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Editorial Preface by Jeffrey A. Tucker
“IF MEN WERE LIKE ANTS, there would be no interest in human freedom,” writes Murray Rothbard in this masterpiece of exposition. “If individual men, like ants, were uniform, interchangeable, devoid of specific personality traits of their own, then who would care whether they were free or not? Who, indeed, would care if they lived or died? The glory of the human race is the uniqueness of each individual, the fact that every person, though similar in many ways to others, possesses a completely individuated personality of his own.”
Thus begins Rothbard’s celebration of human freedom and the inequality that is its real glory. And yet in our time, political life celebrates equality above every other virtue — not just equality under the law but equality of opportunity (impossible!) and equality of result (a terrifying ideal!). We come to depend on each other in society because we need each other to accomplish our goals, and we depend on each other because we all have different skills and personal attributes.
This is where the division of labor comes in. It underscores that we can get more accomplished by cooperating than by fighting. We need this beautiful feature of life in order to achieve the great goal of overcoming the cruelness of the state of nature, which, contrary to the longings of primitivists, is not all about peace and plenty. Nature provides us virtually nothing and dooms us to short, miserable lives of toil. To escape that condition, and to sustain and build civilization, requires that we work together in exchange relationships.
There is a place for everyone in this great task. But there are certain preliminaries. We must have self-ownership, private property, the absence of aggression, and we must be tolerant to the accumulation of capital and the appearance of inequality in our midst. We must also keep authority of all kinds at bay — forces in life that would presume that they know better what’s good for us than we know ourselves and are prepared to force that result.
This is the great problem with socialist/leftism in our time. It doesn’t acknowledge the misery of life in the absence of the private-property order and the market economy. It doesn’t see that the cooperative social order they seek is achievable only through the complex trading relationships that are part of the market order. It doesn’t recognize that the hunter-gatherer mode of life is what we would all experience in absence of the creativity that genuine freedom unleashes. Above all else, it doesn’t recognize that capital accumulation is a normal and natural party of the growth of civilization and the basis for a better life.
These are all points that Murray Rothbard makes in this wonderful and sweeping book, It explains so much, and permanently inoculates readers from a vast number of intellectual errors. It is especially important to absorb the lessons in our time, now that government policy seems solely directed toward promoting misery and suffering rather than development and improvement. Government policy is driving us back and back whereas private enterprise pushes us ever forward.
Murray Rothbard frames up the essential lessons better than anyone.
Introduction from 1991
IN THE TWO DECADES since this essay was written, the major social trends I analyzed have accelerated, seemingly at an exponential rate. The flight away from socialism and central planning begun in Yugoslavia has stunningly succeeded over the entire “socialist bloc” of Eastern Europe, and there is now at least rhetorical allegiance to the idea of privatization and a free-market economy. More and more, Marxism has become confined to the academics of the United States and Western Europe, comfortably ensconced as parasites upon their capitalist economies. But even among academics, there is almost nothing left of the triumphalist Marxism of the 1930s and 40s, with their boasts of the economic efficiency and superiority of socialist central planning. Instead, even the most dedicated Marxists now pay lip service to the necessity of some sort of “market,” however restricted by government.
I. New Areas of Inequality and “Oppression”
But this does not mean that the struggle over egalitarianism is over. Far from it. On the contrary, after the New Left of the late 1960s and early ’70s had been discredited by its bizarre turn to violence, it took the advice of its liberal elders and “joined the system.” New Leftists launched a successful Gramscian “long march through the institutions,” and by becoming lawyers and academics — particularly in the humanities, philosophy, and the “soft” social sciences — they have managed to acquire hegemony over our culture. Seeing themselves defeated and routed on the strictly economic front (in contrast to the Old Left of the 1930s, Marxian economics and the labor theory of value was never the New Left’s strong suit), the Left turned to the allegedly moral high ground of egalitarianism.
