u o u s : 

" A p e r s o n is gu i l ty o f a n offense if h e 

i n t e n t i o n a l l y e n g a g e s i n e l e c t r o n i c 

su rve i l l ance . . . e x c e p t as a u t h o r i z e d 

b y s t a t u t e . " T h a t p r o v i s i o n c o v e r s 

c o m m u n i c a t i o n s f r o m o r t o U . S . c i t i 

zens o r p e r m a n e n t r e s iden t al iens in 

t h e U n i t e d S t a t e s . M o r e o v e r , t h e 

W i r e t a p A c t p r o v i d e s t h a t its p r o c e 

du re s a n d F I S A "shal l b e t h e exc lus ive 

m e a n s b y w h i c h e l e c t r o n i c su rve i l 

l a n c e . . . m a y b e c o n d u c t e d . " 

To b e sure , t h e F I S A s ta tu te was 

dra f ted t o dea l w i t h p e a c e t i m e in t e l l i 

g e n c e . B u t t h a t d o e s n o t m e a n t h e 

s t a tu t e c a n b e i g n o r e d w h e n a p p l i e d 

t o t h e p o s t - 9 / 1 1 w a r o n t e r ro r . In 

pass ing F I S A , C o n g r e s s express ly c o n t e m p l a t e d w a r r a n t 

less su rve i l l ance d u r i n g w a r t i m e , b u t l i m i t e d it t o t h e 

first 15 days after w a r is dec l a r ed . T h e s t a tu te reads : 

" [ T ] h e P r e s i d e n t , t h r o u g h t h e A t t o r n e y G e n e r a l , m a y 

a u t h o r i z e e l e c t r o n i c su rve i l l ance w i t h o u t a c o u r t o r d e r 

u n d e r this t i t le t o a c q u i r e fo re ign i n t e l l i g e n c e i n f o r m a 

t i o n for a p e r i o d n o t t o e x c e e d fifteen c a l e n d a r days fo l 

l o w i n g a d e c l a r a t i o n o f war . " E q u a l l y i m p o r t a n t , F I S A 

w a r r a n t r e q u i r e m e n t s a n d e l e c t r o n i c su rve i l l ance p r o v i 

s ions w e r e a m e n d e d b y t h e U S A P A T R I O T A c t , w h i c h 

was passed in r e s p o n s e t o 9 / 1 1 a n d s i g n e d b y P r e s i d e n t 

B u s h . If 9 / 1 1 t r i g g e r e d " w a r t i m e , " as t h e a d m i n i s t r a t i o n 

has r e p e a t e d l y a n d c o n v i n c i n g l y a r g u e d , t h e n t h e 

a m e n d e d F I S A is c lear ly a w a r t i m e s ta tu te . 
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M o r e o v e r , t h e Ju s t i ce D e p a r t m e n t , in a D e c e m b e r 

2 0 0 5 l e t t e r t o C o n g r e s s , a c k n o w l e d g e d t h a t t h e p r e s i 

den t ' s O c t o b e r 2 0 0 1 N S A e a v e s d r o p p i n g o r d e r d i d n o t 

c o m p l y w i t h t h e " p r o c e d u r e s " o f t h e F I S A s ta tu te . T h e 

D e p a r t m e n t of fered t w o j u s t i f i c a t i o n s — t h e first o f 

w h i c h I e x a m i n e n e x t . 

Does the AUMF Authorize Warrantless 
Surveillance by the NSA? 

Th e J u s t i c e D e p a r t m e n t asserts t ha t Congre s s ' s p o s t -

9 7 1 1 A U M F p r o v i d e s t h e s t a t u t o r y a u t h o r i z a t i o n 

t h a t F I S A r e q u i r e s . U n d e r t h e A U M F , " t h e P r e s i d e n t is 

a u t h o r i z e d t o use all neces sa ry a n d a p p r o p r i a t e force 

agains t t h o s e n a t i o n s , o r g a n i z a t i o n s , o r p e r s o n s " tha t m a y 

h a v e b e e n c o n n e c t e d t o 9 / 1 1 . B u t t h a t c a n n o t sensibly 

m e a n t h e A U M F a u t h o r i z e s war ran t l e s s su rve i l l ance by 

t h e N S A in t h e face o f an express p r o v i s i o n in F I S A t h a t 

l imi t s s u c h su rve i l l ance t o t h e first 15 days after a d e c l a 

r a t i o n o f war . 

A se t t l ed c a n o n o f s t a t u t o r y i n t e r p r e t a t i o n d i rec ts 

t h a t specific p rov i s i ons in a s t a tu te s u p e r s e d e g e n e r a l 

p rov i s i ons . W h e n F I S A forbids " e l e c t r o n i c su rve i l l ance 

w i t h o u t a c o u r t o r d e r " w h i l e t h e A U M F p e r m i t s " n e c 

essary a n d a p p r o p r i a t e force ," it is b i z a r r e t o c o n c l u d e 

t h a t e l e c t r o n i c su rve i l l ance w i t h o u t a c o u r t o r d e r is 

a u t h o r i z e d . I n v o t i n g for t h e A U M F , m e m b e r s o f C o n 

gress sure ly d i d n o t i n t e n d t o m a k e c o m p l i a n c e w i t h 

F I S A o p t i o n a l . I n fact, C o n g r e s s was s i m u l t a n e o u s l y 

r e l a x i n g s e l ec t ed p rov i s ions o f F I S A via t h e P A T R I O T 

A c t . H e r e ' s h o w t h e Washington Post p u t it i n a D e c e m 

b e r 2 0 0 5 ed i t o r i a l : " C l e a r h e a d e d m e m b e r s o f C o n g r e s s 

v o t i n g for t h e [ A U M F ] ce r t a in ly u n d e r s t o o d t h e m s e l v e s 

t o b e a u t h o r i z i n g t h e c a p t u r e o f a l - Q a e d a a n d Ta l iban 

f ighters . W e d o u b t any m e m b e r s even d r e a m e d t h e y 

w e r e c h a n g i n g d o m e s t i c w i r e t a p p i n g r u l e s — p a r t i c u l a r l y 

b e c a u s e t h e y w e r e focused o n t h a t v e r y issue in pass ing 

t h e U S A P A T R I O T Ac t . " 

Also i n t h e Washington Post, D e c e m b e r 2 0 0 5 , f o r m e r 

S e n a t e m i n o r i t y l e a d e r T o m D a s c h l e ( D - S D ) w r o t e tha t 

C o n g r e s s r e j e c t e d p r o p o s e d l a n g u a g e f r o m t h e W h i t e 

H o u s e t h a t t h e b r o a d e r p u r p o s e o f t h e A U M F was t o 

" d e t e r a n d p r e - e m p t a n y fu tu re acts o f t e r r o r i s m o r 

aggress ion . " A n d C o n g r e s s also refused a l a s t - m i n u t e 

a d m i n i s t r a t i o n p r o p o s a l t o c h a n g e " a p p r o p r i a t e force 

agains t t h o s e n a t i o n s " t o r e a d " a p p r o p r i a t e force in the 

United States a n d against t h o s e n a t i o n s . " N o t a b l y , n o t o n e 

o f t h e 5 1 8 m e m b e r s o f C o n g r e s s w h o v o t e d for t h e 

A U M F has n o w c o m e f o r t h t o d i spu t e Sen . Dasch le ' s 

a c c o u n t , o r c l a im tha t his o r h e r v o t e was i n t e n d e d to 

a p p r o v e N S A war ran t l e s s surve i l lance . 

Still, p r o p o n e n t s o f t h e N S A surve i l l ance p r o g r a m 

a r g u e tha t t h e A U M F surely covers t h e g a t h e r i n g o f b a t 

tlefield i n t e l l i gence , a n d t h e even ts o f 9 / 1 1 have e x p a n d 

e d t h e c o n c e p t o f a "ba t t l e f i e ld" t o i n c l u d e places in t h e 

U n i t e d States . T h a t asser t ion is m i s t a k e n for t h r e e p r i n 

cipal reasons : 

First , c o m m u n i c a t i o n s f rom t h e ac tua l ba t t l e f i e ld— 

for e x a m p l e , A f g h a n i s t a n — o r f rom a n y w h e r e else o u t 

side t h e U n i t e d States , c an b e m o n i t o r e d w i t h o u t 

v i o l a t i n g F I S A as l o n g as t h e ta rge t o f t h e surve i l l ance is 

n o t a U . S . p e r s o n in t h e U n i t e d States . 

S e c o n d , a call f rom, say, F r a n c e o r t h e U n i t e d K i n g 

d o m c a n n o t b e c o n s t r u e d as ba t t l e f i e ld - re la ted unless 

t h e t e r m bat t lef ie ld has n o g e o g r a p h i c l imi ts . T h e c o u r t s 

have r e j ec t ed tha t idea in c o m p a r i n g t h e arrests o f t w o 

U . S . c i t izens , Yaser H a m d i a n d J o s e Padil la . I n Hamdi v. 

Rumsfeld ( 2 0 0 3 ) , federa l appe l l a t e J u d g e J. H a r v i e 

W i l k i n s o n p o i n t e d l y n o t e d tha t H a m d i ' s bat t lef ie ld c a p 

t u r e was l ike "app le s a n d o r a n g e s " c o m p a r e d t o Padilla's 

arres t i n C h i c a g o . A n d in Padilla v. Rumsfeld ( 2004) , t h e 

U . S . C o u r t o f Appea l s for t h e S e c o n d C i r c u i t r e jec ted 

t h e a r g u m e n t t h a t all t h e w o r l d is a bat t lef ie ld i n t h e w a r 

o n t e r ro r . 

T h i r d , if N a p l e s , Italy, is p a r t o f t h e bat t lef ield, w h y 

n o t N a p l e s , F lo r ida? T h e s ame log ic tha t a rgues for 

w a r r a n t l e s s su rve i l l ance o f f o r e i g n - t o - d o m e s t i c a n d 

d o m e s t i c - t o - f o r e i g n c o m m u n i c a t i o n s w o u l d p e r m i t 

war ran t l e s s su rve i l l ance o f a l l - d o m e s t i c c o m m u n i c a t i o n s 

as we l l . In fact, t h e a d m i n i s t r a t i o n , r e s p o n d i n g in M a r c h 

2 0 0 6 t o q u e s t i o n s f rom C o n g r e s s , refused to r u l e o u t t h e 

ex i s t ence o f an a l l - d o m e s t i c surve i l l ance p r o g r a m . If 

t h e r e is s u c h a p r o g r a m , it m a y take a n o t h e r leak in t h e 

New York Times be fo re A m e r i c a n s f ind o u t . 