And, as they did so, they turned increasingly to what was suggested in the last paragraph of my essay: de-emphasizing old-fashioned economic egalitarianism in favor of stamping out broader aspects of human variety. Older egalitarianism stressed making income or wealth equal; but, as Helmut Schoeck brilliantly realized, the logic of their argument was to stamp out in the name of “fairness,” all instances of human diversity and therefore implicit or explicit superiority of some persons over others. In short, envy of the superiority of others is to be institutionalized, and all possible sources of such envy eradicated.
In his book on Envy, Helmut Schoeck analyzed a chilling dystopian novel by the British writer, L.P. Hartley. In his work, Facial Justice, published in 1960, Hartley, extrapolating from the attitudes he saw in British life after World War II, opens by noting that after the Third World War, “Justice had made great strides.” Economic Justice, Social Justice and other forms of justice had been achieved, but there were still areas of life to conquer. In particular, Facial Justice had not yet been attained, since pretty girls had an unfair advantage over ugly ones. Hence, under the direction of the Ministry of Face Equality, all Alpha (pretty) girls and all Gamma (ugly) girls were forced to undergo operations at the “Equalization (Faces) Centre” so as all to attain Beta (pleasantly average) faces.i
Coincidentally, in 1961, Kurt Vonnegut published a pithy and even more bitterly satirical short story depicting a comprehensively egalitarian society, even more thoroughgoing than Hartley’s. Vonnegut’s “Harrison Bergeron” begins:
The year was 2081, and everybody was finally equal. They weren’t only equal before God and the law. They were equal every which way. Nobody was smarter than anybody else. Nobody was better looking than anybody else. Nobody was stronger or quicker than anybody else. All this equality was due to the 211th, 212th, and 213th Amendments to the Constitution, and to the unceasing vigilance of agents of the United States Handicapper General.
The “handicapping” worked partly as follows:
Hazel had a perfectly average intelligence, which meant she couldn’t think about anything except in short bursts. And George, while his intelligence was way above normal, had a little mental handicap radio in his ear. He was required by law to wear it at all times. It was tuned to a government transmitter. Every twenty minutes or so, the transmitter would send out some sharp noise to keep people like George from taking unfair advantage of their brains.ii
This sort of egalitarian emphasis on noneconomic inequalities has proliferated and intensified in the decades since these men penned their seemingly exaggerated Orwellian dystopias. In academic and literary circles “political correctness” is now enforced with an increasingly iron hand; and the key to being politically correct is never, ever, in any area, to make judgments of difference or superiority.
Thus, we find that a Smith College handout from the Office of Student Affairs lists ten different kinds of “oppression” allegedly inflicted by making judgments about people. They include: “heterosexism,” defined as “oppression” of those with nonheterosexual orientations, which include “not acknowledging their existence”; and “ableism,” defined as oppression of the “differently abled” [known in less enlightened days as “disabled” or “handicapped”], by the “temporarily able.” Particularly relevant to our two dystopian writers is “ageism,” oppression of the young and the old by youngish and middle-aged adults, and “lookism” (or “looksism”), defined as the “construction of a standard of beauty/attractiveness.”
“Oppression” is also supposed to consist, not only of discriminating in some way against the unattractive, but even in noticing the difference. Perhaps the most chilling recently created category is “logism” or “logo-centric,” the tyranny of the knowledgeable and articulate. A set of “feminist scholarship guidelines” sponsored by the state of New Jersey for its college campuses attacks knowledge and scientific inquiry per se as a male “rape of nature.” It charges:
mind was male. Nature was female, and knowledge was created as an act of aggression — a passive nature had to be interrogated, unclothed, penetrated, and compelled by man to reveal her secrets.iii
“Oppression” is of course broadly defined so as to indict the very existence of possible superiority — and therefore an occasion for envy — in any realm. The dominant literary theory of deconstructionism fiercely argues that there can be no standards to judge one literary “text” superior to another. At a recent conference, when one political science professor referred correctly to Czeslaw Milosz’s book The Captive Mind as a “classic,” another female professor declared that the very word classic “makes me feel oppressed.”iv The clear implication is that any reference to someone else’s superior product may engender resentment and envy in the rank and file, and that catering to these “feelings of oppression” must be the central focus of scholarship and criticism.
The whole point of academia and other research institutions has always been an untrammelled search for truth. This ideal has now been challenged and superseded by catering to the “sensitive” feelings of the politically correct. This emphasis on subjective feelings rather than truth is evident in the current furor over the teaching of the distinguished Berkeley anthropologist, Vincent Sarich. Sarich’s examination of genetic influences on racial differences in achievement was denounced by a fellow faculty member as “attempting to destroy the self-esteem of black students in the class.”v
II. Group Quotas
Indeed, one radical change since the writing of this essay has been the rapid and accelerating transformation of old-fashioned egalitarianism, which wanted to make every individual equal, into group-egalitarianism on behalf of groups that are officially designated as “oppressed.” In employment, positions, and status generally, oppressed groups are supposed to be guaranteed their quotal share of the well-paid or prestigious positions. (No one seems to be agitating for quotal representation in the ranks of ditch diggers.) I first noticed this trend in a paper written one year after the present essay at a symposium on The Nature and Consequences of Egalitarian Ideology.
There I reacted strongly to the quotal representation for designated groups insisted upon by the McGovern movement at the 1972 Democratic Convention. These victorious Democrats insisted that groups such as women, youth, blacks and Chicanos had fallen below their quotal proportion of the population as elected delegates to previous conventions; this had to be rectified by the Democratic Party overriding the choices of their members and insisting upon due quotal representation of these allegedly oppressed groups. I noted the particular idiocy of the claim that youths aged 18–25 had been grievously “under-represented” in the past, and indulged in what would now be called a “politically inappropriate” reductio ad absurdum by suggesting an immediate correction to the heinous and chronic underrepresentation of five-year-old “men and women.”vi
And yet, only two years before that convention, another form of quotal appeal had met with proper scorn and ridicule from left-liberals. When one of President Nixon’s failed Supreme Court nominees was derided as being “mediocre,” Senator Roman Hruska (R., Neb.) wondered why the mediocre folk of America did not deserve “representation” on the highest Court. Liberal critics mockingly charged the Senator with engaging in special pleading. The self-same charge, levelled against denouncers of “logism” would drive such critics from public life. But times, and standards of political correctness, have changed.
It is difficult, indeed, to parody or satirize a movement which seems to be a living self-parody, and which can bring about such deplorable results. Thus, two eminent American historians, Bernard Bailyn and Stephan Thernstrom, were literally forced to abandon their course at Harvard on the history of American race relations, because of absurd charges of “racism” levelled by a few students, charges that were treated with utmost seriousness by everyone concerned. Of particular interest here was the charge against Bailyn’s course on race relations in the colonial era.
The student “grievance” against Bailyn is that he had read from the diary of a southern planter without giving “equal time” to the memoirs of a slave. To the complainants, this practice clearly amounted to a “covert defense of slavery.” Bailyn had patiently explained during the offending lecture that no diaries, journals or letters by slaves in that era had ever been found. But to these students, Bailyn had clearly failed to understand the problem: “Since it was impossible to give equal representation to the slaves, Bailyn ought to have dispensed with the planter’s diary altogether.”vii
Spokesmen for group quotas in behalf of the “oppressed” (labelled for public relations purposes with the positive-sounding phrase “affirmative action”) generally claim that a quota system is the furthest thing from their minds: that all they want is positive action to increase representation of the favored groups. They are either being flagrantly disingenuous or else fail to understand elementary arithmetic. If oppressed group X is to have its “representation” increased from, say, 8 to 20 percent, then some group or combination of groups is going to have their total representation reduced by 12 percent. The hidden, or sometimes not-so-hidden, agenda, of course, is that the quotal declines are supposed to occur in the ranks of designated oppressor groups, who presumably deserve their fate.