As l a w professor R i c h a r d E p s t e i n n o t e d in a p o s t i n g 

o n o p i n i o n d u e l . c o m : A c u r r e n t bat t lef ie ld , w h e r e t h e r e 

is a r m e d c o m b a t , is vastly different f r o m a p o t e n t i a l b a t 

tlefield tha t c o u l d e r u p t if t h e e n e m y w e r e t o l a u n c h a 

t e r ro r i s t act . To a r g u e tha t w e are l iv ing in a " w a r z o n e " 

w o u l d b e n e w s to m o s t A m e r i c a n s j o g g i n g in C e n t r a l 

P a r k o r w a t c h i n g te lev i s ion in Los A n g e l e s . T h e r e is, after 
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all, a d i s t i n c t i o n t o b e m a d e b e t w e e n s u b u r b a n C h i c a g o 

a n d s u b u r b a n B a g h d a d . N o r d i d t h e even t s o f 9 / 1 1 

t r a n s f o r m t h e U n i t e d States i n t o a ba t t le f ie ld i n t h e 

A f g h a n w a r — a n y m o r e t h a n d i d t h e a t t ack o n Pear l 

H a r b o r o r t h e invas ion b y e i g h t N a z i s i n t h e Ex parte 

Quirin case (1942) t r a n s f o r m t h e U n i t e d States i n t o a 

W o r l d W a r II ba t t le f ie ld . 

Do the President's Inherent War Powers Allow 
Him to Ignore FISA? 

At t o r n e y G e n e r a l G o n z a l e s has a s e c o n d , m o r e p l a u 

sible, de fense o f w a r r a n t l e s s s u r v e i l l a n c e — n a m e l y , 

A r t i c l e II o f t h e C o n s t i t u t i o n states t h a t " T h e e x e c u t i v e 

P o w e r shall b e ves t ed i n a P r e s i d e n t " w h o "shal l b e 

C o m m a n d e r i n C h i e f " o f t h e a r m e d forces . T h a t p o w e r , 

says t h e a t t o r n e y g e n e r a l , t r u m p s a n y c o n t r a r y s t a tu t e 

d u r i n g t i m e o f war . 

I respect fu l ly d i s a g r e e — w h i c h is not t o say I be l i eve 

t h e p r e s i d e n t is p o w e r l e s s t o o r d e r wa r r an t l e s s w a r t i m e 

su rve i l l ance . F o r e x a m p l e , i n t e r c e p t i n g e n e m y c o m m u 

n i c a t i o n s o n t h e ba t t le f ie ld is c lear ly a n i n c i d e n t o f his 

w a r p o w e r . B u t wa r r an t l e s s su rve i l l ance o f A m e r i c a n s 

ins ide t h e U n i t e d Sta tes , w h o m a y h a v e n o t h i n g t o d o 

w i t h a l - Q a e d a , d o e s n o t qual ify as i n c i d e n t a l w a r t i m e 

a u t h o r i t y . T h e p res iden t ' s w a r p o w e r s are b r o a d , b u t n o t 

b o u n d l e s s . I n d e e d , t h e w a r p o w e r s o f C o n g r e s s , n o t t h e 

p r e s i d e n t , are t h o s e t h a t are c o n s t i t u t i o n a l i z e d w i t h 

g r e a t e r specificity. 

T h e q u e s t i o n is n o t w h e t h e r t h e p r e s i d e n t has u n i l a t 

eral e x e c u t i v e a u t h o r i t y , b u t r a t h e r t h e e x t e n t o f t h a t 

a u t h o r i t y . A n d t h e k e y S u p r e m e C o u r t o p i n i o n t h a t p r o 

v ides a f r a m e w o r k for r e s o l v i n g t h a t q u e s t i o n is J u s t i c e 

R o b e r t J ackson ' s c o n c u r r e n c e i n Youngstown Sheet & 

Tube v. Sawyer—the 1 9 5 2 case d e n y i n g P r e s i d e n t T r u 

m a n ' s a u t h o r i t y t o seize t h e s teel mil ls . 

J u s t i c e J a c k s o n offered t h e f o l l o w i n g analysis: First , 

w h e n t h e p r e s i d e n t acts p u r s u a n t t o a n express o r 

i m p l i e d a u t h o r i z a t i o n f rom C o n g r e s s , "h i s a u t h o r i t y is at 

its m a x i m u m . " S e c o n d , w h e n t h e p r e s i d e n t acts i n t h e 

a b s e n c e o f e i t h e r a c o n g r e s s i o n a l g r a n t o r den i a l o f 

a u t h o r i t y , " t h e r e is a z o n e o f t w i l i g h t i n w h i c h h e a n d 

C o n g r e s s m a y h a v e c o n c u r r e n t a u t h o r i t y , o r i n w h i c h its 

d i s t r i b u t i o n is u n c e r t a i n . " B u t t h i rd , w h e r e t h e p r e s i d e n t 

takes m e a s u r e s i n c o m p a t i b l e w i t h t h e express o r i m p l i e d 

wi l l o f C o n g r e s s — s u c h as t h e N S A p r o g r a m , w h i c h v i o 

lates a n express p r o v i s i o n o f t h e F I S A s t a t u t e — " h i s 

p o w e r is at its lowes t . " 

T h e N S A p r o g r a m d o e s n o t fit i n Youngstowns s e c 

o n d c a t e g o r y ( cong re s s iona l s i lence) . It b e l o n g s i n t h e 

t h i r d ca tegory , i n w h i c h t h e P r e s i d e n t has a c t e d i n t h e 

face o f a n express s t a t u t o r y p r o h i b i t i o n . 

M o r e o v e r , un i l a t e r a l a u t h o r i z a t i o n o f t h e N S A p r o 

g r a m b y t h e e x e c u t i v e b r a n c h suggests t h a t un i l a t e r a l 

a c t i ons in o t h e r areas w o u l d b e p r o p e r . F o r e x a m p l e : If 

wa r r an t l e s s d o m e s t i c su rve i l l ance is i n c i d e n t a l t o t h e 

p res iden t ' s i n h e r e n t p o w e r s , so t o o are s n e a k - a n d - p e e k 

sea rches , r o v i n g w i r e t a p s , l i b ra ry r e c o r d s searches , a n d 

n a t i o n a l - s e c u r i t y l e t t e r s — a l l o f w h i c h w e r e v i g o r o u s l y 

d e b a t e d i n d e c i d i n g w h e t h e r t o r e a u t h o r i z e t h e P A T R I 

O T A c t . C o u l d t h e p r e s i d e n t h a v e p r o c e e d e d w i t h t h o s e 

act ivi t ies e v e n if t h e y w e r e n o t a u t h o r i z e d b y C o n g r e s s ? 

If so, w h a t was t h e p u r p o s e o f t h e d e b a t e ? W h y d o w e 

e v e n n e e d a P A T R I O T Ac t? 

F u r t h e r , t h e a t t o r n e y g e n e r a l asserts t h a t t h e A U M F 

a n d t h e c o m m a n d e r - i n - c h i e f p o w e r are sufficient t o 

jus t i fy t h e N S A p r o g r a m . H e , o r his p r edeces so r , m a d e 

s imi lar c la ims for m i l i t a r y t r i b u n a l s w i t h o u t c o n g r e s 

s iona l a u t h o r i z a t i o n , sec re t C I A p r i s o n s , i n d e f i n i t e 

d e t e n t i o n o f U . S . c i t i zens , e n e m y - c o m b a t a n t d e c l a r a 

t i ons w i t h o u t h e a r i n g s as r e q u i r e d b y t h e G e n e v a C o n 

v e n t i o n s , a n d i n t e r r o g a t i o n t e c h n i q u e s t h a t m a y have 

v i o l a t e d o u r t r ea ty c o m m i t m e n t s b a n n i n g t o r t u r e . Is any 

o f t h o s e act ivi t ies o u t s i d e t h e p res iden t ' s c o m m a n d e r - i n -

c h i e f a n d A U M F p o w e r s ? If n o t , w h a t are t h e b o u n d s , i f 

any, t h a t c o n s t r a i n t h e p res iden t ' s un i l a t e r a l w a r t i m e 

a u t h o r i t y ? 

What Should Be Done to Remedy Unlawful Acts 
by the Executive Branch? 

Ha v i n g c o n c l u d e d t h a t N S A ' s wa r r an t l e s s su rve i l 

l a n c e p r o g r a m is i l legal, le t m e c o m m e n t br ie f ly o n 

r e m e d i a l s teps. 

A t t h e ou t s e t , I re jec t t h e p r o p o s i t i o n t h a t t h e p r e s i 

d e n t , b u t for his abi l i ty t o o r d e r wa r r an t l e s s d o m e s t i c 

su rve i l l ance , w o u l d b e i m p o t e n t i n t h e w a r o n t e r ro r . 

First , h e has expans ive p o w e r t o c o n d u c t su rve i l l ance 

o u t s i d e t h e U n i t e d Sta tes . S e c o n d , t h e P A T R I O T A c t 

a n d o t h e r s ta tu tes have g i v e n h i m b r o a d l e e w a y w i t h i n 

t h e U n i t e d Sta tes . T h i r d , h e has c o n s i d e r a b l e , a l t h o u g h 

n o t p lenary , i n h e r e n t w a r t i m e a u t h o r i t y w h e n C o n g r e s s 
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has a p p r o v e d , a n d e v e n p e r h a p s w h e n C o n g r e s s has b e e n 

s i lent . B u t w h e n C o n g r e s s exercises its o w n p o w e r s a n d 

express ly p r o h i b i t s w h a t t h e p r e s i d e n t w o u l d l ike t o 

u n d e r t a k e , t h e p res iden t ' s p o w e r is l i m i t e d . 

Yet, e v e n t h e n , if it's neces sa ry a n d des i rable t o m o n 

i t o r t h e c o m m u n i c a t i o n o f a U . S . p e r s o n in t h e U n i t e d 

Sta tes , t h e n t h e p r e s i d e n t c o u l d , a n d s h o u l d , have s o u g h t 

a F I S A w a r r a n t . T h e r e q u i r e m e n t t o o b t a i n a w a r r a n t 

f r o m t h e F I S A c o u r t is p r o b a b l e cause t h a t s o m e o n e m a y 

b e " a n a g e n t o f a fo re ign p o w e r , " w h i c h i n c l u d e s i n t e r 

n a t i o n a l t e r r o r i s t g r o u p s . T h a t s t anda rd is far b e l o w t h e 

usual c r i m i n a l - l a w r e q u i r e m e n t for p r o b a b l e cause t h a t a 

c r i m e has b e e n , o r is a b o u t t o b e , c o m m i t t e d . A l m o s t all 

F I S A r eques t s are g r a n t e d , a n d e m e r g e n c y approva l for 

w i r e t a p s can b e h a n d l e d w i t h i n h o u r s . I n fact, t h e F I S A 

s t a tu t e a l lows t h e g o v e r n m e n t in e m e r g e n c y s i tua t ions 

t o p u t a w i r e t a p in p l ace i m m e d i a t e l y , t h e n seek c o u r t 

app rova l later , w i t h i n 7 2 h o u r s . 

A t t o r n e y G e n e r a l G o n z a l e s has d e c l a r e d tha t 7 2 

h o u r s are n o t e n o u g h ; it takes l o n g e r t h a n t h a t t o p r e 

p a r e a w a r r a n t a p p l i c a t i o n . T h a t is t a n t a m o u n t t o a r g u 

i n g t h a t t h e J u s t i c e D e p a r t m e n t l acks su f f i c i en t 

p e r s o n n e l t o h a n d l e its w o r k l o a d , so it's c o m p e l l e d t o act 

i l legally t o c i r c u m v e n t p r e s c r i b e d p r o c e d u r e s . M o r e o v e r , 

t h e a d m i n i s t r a t i o n has n o t , t o m y k n o w l e d g e , c o m 

p l a i n e d a b o u t t h e s a m e 7 2 - h o u r w i n d o w tha t g o v e r n s 

d o m e s t i c - t o - d o m e s t i c c o m m u n i c a t i o n s u n d e r F I S A . 

W h y is t h e w i n d o w t o o s h o r t o n l y w h e n t h e p a r t y o n 

t h e o t h e r e n d h a p p e n s t o b e o u t s i d e t h e U n i t e d States? 

I n d e e d , t h e w i n d o w was inc reased f rom 2 4 to 7 2 h o u r s 

in t h e I n t e l l i g e n c e A u t h o r i z a t i o n A c t o f 2 0 0 2 . If t h e 

l o n g e r p e r i o d is still i n a d e q u a t e , w h y hasn ' t t h e a d m i n 

i s t ra t ion r e q u e s t e d a n o t h e r e x t e n s i o n f rom C o n g r e s s ? 

Finally, if t h e P r e s i d e n t t h o u g h t t h e l aw s h o u l d b e 

a m e n d e d to a u t h o r i z e war ran t l e s s d o m e s t i c surve i l lance , 

h e h a d a c o n v e n i e n t veh ic l e for t h a t p u r p o s e sho r t l y 

after 9 / 1 1 . T h a t ' s w h e n t h e P A T R I O T A c t was passed, 

substant ia l ly e n h a n c i n g t h e pres ident ' s a u t h o r i t y u n d e r 

F I S A a n d e x p a n d i n g his abil i ty t o c o n d u c t fo re ign i n t e l 

l i g e n c e surve i l lance . T h e P r e s i d e n t c o u l d have , b u t d id 

n o t , s eek n e w a u t h o r i t y for t h e N S A — a u t h o r i t y tha t h e 

has n o w d e c r e e d , uni lateral ly, w i t h o u t i n p u t f rom e i t h e r 

C o n g r e s s o r t h e c o u r t s . 

T h e a d m i n i s t r a t i o n m a y b e jus t i f ied in t a k i n g m e a s 

ures tha t in p r e - 9 / 1 1 t imes c o u l d b e seen as i n f r i n g e 

m e n t s o f civil l iber t ies . Af ter all, t h e fuzzy t e x t o f t h e 

F o u r t h A m e n d m e n t ( u n r e a s o n a b l e searches) a n d t h e 

Fifth A m e n d m e n t ( due process) leaves r o o m for e x c e p 

t i ons at t h e m a r g i n . B u t t h e execu t i ve b r a n c h c a n n o t , i n 

t h e face o f an express p r o h i b i t i o n by C o n g r e s s , u n i l a t e r 

ally set t h e ru les , e x e c u t e t h e ru les , a n d e l i m i n a t e o v e r 

s ight by t h e o t h e r b r a n c h e s . (|§) 
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R e v i e w e d b y R i c h a r d M . E b e l i n g 

' a r is always a v i o l e n t a n d 

b r u t a l affair. Its v e r y p u r p o s e 

is t o defea t " t h e e n e m y . " B u t a c e n -

JklilOIIKl tm^ ̂ uest*on
 l s : w n o * s t n e e n e m y ? 

B e f o r e t h e F r e n c h R e v o l u t i o n , t h e 

m o n a r c h i e s o f E u r o p e o f t e n 

ttiwc'Mtf^l a t t e m p t e d t o f o l l ow c e r t a i n " r u l e s 

• ° f w a r " t h a t c o u l d b e e x p e c t e d o f 

iSsS^S/KnmJtM g e n t l e m e n a n d m e m b e r s o f t h e 

ar is tocracy. B u t this c h a n g e d w i t h t h e n e w i d e o l o g y o f 

t h e F r e n c h r e v o l u t i o n a r i e s . T h e " n a t i o n " a n d " t h e p e o 

p l e " w e r e v i e w e d as o n e , a n d t h e g o v e r n m e n t r e p r e s e n t 

e d t h e wi l l o f b o t h . Al l w e r e e x p e c t e d t o se rve t h e s tate 

i n t i m e o f war , s ince e a c h i n d i v i d u a l was c o n s i d e r e d 

in sepa rab le f r o m t h e d e c l a r e d in teres ts o f t h e n a t i o n t o 

w h i c h h e b e l o n g e d . 

I n t h e s e c o n d ha l f o f t h e n i n e t e e n t h c e n t u r y t h e r e 

w e r e several a t t e m p t s t o d i s t i ngu i sh t h e c ivi l ian f r o m t h e 

mil i tary . A n u m b e r o f i n t e r n a t i o n a l c o n v e n t i o n s w e r e 

h e l d a m o n g t h e l e a d i n g n a t i o n s o f E u r o p e a n d N o r t h 

A m e r i c a t o codi fy a n e w set o f ru les o f war fa re . T h o s e 

ru les w e r e m e a n t t o specify t h e t r e a t m e n t n o t o n l y o f 

p r i s o n e r s o f war , b u t also o f civi l ians a n d n o n c o m b a t a n t s 

i n ba t t l e a n d u n d e r o c c u p a t i o n . 

T h o s e a t t e m p t s re f lec ted t h e classical- l iberal sp i r i t o f 

t h e t i m e , w h i c h r e c o g n i z e d t h a t h u m a n b e i n g s are n o t 

t h e p r o p e r t y o f t h e state. R a t h e r , e a c h i n d i v i d u a l has a n 

i n h e r e n t r i g h t t o his o w n life, l iber ty , a n d p r o p e r t y , 

w h i c h e v e n w a r s h o u l d n o t t r a m p l e o n e x c e p t u n d e r 

e x t r e m e w a r t i m e necessi ty. T h e lives a n d p r o p e r t y o f 

n o n c o m b a t a n t s w e r e t o b e r e s p e c t e d a n d left 

u n t o u c h e d . T h e w e a p o n s o f w a r s h o u l d b e a p p l i e d o n l y 

against t h e o p p o s i n g a rmy. C e r t a i n types o f war fa re t h a t 

c o u l d b e i n d i s c r i m i n a t e in its effect s h o u l d b e b a n n e d — 

for e x a m p l e , t h e d r o p p i n g o f b o m b s f r o m b a l l o o n s . 

W h e n e v e r poss ib le , m o n u m e n t s , m u s e u m s , a n d o t h e r 

n a t i o n a l t reasures s h o u l d n o t b e t a r g e t e d . 

O f c o u r s e , g o v e r n m e n t s n e v e r fully f o l l o w e d t h o s e 

ru les , e v e n in t h a t g o l d e n age o f classical l ibe ra l i sm 

be fo re 1 9 1 4 . A n d it was ce r t a in ly n e v e r p r a c t i c e d in 

conf l ic ts b e t w e e n t h e E u r o p e a n p o w e r s a n d t h e c o l o n i a l 

p e o p l e s t h e y c o n q u e r e d in Afr ica a n d Asia. N o n e t h e l e s s , 

it was a n idea l t h a t in p r i n c i p l e t h o s e g o v e r n m e n t s a n d 

t h e i r r ep resen ta t ives c l a i m e d t o be l i eve in a n d t r i e d at 

t i m e s t o follow. 

T h i s c h a n g e d w i t h t h e t w o W o r l d Wars o f t h e t w e n t i 

e t h cen tu ry . W i t h t h e rise o f co l lec t iv i sm t h e r e c a m e t h e 

age o f T o t a l W a r . T h e state c l a i m e d p o w e r a n d j u r i s d i c t i o n 

over e v e r y t h i n g u n d e r its pol i t ical con t ro l . T h e v e r y 

n o t i o n o f "c iv i l i an" a n d " n o n c o m b a t a n t " basically d i sap

p e a r e d f rom t h e l e x i c o n o f pol i t ics a n d warfare . C e r t a i n l y 

t h e to ta l i ta r ian r e g i m e s in Sovie t Russ i a , fascist Italy, a n d 

N a z i G e r m a n y n a t i o n a l i z e d t h e i r o w n ci t izens a n d 

v i e w e d all t hose in e n e m y c o u n t r i e s as fair g a m e . 

S l o w l y b u t sure ly t h e s a m e p rocess h a p p e n e d in G r e a t 

B r i t a i n a n d t h e U n i t e d Sta tes , a n d c a m e t o b e re f lec ted 

i n t h e i r w a r t i m e c o n d u c t in W o r l d W a r II . A . C . G r a y l i n g 

analyzes o n e aspec t o f this p roces s , t h e Al l i ed b o m b i n g 

s t ra teg ies agains t G e r m a n y a n d J a p a n , i n his r e c e n t b o o k , 

Among the Dead Cities. 

G e r m a n y ' s a e r i a l b o m b i n g s a n d d e s t r u c t i o n o f 

W a r s a w a n d R o t t e r d a m d u r i n g t h e first yea r o f t h e w a r 

w e r e r o u n d l y c o n d e m n e d b y t h e B r i t i s h a n d m a n y o t h e r 

g o v e r n m e n t s a r o u n d t h e w o r l d . B u t after t h e fall o f 

F r a n c e in J u n e 1 9 4 0 a n d t h e Ba t t l e o f B r i t a i n in t h e 

s u m m e r a n d a u t u m n o f tha t year , d u r i n g w h i c h t h e G e r 

m a n s b o m b e d L o n d o n , C o v e n t r y , a n d o t h e r ci t ies i n 

E n g l a n d , B r i t i s h s t ra tegy c h a n g e d . 

W a n t i n g t o t ake t h e w a r t o " t h e e n e m y " a n d dev i se a 

w a y t o f ight t h e G e r m a n s w h e n clear ly t h e B r i t i s h h a d 

n o w a y t o u n d e r t a k e a n invas ion o f t h e c o n t i n e n t , t h e 

" n e w t h i n k i n g " was t h a t t h e G e r m a n wi l l t o f ight c o u l d 

b e u n d e r m i n e d t h r o u g h c a r p e t b o m b i n g o f ci t ies a n d 

c ivi l ian areas. P a r t o f t h e r e a s o n for this a p p r o a c h was 

t h a t t h e B r i t i s h h a d n o w a y o f u n d e r t a k i n g p i n p o i n t 

b o m b i n g o f m i l i t a r y ta rge ts . To h i t a n y o f t h e s e r e q u i r e d 

t a r g e t i n g a l a rge r area i n w h i c h t h o s e m i l i t a r y a n d i n d u s 

t r ia l ins ta l la t ions m i g h t b e l o c a t e d . 