III. Who Are the “Oppressed”?
In this regime of group egalitarianism, it becomes particularly important to take one’s place in the ranks of the oppressed rather than the oppressors. Who, then, are the oppressed? It is difficult to determine, since new groups of oppressed are being discovered all the time. One almost longs for the good old days of classic Marxism, when there was only one “oppressed class” — the proletariat — and one or at most a very few classes of oppressors: the capitalists or bourgeois, plus sometimes the “feudal landlords” or perhaps the petit bourgeoisie.
But now, as the ranks of the oppressed and therefore the groups specially privileged by society and the State keep multiplying, and the ranks of the oppressors keep dwindling, the problem of income and wealth egalitarianism reappears and is redoubled. For more and greater varieties of groups are continually being added to the parasitic burden weighing upon an ever-dwindling supply of oppressors. And since it is obviously worth everyone’s while to leave the ranks of the oppressors and move over to the oppressed, pressure groups will increasingly succeed in doing so — so long as this dysfunctional ideology continues to flourish. Specifically, achieving the label of officially oppressed entitles one to share in an endless flow of benefits — in money, status, and prestige — from the hapless oppressors, who are made to feel guilty forevermore, even as they are forced to sustain and expand the endless flow. It is not surprising that attaining oppressed status takes a great deal of pressure and organization. As Joseph Sobran wittily puts it, “it takes a lot of clout to be a victim.” Eventually, if trends continue the result must be the twin death of parasite and host alike, and an end to any flourishing economy or civilization.
There are virtually an infinite number of groups or “classes” in society: the class of people named Smith, the class of men over 6 feet tall, the class of bald people, and so on. Which of these groups may find themselves among the “oppressed”? Who knows? It is easy to invent a new oppressed group. I might come up with a study, for example, demonstrating that the class of people named “Doe” have an average income or wealth or status lower than that of other names. I could then coin a hypothesis that people named Doe have been discriminated against because their names “John Doe” and “Jane Doe” have been “stereotyped” as associated with faceless anonymity and, presto, we have one more group who is able to leave the burdened ranks of the oppressors and join the happy ranks of the oppressed.
A political theorist friend of mine thought he could coin a satiric oppressed group: short people, who suffer from “heightism.” I informed him that he was seriously anticipated two decades ago, again demonstrating the impossibility of parodying the current ideology. I noted in an article almost twenty years old, written shortly after this essay, that Professor Saul D. Feldman, a sociologist at Case-Western Reserve, and himself a distinguished short, had at last brought science to bear on the age-old oppression of the shorts by the talls. Feldman reported that out of recent University of Pittsburgh graduating seniors, those 6’2” and taller received an average starting salary 12.4 percent higher than graduates under 6 feet, and that a marketing professor at Eastern Michigan University had quizzed 140 business recruiters about their preferences between two hypothetical, equally qualified applicants for the job of salesman. One of the hypothetical salesmen was to be 6’1”, the other 5’5”. The recruiters answered as follows: 27 percent expressed the politically correct no preference; one percent would hire the short man; and no less than 72 percent would hire the tallie.
In addition to this clear-cut oppression of talls over shorts, Feldman pointed out that women notoriously prefer tall over short men. He might have pointed out, too, that Alan Ladd could only play the romantic lead in movies produced by bigoted Hollywood moguls by standing on a hidden box, and that even the great character actor Sydney Greenstreet was invariably shot upward from a low-placed camera to make him appear much taller than he was. (The Hollywood studio heads were generally short themselves, but were betraying their short comrades by pandering to the pro-tall culture.) Feldman also perceptively pointed to the antishort prejudice that pervades our language: in such phrases as people being “short-sighted, short-changed, short-circuited, and short in cash.” He added that among the two major party candidates for president, the taller is almost invariably elected.viii
I went on in my article to call for a short liberation movement to end short oppression, and asked, where are the short corporation leaders, the short bankers, the short senators and presidents?ix,x I asked for short pride, short institutes, short history courses, short quotas everywhere, and for shorts to stop internalizing the age-old propaganda of our tall culture that shorts are genetically or culturally inferior. (Look at Napoleon!) Short people, arise! You have nothing to lose but your elevator shoes. I ended by assuring the tallies that we were not anti-tall, and that we welcome progressive, guilt-ridden talls as pro-short sympathizers and auxiliaries in our movement. If my own consciousness had been sufficiently raised at the time, I would have of course added a demand that the talls compensate the shorts for umpteen thousand years of tall tyranny.