B y 1 9 4 3 t h e B r i t i s h h a d a n air force la rge e n o u g h t o 
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b e g i n full-scale d e s t r u c t i o n o f h u n d r e d s o f G e r m a n 

ci t ies . H a m b u r g , B e r l i n , a n d D r e s d e n w e r e o n l y t h r e e o f 

t h e m o s t r u i n e d ci t ies t h r o u g h o u t G e r m a n y . B y t h e e n d 

o f t h e war , s o m e w h e r e b e t w e e n 3 0 0 , 0 0 0 a n d 5 0 0 , 0 0 0 

G e r m a n s h a d b e e n k i l l ed f r o m b o m b i n g s , w i t h a n o t h e r 

7 8 0 , 0 0 0 w o u n d e d . 

T h e b o m b i n g s d i d n o t des t roy t h e wi l l o f t h e G e r 

m a n c iv i l ian p o p u l a t i o n t o f ight . I n d e e d , it m e r e l y 

r e i n f o r c e d t h e i r a n g e r a n d o p p o s i t i o n t o t h e All ies , j u s t 

as G e r m a n b o m b i n g s o f E n g l i s h ci t ies o n l y s t r e n g t h e n e d 

t h e reso lve o f t h e B r i t i s h t o f ight t h e G e r m a n s ear l ie r i n 

t h e war . Its o n l y resul t was t o kill u n a r m e d m e n , w o m e n , 

a n d c h i l d r e n , a n d des t roy c e n t u r i e s - o l d a r ch i t e c tu r a l a n d 

ar t is t ic a c h i e v e m e n t s . 

I n t h e E u r o p e a n t h e a t e r A m e r i c a n b o m b i n g s t ra tegy 

f o c u s e d o n m i l i t a r y - r e l a t e d ta rge ts t o u n d e r m i n e t h e 

G e r m a n abi l i ty t o f i g h t — a r m a m e n t s fac tor ies , oi l fields 

a n d re f iner ies , p o r t a n d ra i lway facilities. B u t i n t h e 

Pacif ic war , A m e r i c a n s t ra tegy c a m e t o b e t h e d e s t r u c 

t i o n o f J a p a n . 

J a p a n e s e m i l i t a r y casual t ies for t h e en t i r e w a r have 

b e e n e s t i m a t e d at 7 8 0 , 0 0 0 . B u t over 8 0 0 , 0 0 0 civil ians 

w e r e e i t h e r k i l l ed o r w o u n d e d d u r i n g A m e r i c a n fire 

b o m b i n g s o f J a p a n e s e ci t ies , w i t h t h e g rea tes t i n t e n s i t y 

o f t h e s e a t tacks c o m i n g in t h e last f ew m o n t h s o f t h e 

wa r . O v e r 8 5 , 0 0 0 p e o p l e w e r e k i l l ed in t h e fire b o m b 

i n g o f T o k y o o n t h e n i g h t o f M a r c h 9 - 1 0 , 1 9 4 5 . H a l f 

t h e b u i l t - u p areas in 6 6 J a p a n e s e cit ies w e r e des t royed . 

T h e t w o a t o m i c - b o m b a t tacks o n H i r o s h i m a a n d 

N a g a s a k i i n A u g u s t 1 9 4 5 k i l led 1 0 0 , 0 0 0 civi l ians. 

G r a y l i n g , i n his v e r y de t a i l ed a n d d i spass iona te a n a l y 

sis t r ies t o e x p l a i n t h e ra t iona les for c iv i l i an - focused area 

b o m b i n g s o f G e r m a n a n d J a p a n e s e ci t ies . T h e s e i n c l u d 

e d u n d e r m i n i n g t h e G e r m a n peop le ' s wi l l t o fight, t h e 

d e s t r u c t i o n o f G e r m a n y ' s abi l i ty t o w a g e war , a n d t h e 

d i v e r t i n g o f G e r m a n m i l i t a r y p e r s o n n e l a n d e q u i p m e n t 

f r o m t h e f ront l ines t o G e r m a n cit ies t o p r o t e c t t h e m 

f r o m aer ia l a t t ack . 

B u t w h a t h e s h o w s , b a s e d o n Al l i ed s tudies after t h e 

war , was t h a t t a r g e t i n g ci t ies a n d civi l ian p o p u l a t i o n s 

fai led t o a c h i e v e v i r t ua l ly a n y o f t h o s e goals . T h e m o r e 

f o c u s e d A m e r i c a n b o m b i n g o f m i l i t a r y targets i n t h e 

E u r o p e a n t h e a t e r was far m o r e effective in w e a k e n i n g 

t h e G e r m a n abi l i ty a n d reso lve t o f ight . 

B u t w h a t G r a y l i n g really w a n t s us t o p o n d e r is 

w h e t h e r c o u n t r i e s ded i ca t ed t o f r e e d o m can reconc i l e 

tha t ideal w i t h t h e use o f i nd i sc r imina t e a n d un re s t r a ined 

m e t h o d s o f warfare . E v e n if " t h e e n e m y " uses c rue l a n d 

ba rba r i c m e t h o d s t o fight us, shou ld w e n o t i m p o s e o n 

ourselves a h i g h e r s tandard o f c o n d u c t , r a the r t h a n t o s ink 

t o t h e level a n d t h e m e t h o d s o f those w e oppose? (f|) 
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R I C H A R D A. EPSTEIN u; "niversity o f C h i c a g o law p r o 

fessor R i c h a r d E p s t e i n has for 

several decades b e e n o n e o f A m e r i 

ca's f o r e m o s t e x p o n e n t s o f l ibe ra l 

i s m — i n t h e o ld sense o f t ha t w o r d . A 

scho la r w h o s e k n o w l e d g e o f t h e 

C o n s t i t u t i o n , u n d e r s t a n d i n g o f e c o 

n o m i c s , a n d grasp o f t h e v i r tues o f a 

free soc ie ty are a lmos t unpa ra l l e l ed , 

E p s t e i n b r i n g s his r e m a r k a b l e e r u d i t i o n t o b e a r h e r e o n 

a m a t t e r tha t is cen t ra l t o m o s t o f o u r c u r r e n t s o c i o 

e c o n o m i c t r o u b l e s — t h e d e m o l i t i o n o f t h e c o n s t i t u t i o n 

al res t ra ints o n g o v e r n m e n t a l p o w e r . W h i l e t h e b o o k is 

sho r t , it b o r e s in relent lessly t o e x p o s e t h e e r ro r s o f t h e 

Progress ive m i n d s e t a n d exp l i ca t e t h e S u p r e m e C o u r t 

cases tha t have d o n e so m u c h to b u r d e n us w i t h o u r 

h i g h l y a u t h o r i t a r i a n state. 

T h e d ramat i s p e r s o n a e o f t h e b o o k a ren ' t so m u c h 

i n d i v i d u a l jus t i ces ( a l t h o u g h w e d o l e a r n q u i t e a lo t 

a b o u t B r a n d e i s , F rankfur t e r , a n d o t h e r s w h o h e l p e d in 

t h e r e w r i t i n g p ro jec t ) as t h e y are t w o c o n t r a s t i n g legal 

m i n d s e t s . O n t h e o n e h a n d w e have t h e p h i l o s o p h y o f 

t h e " O l d C o u r t " — a j u r i s p r u d e n c e tha t was genera l ly 

favorable t o i nd iv idua l l iberty, p r i va t e p rope r ty , a n d f ree

d o m o f c o n t r a c t . It h e l d sway f r o m r o u g h l y t h e 1890s 

u n t i l t h e m i d - 1 9 3 0 s a n d k e p t p roposa l s for coe rc ive 

social e n g i n e e r i n g largely in c h e c k . O n t h e o t h e r h a n d , 

w e have t h e " P r o g r e s s i v e " ph i lo sophy , w h i c h r e j ec ted t h e 

laissez-faire a p p r o a c h o f t r u e l ibera l i sm in favor o f a vast 

e x p a n s i o n o f g o v e r n m e n t p o w e r t o r e shape society, 

m a k i n g it s u p p o s e d l y m o r e fair a n d equa l . 
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L o o k i n g t o legis la tures t o a c c o m p l i s h t h o s e goals , 

P rogress ive j u r i s t s a d o p t e d a s t ance o f e x t r e m e d e f e r e n c e 

t o w a r d t h e m b y g i v i n g v a r i o u s clauses o f t h e C o n s t i t u 

t i o n " e x p a n s i v e " r ead ings tha t , E p s t e i n a rgues , c e r t a in ly 

d i d n o t c o m p o r t w i t h t h e i n t e n t i o n s o f t h e F o u n d e r s . S o 

ins i s ten t w e r e t h e Progress ives o n a l l o w i n g g o v e r n m e n t 

t o act i n a n y w a y t h a t m i g h t a d v a n c e t h e i r a g e n d a t h a t 

t h e y w e r e w i l l i n g t o p e r m i t i n f r i n g e m e n t s o n w h a t 

w o u l d n o w b e r e g a r d e d as sacred " c i v i l " l ibe r t i e s . J u s t i c e 

F rank fu r t e r , E p s t e i n w r i t e s , " w a s p r e p a r e d t o stifle e v e n 

m e r i t o r i o u s c la ims o f l i b e r t y t o s u p p o r t his o v e r a r c h i n g 

p r o g r a m for t h e m a j o r e c o n o m i c issues o f t h e day." 

F o r e x a m p l e , i n Minersville School District, F r a n k f u r t e r 

a n d his allies u p h e l d t h e p o w e r o f t h e state t o c o m p e l 

m e m b e r s o f t h e J e h o v a h ' s W i t n e s s r e l i g i o n t o p l e d g e 

a l l eg iance t o t h e flag de sp i t e t h e i r c o n t r a r y bel iefs . 

F rankfu r t e r ' s c e n t r a l a r g u m e n t was t h a t " t h e u l t i m a t e 

f o u n d a t i o n o f a free soc i e ty is t h e b i n d i n g t ie o f c o h e 

sive s e n t i m e n t . " If that 's t r u e , t h e n a h o r r i f y i n g a r ray o f 

g o v e r n m e n t e n a c t m e n t s is c o n s t i t u t i o n a l l y p e r m i s s i b l e . 

T h e Progress ives m o s t f a m o u s l y r e w r o t e t h e C o n s t i 

t u t i o n t o suit t h e i r l i k i n g w i t h r e spec t t o e c o n o m i c l i b 

er t ies a n d p r o p e r t y r i gh t s . W h e r e t h e O l d C o u r t h a d 

gene ra l l y u p h e l d e c o n o m i c l iber t ies a n d p r o p e r t y r i gh t s 

aga ins t g o v e r n m e n t e n c r o a c h m e n t , t h e Progress ives 

w e r e at bes t ind i f fe ren t if n o t hos t i l e t o w a r d t h o s e c o n 

cep t s , as t h e y c o l l i d e d w i t h t h e i r v i s i o n o f a h i g h l y r e g 

u l a t ed , ega l i t a r i an society. W i t h g lee t h e y a b a n d o n e d 

p r e c e d e n t s s u c h as Lochner v. New York ( inva l ida t ing m a x -

i m u m - h o u r s - o f - w o r k leg is la t ion) a n d Adair v. U.S. 

( inva l ida t ing m a n d a t o r y co l lec t ive b a r g a i n i n g ) t o c lear 

t h e p a t h for g o v e r n m e n t c o n t r o l . T h o s e r e w r i t i n g s , 

E p s t e i n d e m o n s t r a t e s , w e r e p r e m i s e d o n t h e be l i e f t h a t 

an e c o n o m y r o o t e d in " o u t m o d e d " laissez-faire c o n c e p t s 

was atavist ic a n d un fa i r t o t h e p o o r . H e t h e n dr ives a 

s take t h r o u g h t h e h e a r t o f t h a t p o s i t i o n b y c i t i n g s ta t is 

tics o n w a g e s a n d h o u r s . P r i o r t o t h e Progress ive a s c e n 

dancy, real w a g e s h a d b e e n s teadi ly r i s i ng w h i l e average 

h o u r s o f w o r k d e c l i n e d . T h e o l d s o c i o e c o n o m i c sys t em 

t h e Progress ives d e t h r o n e d w o r k e d far b e t t e r t h a n t h e 

s t a t e - c o n t r o l l e d o n e t h e y des i red . 

T h r o u g h o u t t h e b o o k E p s t e i n w r i t e s i n a l uc id , p r o 

fessorial m a n n e r , b u t s o m e t i m e s his pa s s iona t e disl ike o f 

a u t h o r i t a r i a n i s m s h o w s c lear ly t h r o u g h . T h a t is e spec ia l 

ly t r u e in his d i scuss ion o f t h e S u p r e m e C o u r t ' s r e c e n t 

Kelo d e c i s i o n , u p h o l d i n g se izu re o f a w o m a n ' s h o u s e 

b e c a u s e r e d e v e l o p m e n t m i g h t e n h a n c e t ax co l l e c t i ons . 

E p s t e i n w r i t e s , " T h e c r u s h i n g defeat i n Kelo is a disaster 

for t h e o r d i n a r y p e o p l e w h o n o w s t a n d t o b e t h r o w n 

u n c e r e m o n i o u s l y o u t o f t h e i r h o m e s . B u t , m o r e t h a n 

a n y a c a d e m i c w r i t i n g c o u l d , it m a y e x p o s e t h e d a n g e r 

o u s s ide o f t h e b i g - g o v e r n m e n t p o s i t i o n t h a t is t h e ha l l 

m a r k o f P r o g r e s s i v e t h o u g h t . " T h a t ' s r i g h t — t h e 

Progress ive r e v o l u t i o n is still w i t h us , s o m e 7 0 years after 

its in i t ia l t r i u m p h s . 

Eps te in ' s case agains t P rog re s s iv i sm is o v e r p o w e r i n g . 

B u t isn ' t it q u i x o t i c t o l a u n c h a n a t t ack agains t so s t r o n g 

a r e d o u b t ? H e answers t h a t at least s o m e o f t h e c o n s t i 

t u t i o n a l e r r o r s o f t h e Progress ives c o u l d b e o v e r t u r n e d , 

w r i t i n g , " [ A ] c c e p t a n c e o f c h a n g e s h o u l d n e v e r b e c o n 

fused w i t h t h e m i s t a k e n b e l i e f t h a t l o n g usage r e n d e r s it 

necessa r i ly i m m u n e f r o m r a t i ona l c r i t i c i sm a n d c o n s t i t u 

t i o n a l c h a n g e ; for if t h a t w e r e t h e case, t h e n t h e d o c t r i n e 

o f ' s e p a r a t e - b u t - e q u a l ' a n n o u n c e d in 1 8 9 6 i n Plessy v. 

Ferguson w o u l d have b e e n a f f i rmed, n o t o v e r t u r n e d 5 8 

years la ter i n Brown v. Board of Education." True. 

R i c h a r d E p s t e i n is l ay ing b o t h a c o n s t i t u t i o n a l a n d 

fac tual f o u n d a t i o n for a n e v e n t u a l a b o u t - f a c e o n t h e 

Progress ive r e w r i t i n g o f t h e C o n s t i t u t i o n . If t h a t h a p p y 

day ever c o m e s , his w o r k wi l l u n d o u b t e d l y b e a g u i d i n g 

l igh t . (§) 
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Yale University Press • 2005 • 320 pages • $28 

Rev iewed by Jane S. Shaw 

In r e c e n t years several e n v i r o n 

m e n t a l ac t iv is t s h a v e r e v e a l e d 

d r a m a t i c c h a n g e s i n t h e i r v i e w s 

a b o u t e n v i r o n m e n t a l issues. P a t r i c k 

M o o r e c o n f r o n t e d hos t i l e ships a n d 

g o v e r n m e n t s as h e sailed t h e seas in 

t h e Rainbow Warrior as a f o u n d e r o f 

G r e e n p e a c e , b u t t o d a y h e cha rges 

his f o r m e r co l l eagues w i t h " e v e r -
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i n c r e a s i n g e x t r e m i s m . " B j o r n L o m b o r g , a c o l l e g e 

i n s t r u c t o r a n d G r e e n p e a c e m e m b e r , o n c e a s s u m e d t h a t 

a p o c a l y p t i c e n v i r o n m e n t a l p r e d i c t i o n s w e r e c o r r e c t , b u t 

after h e s t u d i e d t h e facts h e c o n c l u d e d tha t " t h i n g s are 

g e t t i n g be t t e r . " N o w D a v i d S c h o e n b r o d , f o r m e r l y a n 

a t t o r n e y w i t h t h e l i t ig ious e n v i r o n m e n t a l g r o u p N a t u r 

al R e s o u r c e s D e f e n s e C o u n c i l ( N R D C ) , exp la ins h o w 

his ideas a b o u t e n v i r o n m e n t a l r e g u l a t i o n d e p a r t f r o m 

w h a t t h e y w e r e w h e n h e was (in his w o r d s ) a " p r o p e r 

l i b e r a l " a n d m o v e d i n " e l i t e e n v i r o n m e n t a l circles." 

S c h o e n b r o d ' s m e t a m o r p h o s i s has b e e n g o i n g o n for 

a b o u t a q u a r t e r o f a c e n t u r y . As a n e n v i r o n m e n t a l l i t iga

t o r w i t h N R D C , his goa l was t o p res su re t h e E n v i r o n 

m e n t a l P r o t e c t i o n A g e n c y (EPA) t o force p o l l u t e r s t o 

c l ean u p . Today, h e takes a di f ferent v iew, w h i c h c a n b e 

s u m m e d u p w i t h t w o s t a t e m e n t s . O n e is t h a t p o l l u t i o n 

c o n t r o l s h o u l d b e a s tate a n d loca l , r a t h e r t h a n n a t i o n a l , 

issue. T h e s e c o n d is t h a t legislat ive b o d i e s ( such as C o n 

gress) s h o u l d m a k e t h e ru les a n d r e g u l a t i o n s a b o u t p o l 

l u t i o n , r a t h e r t h a n leave t h e m u p t o b u r e a u c r a t i c 

a g e n c i e s s u c h as t h e E P A . 

Firs t , S c h o e n b r o d sees t h e issue as a c o n s t i t u t i o n a l 

o n e . H e a rgues t h a t C o n g r e s s s h o u l d o n l y r e g u l a t e i n t e r 

s tate p o l l u t i o n , a n d h e p o i n t s o u t t h a t m o s t p o l l u t i o n is 

loca l . W h e r e n a t i o n a l ru les are a p p r o p r i a t e , h e a rgues 

t h a t C o n g r e s s , n o t t h e E P A , s h o u l d b e m a k i n g t h e m . Y e t 

EPA' s r e a m s o f r e g u l a t i o n s d e v e l o p e d o u t s i d e t h e l e g 

islative p roces s a m o u n t t o laws. " W h e n I b e c a m e a n 

e n v i r o n m e n t a l a d v o c a t e , " h e w r i t e s , " I r e g a r d e d q u e s 

t i o n s a b o u t t h e c o n s t i t u t i o n a l i t y o f t h e EPA's p o w e r as 

t h e last r e fuge o f p o l l u t e r s , a n d I l i t iga ted accord ing ly . 

. . . E x p e r i e n c e has s ince t a u g h t m e t h a t t h o s e c o n s t i t u 

t i o n a l ideals are t h e safest r o a d t o t h e p u b l i c in te res t , 

i n c l u d i n g t h e publ ic ' s d e e p l y felt i n t e res t i n a c l ean 

e a r t h . " 

A l t h o u g h this b o o k is S c h o e n b r o d ' s t h i r d in d e a l i n g 

w i t h t h e ro l e o f g o v e r n m e n t , it is t h e first i n w h i c h h e 

shares his p e r s o n a l e x p e r i e n c e s as his ideas c h a n g e d . H e 

w r i t e s i n a c o n v e r s a t i o n a l w a y t o m a k e t h e b o o k a p p e a l 

i n g t o t h e nonspec i a l i s t . 

T h e resul t is s o m e t h i n g o f a n o d d m i x t u r e . S o m e 

e n g r o s s i n g c h a p t e r s r e c o u n t t h e s i tua t ions t h a t l ed h i m 

t o b e c o m e less elitist a n d m o r e realist ic. O t h e r c h a p t e r s 

are m o r e abs t rac t o r t e c h n i c a l , s o m e t i m e s d i scuss ing a 

p a r t i c u l a r e n v i r o n m e n t a l issue, s u c h as t h e d a n g e r s o f 

T H E F R E E M A N : I d e a s o n L i b e r t y 

pes t ic ides , a n d s o m e t i m e s d iscuss ing c o n s t i t u t i o n a l h i s 

tory. S o m e are d o w n r i g h t " w o n k i s h . " 

O n t h e p e r s o n a l side w e l e a r n tha t b u y i n g an a b a n 

d o n e d f a r m in ups t a t e N e w Y o r k in t h e m i d - 1 9 7 0 s 

c a u s e d h i m to r e t h i n k e n v i r o n m e n t a l i s m . H i s n e i g h b o r , 

a logger , app rec i a t ed t h e forests a r o u n d t h e m a n d k n e w a 

lo t m o r e a b o u t t h e forest t h a n m o s t o f S c h o e n b r o d ' s c o l 

leagues . " I n t h e el i te e n v i r o n m e n t a l circles I c a m e f rom, 

it was n e v e r a s s u m e d tha t loggers c o u l d l o o k at a forest 

a n d see a n y t h i n g b u t a c o m m o d i t y , " w r i t e s S c h o e n b r o d . 