IV. The Romantics and Primitivism
Turning from the topic of the oppressed, my own view of the Romantics, certainly jaundiced twenty years ago, is far more hostile today. For I have learned from such sources as Leszek Kolakowski and particularly the great literary critic M.H. Abrams, of the devotion of the Romantics, Hegelians, and of Marxism to what might be called “reabsorption theology.” This view stemmed from the third-century Egyptian Platonist, Plotinus, seeping into Christian Platonism and from then on constituting a heretical and mystical underground in Western thought.
Briefly, these thinkers saw Creation not as a wonderfully benevolent overflow of God’s goodness, but as an essentially evil act that sundered the blessed pre-Creation unity of the collective entities God, Man, and Nature, bringing about tragic and inevitable “alienation” in Man. However, Creation, the outgrowth of God’s deficiencies, is redeemable in one sense: History is an inevitable “dialectical” process by which pre-Creation gives rise to its opposite, the current world. But eventually history is destined to end in a mighty “reabsorption” of these three collective entities, though at a much higher level of development for both God and Man.
In addition to other problems with this view, the contrast with orthodox Christianity should be clear. Whereas in Christianity, the individual person is made in God’s image and the salvation of each individual is of supreme importance, the allegedly benevolent reabsorptionist escape from metaphysical alienation occurs only at the end of history and only for the collective species Man, each individual disappearing into the species-organism.xi
As for primitivism, later anthropological research has strengthened the view of this essay that primitive tribes, and premodern cultures generally, were marked, not by communism — à la Engels and Polanyi — but by private-property rights, markets, and monetary exchange. The work of the economist Bruce Benson has particularly highlighted this point.xii
V. The Division of Labor
I have come to realize, since writing this essay, that I overweighted the contributions and importance of Adam Smith on the division of labor. And to my surprise, I did not sufficiently appreciate the contributions of Ludwig von Mises.
Despite the enormous emphasis on specialization and the division of labor in the Wealth of Nations, much of Smith’s discussion was misplaced and misleading. In the first place, he placed undue importance on the division of labor within a factory (the famous pin-factory example), and scarcely considered the far more important division of labor among various industries and occupations. Secondly, there is the mischievous contradiction between the discussions in Book I and Book V in the Wealth of Nations. In Book I, the division of labor is hailed as responsible for civilization as well as economic growth, and is also praised as expanding the alertness and intelligence of the population. But in Book V the division of labor is condemned as leading to the intellectual and moral degeneration of the same population, and to the loss of their “intellectual, social, and martial virtues.” These complaints about the division of labor as well as similar themes in Smith’s close friend Adam Ferguson, strongly influenced the griping about “alienation” in Marx and later socialist writers.xiii
But of greater fundamental importance was Smith’s abandonment of the tradition since Jean Buridan and the Scholastics that emphasized that two parties always undertook an exchange because each expected to gain from the transaction. In contrast to this emphasis on specialization and exchange as a result of conscious human decision, Smith shifted the focus from mutual benefit to an alleged irrational and innate “propensity to truck, barter, and exchange,” as if human beings were lemmings determined by forces external to their own chosen purposes. As Edwin Cannan pointed out long ago, Smith took this tack because he rejected the idea of innate differences in human talents and abilities, differences which would naturally lead people to seek out different specialized occupations.xiv Smith instead took an egalitarian-environmentalist position, still dominant today in neoclassical economics, holding that all men are uniform and equal, and therefore that differences in labor or occupations can only be the result rather than a cause of the system of division of labor. Moreover, Smith inaugurated the corollary tradition that differences in wage rates among this uniform population can only reflect differences in the cost of training.xv,xvi