I also a p p r e c i a t e d his d e s c r i p t i o n o f t h e mess tha t t h e 

E P A - i m p o s e d c l e a n u p o f P C B s wi l l m a k e i n t h e H u d 

s o n R i v e r . O n a m o r e in te l l ec tua l level , S c h o e n b r o d d i s 

cusses t h e g r a d u a l shift o f p o w e r f r o m local c o m m u n i t i e s 

t o t h e federal g o v e r n m e n t d u r i n g t h e Progress ive Era . 

T h i s was s p u r r e d b y t h e e m e r g i n g " n a t i o n a l class" o f 

soph i s t i c a t ed Ivy L e a g u e - e d u c a t e d e x p e r t s . 

W h y does a p e r s o n l ike S c h o e n b r o d c h a n g e his 

v iews? T h e r e m a y b e m a n y reasons , b u t p e r h a p s t h e m o s t 

i m p o r t a n t o n e h e r e is t ha t S c h o e n b r o d was n e v e r c a p 

t u r e d b y t h e e n v i r o n m e n t a l m o v e m e n t , m e a n i n g tha t h e 

was u n w i l l i n g t o p u t t h e success o f t h e m o v e m e n t 

b e f o r e t h e facts. I n d e e d , h e j o i n e d N R D C b e c a u s e o f 

humanitarian c o n c e r n s . H e was a c o m m u n i t y - d e v e l o p 

m e n t w o r k e r in t h e p o v e r t y - r i d d e n B e d f o r d - S t u y v e s a n t 

area o f B r o o k l y n a n d saw e n v i r o n m e n t a l c l e a n u p as a 

w a y o f i m p r o v i n g t h e s u r r o u n d i n g s . W h e n S c h o e n b r o d 

b e c a m e c o n v i n c e d t h a t l ead f r o m gaso l ine was p u s h i n g 

u p l ead levels i n t h e b l o o d o f p o o r c h i l d r e n in N e w Y o r k 

Ci ty , h e t r i e d t o ge t t h e lead o u t o f gasol ine . T h e diffi

cu l ty o f t h e task (it was n o t ac tual ly a c c o m p l i s h e d un t i l 

t h e m i d - 1 9 8 0 s ) led h i m to r e t h i n k e n v i r o n m e n t a l a d v o 

cacy as a profess ion for h i m s e l f and , m o r e p ro found ly , t o 

r e c o n s i d e r t h e ro le o f t h e C o n g r e s s a n d t h e E P A . T h a t 

h e d id as a l aw professor b e g i n n i n g in 1 9 7 9 . 

S c h o e n b r o d has p u t t o g e t h e r his t h o u g h t s a n d his 

b a c k g r o u n d in a r eadab le a l t h o u g h u n e v e n b o o k . W e can 

l e a r n a lo t f rom h i m o n t h e d e m e r i t s o f o u r c u r r e n t 

e n v i r o n m e n t a l r e g u l a t i o n pol ic ies . @ 

Jane Shaw (shaw@perc.org) is a senior fellow of PERC, the Property and 
Environment Research Center in Bozeman, Montana. 
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The Quotable Mises 
Edited by Mark Thornton 

Ludwig von Mises Institute • 2005 • 333 pages • $20.00 

Rev iewed by Wil l iam H . Peterson 

E v e r y o n e ca r r i e s a p a r t o f s o c i 

e ty o n his s h o u l d e r s ; n o o n e 

is r e l i eved o f his share o f r e s p o n s i 

b i l i ty b y o t h e r s . A n d n o o n e c a n 

f ind a safe w a y for h i m s e l f if s o c i e 

ty is s w e e p i n g t o w a r d s d e s t r u c t i o n . 

T h e r e f o r e e v e r y o n e , i n his o w n 

in te res t s , m u s t t h r u s t h i m s e l f v i g o r 

ous ly i n t o t h e i n t e l l ec tua l ba t t l e . 

N o n e c a n s t a n d aside w i t h u n c o n c e r n : t h e in teres ts o f 

e v e r y o n e h a n g o n t h e resul t . W h e t h e r h e c h o o s e s o r n o t , 

e v e r y m a n is d r a w n i n t o t h e g rea t h i s to r i ca l s t rugg le , t h e 

decis ive ba t t l e i n w h i c h t h e e p o c h has p l u n g e d us . " 

I c h o s e this M i s e s q u o t a t i o n for its pe r suas ive p r e 

s c i ence o f O r w e l l i a n th ings t o c o m e a n d for its i n d i v i d 

ualis t ic appea l . It bea r s o n this r e m a r k a b l e b o o k o f 

q u o t a t i o n s f r o m t h e vast w o r k o f L u d w i g v o n M i s e s 

( 1 8 8 1 - 1 9 7 3 ) , e v e n t h o u g h t h e q u o t a t i o n i tself is n o t 

i n c l u d e d in this p a r t i c u l a r c o l l e c t i o n . (It is f r o m t h e c o n 

c l u d i n g c h a p t e r i n his classic Socialism, p u b l i s h e d in 

1922 . ) B u t as e d i t o r M a r k T h o r n t o n says in his i n t r o 

d u c t i o n , h e a n d his t e a m m a t e s , i n c l u d i n g T h o m a s 

D i L o r e n z o , M a r t i n G a r f m k e l , C.J. M a l o n e y , B . K . M a r 

cus , R i c h a r d Per ry , a n d Jeffrey T u c k e r , w e r e t h e m s e l v e s 

u n a b l e t o i n c l u d e all o f t h e i r o w n favor i tes . P i c k i n g t h e 

bes t q u o t a t i o n s o f M i s e s is a lo t l ike p i c k i n g t h e bes t 

l ines f r o m S h a k e s p e a r e . 

B e t t i n a B i e n Greaves , a w o r l d a u t h o r i t y o n t h e life o f 

Mise s a n d s o m e o n e we l l k n o w n t o readers o f The Free

man, calls t h e b o o k " A th r i l l i ng p ro jec t , a t h o r o u g h j o b , 

a n d a m a r v e l o u s resul t . Tlie Quotable Mises p e r f o r m s a 

g rea t serv ice ." I a g r e e w h o l e h e a r t e d l y a n d h o p e t h e b o o k 

wi l l r e i n v i g o r a t e in te res t i n t h e t h o u g h t o f this g rea t 

d e f e n d e r o f i n d iv id u a l l iberty. M o r e p e o p l e wi l l w a n t t o 

tack le Human Action, Socialism, a n d o t h e r i m p o s i n g w o r k s 

o n c e t h e y have s e e n s o m e o f t h e m a g n i f i c e n t q u o t a t i o n s . 

I n The Quotable Mises, s o m e 1,400 q u o t a t i o n s a n d 

t h e i r c i t a t ions are p u t i n t o a b o u t 1 5 0 c a t e g o r i e s r a n g i n g 

f r o m " A c t i o n " t o " Y o u t h . " T h i s o r g a n i z a t i o n m a k e s it 

easy for a n y o n e w h o w a n t s a g o o d q u o t a t i o n o n a s u b 

j e c t t o q u i c k l y f ind o n e . T h a t wi l l b e useful t o p e o p l e 

w h e t h e r t h e y ' r e w r i t i n g a p a p e r o r t r y i n g t o c l i n c h a n 

a r g u m e n t . 

A smal l s a m p l i n g : 

S o m e g e m s f r o m " I d e a s " i n c l u d e : " O n l y ideas c a n 

o v e r c o m e ideas ." " I n a ba t t l e b e t w e e n force a n d an idea , 

t h e la t te r always prevai ls ." " G r e a t conf l ic ts o f ideas m u s t 

b e so lved b y s t ra igh t a n d f rank m e t h o d s ; t h e y c a n n o t b e 

so lved b y artifices a n d makesh i f t s . " " W e m u s t f ight all 

t h a t w e disl ike in p u b l i c life. W e m u s t s u b s t i t u t e b e t t e r 

ideas for w r o n g ideas . W e m u s t re fu te t h e d o c t r i n e s t h a t 

p r o m o t e u n i o n v i o l e n c e . " 

U n d e r " R e a s o n " w e f ind: "Life a n d rea l i ty are n e i t h e r 

log ica l n o r i l logical ; t h e y are s i m p l y g ivens . " " M a n has 

o n l y o n e t o o l t o f ight e r r o r : r e a son . M a n uses r ea son in 

o r d e r t o c h o o s e b e t w e e n t h e i n c o m p a t i b l e sat isfact ions 

o f con f l i c t i ng desires ." " T h e p r o o f o f a t h e o r y is i n its 

r e a s o n i n g , n o t i n its s p o n s o r s h i p . " " R e a s o n is t h e m a i n 

r e s o u r c e o f m a n in his s t rugg l e for surviva l . " 

S o m e p i t h y q u o t e s f r o m t h e h e a d i n g o f " S t a t e " 

i n c l u d e : " T h e w h o l e o f m a n k i n d ' s p rog res s has h a d t o b e 

a c h i e v e d against t h e res i s tance a n d o p p o s i t i o n o f t h e 

s tate a n d its p o w e r o f c o e r c i o n . " " I t is cha rac t e r i s t i c o f 

c u r r e n t po l i t i ca l t h i n k i n g t o w e l c o m e e v e r y s u g g e s t i o n 

w h i c h a ims at e n l a r g i n g t h e i n f l u e n c e o f g o v e r n m e n t . " 

"Apres nous le deluge [After us , t h e d e l u g e ] is a n o l d 

m a x i m o f g o v e r n m e n t . " 

U n d e r " W a r a n d P e a c e " I c a n n o t resist th is : " W h a t 

basis for w a r c o u l d t h e r e still b e , o n c e all p e o p l e s h a d 

b e e n set f ree?" 

S o it g o e s — a q u o t e - b y - q u o t e p a n o r a m a o f a b e a u t i 

ful m i n d in a c t i o n . M i s e s always e n d e a v o r e d t o f ind ways 

o f a c h i e v i n g a n d m a i n t a i n i n g f r e e d o m agains t t h e fo r 

m i d a b l e o d d s o f c o e r c i v e g o v e r n m e n t , a r m e d b y m a j o r i -

t a r i a n i s m a n d r u n n i n g a vast w e l f a r e - w a r f a r e state. Mi se s 

saw t h a t it is t h e i n d i v i d u a l i n a free soc ie ty w h o r e p r e 

sents t h e u l t i m a t e i n s e l f - g o v e r n m e n t : a o n e - p e r s o n g o v 

e r n m e n t o f t h e self, free t o d o w h a t e v e r h e wil ls 

p r o v i d e d h e d o e s n o t v io l a t e t h e e q u a l f r e e d o m o f o t h 

ers . T h e w o r l d w i l l b e a far, far b e t t e r p l ace if it ever 

a d o p t s t h e w i s d o m o f this p r o f o u n d t h i n k e r . 

To b o r r o w t h e ap t c lo s ing w o r d f r o m M r . T h o r n t o n ' s 

i n t r o d u c t i o n : "En joy . " (f?) 

William Peterson (WHPeterson@aol.com), who earned his doctorate under 
Ludwig von Mises in 1952, is the winner of the 2005 Schlarbaum Prize 
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Mises Institute. 
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Capital Letters 

What Did F D R Know? 
D i d P r e s i d e n t R o o s e v e l t k n o w in a d v a n c e tha t t h e 

J a p a n e s e w e r e p l a n n i n g t o a t t ack t h e U . S . fleet at Pear l 

H a r b o r o n D e c e m b e r 7 , 1941? O r d i d Japan ' s " u n p r o 

v o k e d a n d das t a rd ly" a t t ack o n a peacefu l U n i t e d States 

t ake F D R c o m p l e t e l y by surpr i se? S p e c u l a t i o n o n t h o s e 

q u e s t i o n s has n o w b e e n rife for g e n e r a t i o n s . 

R o b e r t H i g g s ( " H o w U . S . E c o n o m i c War fa re P r o 

v o k e d Japan ' s A t t a c k o n Pear l H a r b o r , " M a y 2 0 0 6 ) goes 

a l o n g w a y t o w a r d p r o v i d i n g answers . T h e r e is n o d o u b t 

t h a t P r e s i d e n t R o o s e v e l t was a n x i o u s t o h e l p E n g l a n d in 

h e r s t rugg l e agains t H i t l e r a n d N a z i s m , a n d t h e U n i t e d 

Sta tes was assist ing t h e B r i t i s h in m a n y ways . A t t h e s a m e 

t i m e , F D R was a s s u r i n g t h e A m e r i c a n p u b l i c tha t h e 

w o u l d not s e n d U . S . b o y s t o fight overseas " e x c e p t in 

case o f a t t ack ." 

U . S . c r y p t o g r a p h e r s h a d b r o k e n t h e J a p a n e s e d i p l o 

m a t i c c o d e a n d t h u s w e r e p r i v y t o many , b u t b y n o 

m e a n s all, o f Japan ' s secre ts . It was a p p a r e n t t h a t t h e 

J a p a n e s e w e r e p l a n n i n g s o m e aggressive a c t i o n , b u t p r e 

cisely w h e n o r w h e r e w a s n ' t e v i d e n t . 

W h e n H i g g s says W a s h i n g t o n knew t h a t Japan ' s efforts 

t o s e c u r e r a w ma te r i a l s f r o m t h e S o u t h Seas w o u l d 

i nvo lve Pear l H a r b o r specifically, h e goes t o o far. I n m a k 

i n g this c h a r g e , h e relies o n R o b e r t S t inne t t ' s Day of 

Deceit: The Truth about FDR and Pearl Harbor, w h i c h is 

b a s e d o n m a n y d o c u m e n t s , o b t a i n e d u n d e r t h e F r e e d o m 

o f I n f o r m a t i o n A c t , t h a t h e c l a i m e d w e r e i n t e r c e p t e d 

p r e - a t t a c k a n d t h a t specifically n a m e d H a w a i i a n d Pear l 

H a r b o r as i n t e n d e d J a p a n e s e ta rge ts . Yet s u c h k n o w l e d g e 

was n o t e v i d e n t b y t h e ac t i ons o f R o o s e v e l t a n d o t h e r s 

i n his a d m i n i s t r a t i o n . M o r e o v e r , t h e Pear l H a r b o r c o m 

m a n d e r s w e r e n e v e r adv ised , a l l o w i n g t h e a t t ack t o p r o 

c e e d w i t h o u t res i s tance a n d m a k i n g it all t h e m o r e 

devas t a t ing . S t i n n e t t c o n s i d e r e d W a s h i n g t o n ' s s t ra tegy in 

p r o v o k i n g t h e a t t ack we l l jus t i f i ed b e c a u s e o f t h e N a z i 

t h rea t . 

W h e t h e r o r n o t F D R was s u r p r i s e d b y t h e J a p a n e s e 

a t t ack o n Pear l H a r b o r is o n e q u e s t i o n . B u t p e r h a p s a 

m o r e i m p o r t a n t q u e s t i o n c o n c e r n s t h e e th ics o f his 

s trategy. Was h e a " w o r l d s av io r " for h a v i n g en l i s t ed t h e 

U n i t e d States in t h e c r u s a d e against N a z i s m ? O r was h e 

a " t r a i t o r " for h a v i n g p r o v o k e d an a t t ack o n t h e c o u n t r y 

b y a fo re ign n a t i o n ? 

— B E T T I N A B I E N G R E A V E S 

hbgreaves@aol.com 

Robert Higgs replies: 
N o s h o r t rep ly can d o j u s t i c e t o t h e c o m m e n t by m y 

f r i end B e t t i n a Greaves , b u t p e r h a p s I c an clarify s o m e 

p o i n t s . 

First , in m y ar t ic le I a i m e d to s h o w h o w t h e U . S . g o v 

e r n m e n t t o o k a series o f ac t ions t o p u t Japan 's e c o n o m y 

in a s t r ang l eho ld , k n o w i n g full wel l t ha t t h e J a p a n e s e 

m i g h t r e s p o n d to t hese ac t ions mil i tar i ly. 

S e c o n d , I d id n o t seek t o resolve t h e h o a r y q u e s t i o n 

o f exac t ly w h a t F r a n k l i n D . R o o s e v e l t k n e w a n d e x a c t 

ly w h e n h e k n e w it. I re l ied o n R o b e r t S t inne t t ' s Day of 

Deceit b e c a u s e it c o n t a i n s a large b o d y o f n e w e v i d e n c e 

b e a r i n g o n this p o i n t a n d re la ted o n e s . I h i g h l y r e c o m 

m e n d tha t readers abso rb tha t e v i d e n c e a n d reach the i r 

o w n c o n c l u s i o n s . 

E v e n if R o o s e v e l t h i m s e l f d i d n o t k n o w for ce r t a in 

o n D e c e m b e r 6 o r ear l ier t ha t a J a p a n e s e a t tack force 

was h e a d i n g for H a w a i i , his t o p mi l i t a ry c o m m a n d e r s in 

W a s h i n g t o n h a d sol id reasons , ba sed o n i n t e r c e p t e d 

J a p a n e s e r ad io messages , t o e x p e c t an a t tack t he r e . P e r 

haps t h e y w i t h h e l d tha t i n f o r m a t i o n f rom t h e P re s iden t , 

b u t I d o u b t v e r y m u c h tha t t h e y d id so. Still, t o m y 

k n o w l e d g e , n o s m o k i n g g u n d i rec t ly impl ica tes R o o 

sevelt i n ce r t a in k n o w l e d g e tha t t h e J a p a n e s e w o u l d 

a t t ack Pear l H a r b o r o n D e c e m b e r 7. 

W e s h o u l d n o t a l low this pa r t i cu l a r a m b i g u i t y in o u r 

h i s to r i ca l facts t o d iver t us , h o w e v e r , f rom an a p p r e c i a 

t i o n o f t h e b i g g e r p i c tu r e . T h e R o o s e v e l t a d m i n i s t r a t i o n 

t o o k a ser ies o f de l ibe ra te ly p rovoca t ive ac t ions against 

J a p a n , k n o w i n g t h a t t h e J a p a n e s e m i g h t a t t ack in 

r e s p o n s e a n d k n o w i n g t h e poss ib le targets o f s u c h a n 

a t tack , i n c l u d i n g H a w a i i . T h a t t h e e v e n t u a l a t t ack d id 

i n c l u d e Pear l H a r b o r , a l o n g w i t h m a n y o t h e r p laces in 

t h e Pacific a n d sou theas t Asia, c o u l d n o t have c o m e as a 

c o m p l e t e su rp r i s e to F D R a n d his t o p c o m m a n d e r s . 
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The Pursuit of Happiness 

Economics for the Citizen: Part V 
B Y W A L T E R E , W I L L I A M S 

We're all grossly i g n o r a n t a b o u t m o s t t h i n g s 

t h a t w e use a n d e n c o u n t e r i n o u r dai ly lives, 

b u t e a c h o f us is k n o w l e d g e a b l e a b o u t tiny, 

re la t ively i n c o n s e q u e n t i a l t h i n g s . F o r e x a m p l e , a b a k e r 

m i g h t b e t h e bes t b a k e r in t o w n , b u t he 's grossly i g n o 

r a n t a b o u t v i r tua l ly all t h e i n p u t s t h a t a l l ow h i m t o b e 

t h e bes t bake r . W h a t is h e l ikely t o k n o w a b o u t w h a t 

goes i n t o t h e p r o c e s s i n g o f t h e n a t u r a l gas t h a t fuels his 

oven? F o r t h a t m a t t e r , w h a t d o e s h e k n o w a b o u t t h e 

m e t a l l u r g y i n v o l v e d in o v e n m a n u f a c t u r e ? T h e n t h e r e 

are all t h e i n g r e d i e n t s h e u se s—f lou r , sugar, yeast , v a n i l 

la, a n d m i l k . Is h e l ikely t o k n o w h o w t o g r o w w h e a t 

a n d sugar a n d h o w t o p r o t e c t t h e c r o p f r o m diseases a n d 

pests? W h a t is h e l ikely t o k n o w a b o u t vani l la e x t r a c t i o n 

a n d yeast p r o d u c t i o n ? Jus t as i m p o r t a n t is t h e q u e s t i o n 

h o w d o all t h e p e o p l e w h o p r o d u c e a n d de l iver all t h e s e 

i t e m s k n o w w h a t h e n e e d s a n d w h e n h e n e e d s t h e m ? 

T h e r e are l i te ra l ly m i l l i o n s o f p e o p l e c o o p e r a t i n g 

a n o n y m o u s l y w i t h o n e a n o t h e r t o e n s u r e t h a t t h e b a k e r 

has all t h e n e c e s s a r y i n p u t s . 

It's t h e m i r a c l e o f t h e m a r k e t a n d p r i c e s t h a t gets t h e 

j o b d o n e so efficiently. W h a t ' s ca l led t h e m a r k e t is s i m 

p ly a c o l l e c t i o n o f mi l l i ons u p o n m i l l i o n s o f i n d e p e n d 

e n t d e c i s i o n - m a k e r s n o t o n l y in A m e r i c a b u t a r o u n d t h e 

w o r l d . W h o o r w h a t c o o r d i n a t e s t h e act ivi t ies all o f t h e s e 

p e o p l e ? R e s t assured it's n o t a b a k e r y czar. 

T h e r e are a n u m b e r o f ways t o a l loca te g o o d s a n d 

s e r v i c e s — d e c i d i n g t h e w h o , w h a t , h o w , a n d w h e n o f 

p r o d u c t i o n a n d c o n s u m p t i o n . T h e y i n c l u d e : f i r s t - c o m e -

f i rs t - served, gifts, v i o l e n c e , d i c t a t o r s h i p , o r l o t t e r i e s . 