In contrast, the recent work of Professor Joseph Salerno has illuminated the profound contributions of Ludwig von Mises’s emphasis on the division of labor as the “essence of society” and the “fundamental social phenomenon.” For Mises, as I wrote in the essay, the division of labor stems from the diversity and inequality of human beings and of nature. Salerno, in addition, brings out with unparalleled clarity that for Mises the division of labor is a conscious choice of mutual gain and economic development. The process of social evolution therefore becomes “the development of the division of labor,” and this allows Mises to refer to the worldwide division of labor as a vital “social organism” or “oecumene.” Mises also points out that division of labor is at the heart of biological organisms, and “the fundamental principle of all forms of life.” The difference of the “social organism” is that, in contrast to biological organisms, “reason and will are the originating and sustaining form of the organic coalescence.” Therefore, for Mises “human society is thus spiritual and teleological,” the “product of thought and will.” It therefore becomes of the utmost importance for people to understand the significance of maintaining and expanding the oecumene that consists of the free market and voluntary human exchanges, and to realize that breaching and crippling that market and oecumene can only have disastrous consequences for the human race.xvii
In the standard account, writers and social theorists are supposed to mellow and moderate their views as they get older. (Two glorious exceptions to this rule are such very different libertarian figures as Lysander Spooner and Lord Acton.) Looking back over the two decades since writing this essay, it is clear that my views, on the contrary, have radicalized and polarized even further.
As unlikely as it would have seemed twenty years ago, I am even more hostile to socialism, egalitarianism, and Romanticism, far more critical of the British classical and modern neoclassical tradition, and even more appreciative of Mises’s great insights than ever before. Indeed, for someone who thought that he had absorbed all of Mises’s work many years ago, it is a constant source of surprise how rereading Mises continues to provide a source of fresh insights and of new ways of looking at seemingly trite situations. This phenomenon, in which many of us have experience, bears testimony to the remarkable quality and richness of Mises’s thought. Although he died almost two decades ago, Ludwig von Mises remains more truly alive than most of our conventionally wise contemporaries.
Murray N. Rothbard
Las Vegas, Nevada
February, 1991
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I.
IF MEN WERE LIKE ANTS, there would be no interest in human freedom. If individual men, like ants, were uniform, interchangeable, devoid of specific personality traits of their own, then who would care whether they were free or not? Who, indeed, would care if they lived or died? The glory of the human race is the uniqueness of each individual, the fact that every person, though similar in many ways to others, possesses a completely individuated personality of his own.
It is the fact of each person’s uniqueness — the fact that no two people can be wholly interchangeable — that makes each and every man irreplaceable and that makes us care whether he lives or dies, whether he is happy or oppressed. And, finally, it is the fact that these unique personalities need freedom for their full development that constitutes one of the major arguments for a free society.
Perhaps a world exists somewhere where intelligent beings are fully formed in some sort of externally determined cages, with no need for internal learning or choices by the individual beings themselves. But man is necessarily in a different situation. Individual human beings are not born or fashioned with fully formed knowledge, values, goals, or personalities; they must each form their own values and goals, develop their personalities, and learn about themselves and the world around them. Every man must have freedom, must have the scope to form, test, and act upon his own choices, for any sort of development of his own personality to take place. He must, in short, be free in order that he may be fully human.
In a sense, even the most frozen and totalitarian civilizations and societies have allowed at least a modicum of scope for individual choice and development. Even the most monolithic of despotisms have had to allow at least a bit of “space” for freedom of choice, if only within the interstices of societal rules. The freer the society, of course, the less has been the interference with individual actions, and the greater the scope for the development of each individual. The freer the society, then, the greater will be the variety and the diversity among men, for the more fully developed will be every man’s uniquely individual personality.