W h e n it's t h e p r i c e m e c h a n i s m t h a t p e r f o r m s t h e a l l o 

c a t i o n f u n c t i o n , w e real ize eff ic iency gains ab sen t i n 

o t h e r m e t h o d s . T h e p r i c e m e c h a n i s m serves as a s igna l 

i n g f u n c t i o n . P r i c e s r ise a n d fall, r e f l ec t ing scarcit ies 

a n d su rp luses . W h e n p r i c e s r ise as a resul t o f h i g h e r 

d e m a n d , this acts as a s ignal t o supp l i e r s t o e x p a n d o u t 

p u t . T h e y d o so b e c a u s e w h e n e v e r t h e p r i c e e x c e e d s t h e 

costs o f p r o d u c t i o n , t h e y s t and t o ga in . T h e y sh ip t h e 

g o o d s t o t h o s e w i t h t h e h i g h e s t w i l l i ngnes s t o pay. 

Let 's l o o k at j u s t o n e o f t h e baker ' s n e e d s — f l o u r . 

H o w d o e s t h e w h e a t f a r m e r k n o w w h e t h e r there ' s a 

s u r g e in d e m a n d for b a k e r y p r o d u c t s ? T h e s h o r t a n s w e r 

is t h a t h e d o e s n ' t . All h e k n o w s is t h a t mi l l e r s are w i l l i n g 

t o p a y h i g h e r w h e a t p r i c e s , so he 's w i l l i n g t o p u t m o r e 

l a n d u n d e r c u l t i v a t i o n o r r e d u c e his w h e a t i n v e n t o r y . I n 

o t h e r w o r d s , p r i c e s se rve t h e c ruc ia l ro l e o f c o n v e y i n g 

i n f o r m a t i o n . M o r e o v e r , p r i c e s m i n i m i z e t h e a m o u n t o f 

i n f o r m a t i o n t h a t a n y p a r t i c u l a r a g e n t i n v o l v e d in t h e 

p rocess o f g e t t i n g f lour t o t h e b a k e r n e e d s in o r d e r t o 

c o o p e r a t e . 

W h a t if po l i t i c i ans t h o u g h t t h a t f lour p r i c e s w e r e t o o 

h i g h a n d e n a c t e d f lour p r i c e c o n t r o l s i n t h e w a k e o f a 

s u r g e i n d e m a n d for b a k e r y p r o d u c t s ? W o u l d w h e a t 

f a r m e r s p u t m o r e l a n d u n d e r cu l t i va t ion? W o u l d mi l le r s 

w o r k o v e r t i m e t o p r o d u c e m o r e f lour? T h e a n s w e r is a 

b i g fat n o b e c a u s e w h a t w o u l d b e in it for t h e m ? T h e 

resul t w o u l d b e f lour s h o r t a g e s , b u t t h e s t o r y d o e s n ' t 

s top t h e r e b e c a u s e m a n k i n d is i n g e n i o u s a b o u t g e t t i n g 

a r o u n d g o v e r n m e n t i n t e r f e r e n c e . If t h e r e w e r e f lour 

p r i c e c o n t r o l s , w e ' d see b l ack m a r k e t s e m e r g i n g — p e o 

p l e b u y i n g a n d sel l ing f lour at i l legal p r i c e s . T h a t ' s always 

o n e effect o f p r i c e c o n t r o l s . A n o t h e r w o u l d b e t h e c o r 

r u p t i o n o f p u b l i c officials w h o k n o w a b o u t t h e il legal 

ac t iv i ty b u t for a p r i c e l o o k t h e o t h e r way. 

I n 3 0 2 t h e R o m a n e m p e r o r D i o c l e t i a n d e c r e e d 

" t h e r e s h o u l d b e c h e a p n e s s , " d e c l a r i n g , " U n p r i n c i p l e d 

g r e e d appea r s w h e r e v e r o u r a r m i e s . . . m a r c h . . . . O u r 

l a w shall fix a m e a s u r e a n d a l imi t t o this g r e e d . " T h e 

p r e d i c t a b l e resul t o f D i o c l e t i a n ' s f o o d p r i c e c o n t r o l s 

w e r e b l a c k m a r k e t s , h u n g e r , a n d f o o d con f i s ca t i on b y his 

so ld ie rs . D e s p i t e t h e disas t rous h i s t o r y o f p r i c e c o n t r o l s , 

p o l i t i c i a n s n e v e r m a n a g e t o resist t a m p e r i n g w i t h 

p r i c e s — t h a t ' s n o t a f l a t t e r ing o b s e r v a t i o n o f t h e i r l e a r n 

i n g abi l i t ies . 

Walter Williams is the John M. Olin Distinguished Professor of Economics 
at George Mason University. 

47 J U L Y / A U G U S T 2006 



W a l t e r E . W i l l i a m s 

Little Economic Sense 

In five s h o r t ar t ic les there ' s n o w a y t o e v e n sc ra tch t h e 

surface o f e c o n o m i c k n o w l e d g e . I 'll s imp ly e n d t h e 

ser ies h i g h l i g h t i n g a f ew p o p u l a r s e n t i m e n t s t h a t have 

h i g h e m o t i o n a l w o r t h b u t m a k e li t t le e c o n o m i c sense. I 

use s o m e o f t h e s e s e n t i m e n t s as a t e a c h i n g t o o l in m y 

u n d e r g r a d u a t e classes. 

H e r e ' s o n e t h a t has c o n s i d e r a b l e p o p u l a r appea l : "I t 's 

w r o n g t o prof i t f r o m t h e m i s f o r t u n e o f o t h e r s . " I ask m y 

s t u d e n t s w h e t h e r t h e y ' d s u p p o r t a l a w agains t d o i n g so. 

B u t I c a u t i o n t h e m w i t h s o m e e x a m p l e s . A n o r t h o p e d i s t 

profi ts f r o m y o u r m i s f o r t u n e o f h a v i n g b r o k e n y o u r l eg 

sk i ing . W h e n there ' s n e w s o f a p e n d i n g ice s t o r m , I 

d o u b t w h e t h e r it s addens t h e h e a r t s o f t h o s e in t h e c o l 

l i s i o n - r e p a i r bus iness . I also tell m y s t u d e n t s t h a t I prof i t 

f r o m t h e i r m i s f o r t u n e — t h e i r i g n o r a n c e o f e c o n o m i c 

t h e o r y . 

T h e n t he re ' s t h e c l a i m t h a t th is o r t h a t p r i c e is 

u n r e a s o n a b l e . I u s e d t o h a v e c o n v e r s a t i o n s a b o u t th is 

c l a i m w i t h M r s . W i l l i a m s ea r ly o n i n o u r 4 6 - y e a r m a r 

r i a g e . S h e ' d r e t u r n f r o m s h o p p i n g c o m p l a i n i n g t h a t 

s to res w e r e c h a r g i n g u n r e a s o n a b l e p r i c e s . S h e ' d t h e n 

ask m e u n l o a d a car t r u n k full o f g r o c e r i e s a n d o t h e r 

i t e m s . H a v i n g c o m p l e t e d t h e c h o r e , I 'd r e s u m e o u r 

c o n v e r s a t i o n , say ing , " H o n e y , I t h o u g h t y o u said t h e 

p r i c e s w e r e u n r e a s o n a b l e . A r e y o u an u n r e a s o n a b l e 

p e r s o n ? O n l y a n u n r e a s o n a b l e p e r s o n w o u l d p a y 

u n r e a s o n a b l e p r i c e s . " 

T h e l o n g a n d s h o r t o f it is t h a t t h e c o n v e r s a t i o n 

n e v e r w e n t ove r we l l , a n d w e b o t h ceased d iscuss ions o f 

r e a s o n a b l e o r u n r e a s o n a b l e p r i c e s . T h e p o i n t is t h a t at 

w h a t e v e r p r i c e a t r a n s a c t i o n is m a d e , it r ep resen t s a 

m e e t i n g o f t h e m i n d s o f b o t h b u y e r a n d seller. B o t h 

v i e w e d t h e m s e l v e s as b e i n g b e t t e r off t h a n w i t h t h e n e x t 

a l t e r n a t i v e — n o t m a k i n g t h e t r a n s a c t i o n . T h a t ' s n o t t o 

say tha t t h e seller w o u l d n ' t have f o u n d a h i g h e r p r i c e 

m o r e p l eas ing o r t h e b u y e r w o u l d n ' t have w a n t e d a 

l o w e r p r i c e . 

Parents' Admonition 

Ho w a b o u t y o u r p a r e n t s ' a d m o n i t i o n tha t " W h a t e v -

er's w o r t h d o i n g is w o r t h d o i n g as we l l as poss i 

b l e " ? T a k e n at face va lue , that 's n o t a w i s e a d m o n i t i o n . I 

tel l m y s t u d e n t s , o f ten t o t h e i r su rp r i se , t ha t it m i g h t n o t 

b e w o r t h it t o t ry t o ge t t h e bes t g r a d e poss ib le in e c o 

n o m i c s . Let 's l o o k at it. Say t h e y have b io logy, physics , 

Eng l i sh , a n d e c o n o m i c s c l a s ses .They w o r k t he i r bu t t s off 

in e c o n o m i c s , e a r n i n g an A , b u t s p e n d i n g so m u c h t i m e 

s t u d y i n g e c o n o m i c s takes t i m e away f rom o t h e r classes, 

a n d t h e y w i n d u p e a r n i n g an F in b io logy, a C in 

phys ics , a n d a D in Eng l i sh . T h a t m a k e s for a s emes t e r 

g r a d e - p o i n t average o f 1.75. T h e y ' d b e b e t t e r off, i n 

t e r m s o f g r a d e - p o i n t average, if t h e y spen t less t i m e 

s t u d y i n g e c o n o m i c s , m a y b e e a r n i n g a C , a n d a l loca t ing 

m o r e t i m e t o b i o l o g y a n d Eng l i sh , t h e r e b y e a r n i n g a C 

g r a d e in all t h e i r subjects . T h e y ' d have a h i g h e r g r a d e -

p o i n t average (2.0) a n d w o u l d n ' t b e o n a c a d e m i c p r o b a 

t i o n . 

T h e n there ' s " Y o u can n e v e r b e t o o safe." Yes, y o u 

can . H o w m a n y o f us b o t h e r t o in spec t t h e hyd rau l i c 

b r a k e l ines in o u r cars be fo re w e start t h e e n g i n e a n d 

h e a d off t o w o r k ? D o i n g so w o u l d b e safer t h a n s imply 

t a k i n g for g r a n t e d tha t t h e l ines w e r e in tac t a n d d r i v i n g 

off. Af ter all, p r i o r t o l a u n c h i n g a space veh ic le , t h e p e o 

p le at N A S A m a k e n o s imilar m e c h a n i c a l a s s u m p t i o n s . 

T h e y g o t h r o u g h ex tens ive m u l t i p l e c h e c k s o f all sys

t e m s , t a k i n g n o t h i n g for g r a n t e d . E r r i n g o n t h e side o f 

o v e r c a u t i o n is costly, a n d so is e r r i n g o n t h e side o f 

u n d e r c a u t i o n , t h o u g h for a g i v e n c h o i c e , o n e m i g h t b e 

cos t l ie r t h a n t h e o t h e r . (^) 
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