On the other hand, the more despotic the society, the more restrictions on the freedom of the individual, the more uniformity there will be among men and the less the diversity, and the less developed will be the unique personality of each and every man. In a profound sense, then, a despotic society prevents its members from being fully human.1
If freedom is a necessary condition for the full development of the individual, it is by no means the only requirement. Society itself must be sufficiently developed. No one, for example, can become a creative physicist on a desert island or in a primitive society. For, as an economy grows, the range of choice open to the producer and to the consumer proceeds to multiply greatly.2 Furthermore, only a society with a standard of living considerably higher than subsistence can afford to devote much of its resources to improving knowledge and to developing a myriad of goods and services above the level of brute subsistence. But there is another reason that full development of the creative powers of each individual cannot occur in a primitive or undeveloped society, and that is the necessity for a wide-ranging division of labor.
No one can fully develop his powers in any direction without engaging in specialization. The primitive tribesman or peasant, bound to an endless round of different tasks in order to maintain himself, could have no time or resources available to pursue any particular interest to the full. He had no room to specialize, to develop whatever field he was best at or in which he was most interested. Two hundred years ago, Adam Smith pointed out that the developing division of labor is a key to the advance of any economy above the most primitive level. A necessary condition for any sort of developed economy, the division of labor is also requisite to the development of any sort of civilized society. The philosopher, the scientist, the builder, the merchant — none could develop these skills or functions if he had had no scope for specialization. Furthermore, no individual who does not live in a society enjoying a wide range of division of labor can possibly employ his powers to the fullest. He cannot concentrate his powers in a field or discipline and advance that discipline and his own mental faculties. Without the opportunity to specialize in whatever he can do best, no person can develop his powers to the full; no man, then, could be fully human.
While a continuing and advancing division of labor is needed for a developed economy and society, the extent of such development at any given time limits the degree of specialization that any given economy can have. There is, therefore, no room for a physicist or a computer engineer on a primitive island; these skills would be premature within the context of that existing economy. As Adam Smith put it, “the division of labor is limited by the extent of the market.” Economic and social development is therefore a mutually reinforcing process: the development of the market permits a wider division of labor, which in turn enables of further extension of the market.3
If the scope of the market and the extent of the division of labor are mutually reinforcing, so too are the division of labor and the diversity of individual interests and abilities among men. For just as an ever-greater division of labor is needed to give full scope to the abilities and powers of each individual, so does the existence of that very division depend upon the innate diversity of men. For there would be no scope at all for a division of labor if every person were uniform and interchangeable. (A further condition of the emergence of a division of labor is the variety of natural resources; specific land areas on the earth are also not interchangeable.) Furthermore, it soon became evident in the history of man that the market economy based on a division of labor was profoundly cooperative, and that such division enormously multiplied the productivity and hence the wealth of every person participating in the society. The economist Ludwig von Mises put the matter very clearly:
Historically division of labor originates in two facts of nature: the inequality of human abilities and the variety of the external conditions of human life on the earth. These two facts are really one: the diversity of Nature, which does not repeat itself but creates the universe in infinite, inexhaustible variety….
These two conditions … are indeed such as almost to force the division of labor on mankind. Old and young, men and women cooperate by making appropriate use of their various abilities. Here also is the germ of the geographical division of labor; man goes to the hunt and woman to the spring to fetch water. Had the strength and abilities of all individuals and the external conditions of production been everywhere equal the idea of division of labor could never have arisen … No social life could have arisen among men of equal natural capacity in a world which was geographically uniform….
Once labor has been divided, the division itself exercises a differentiating influence. The fact that labor is divided makes possible further cultivation of individual talent and thus cooperation becomes more and more productive. Through cooperation men are able to achieve what would have been beyond them as individuals….
The greater productivity of work under the division of labor is a unifying influence. It leads men to regard each other as comrades in a joint struggle for welfare, rather than as competitors in a struggle for existence.4
Freedom, then, is needed for the development of the individual, and such development also depends upon the extent of the division of labor and the height of the standard of living. The developed economy makes room for, and encourages, an enormously greater specialization and flowering of the powers of the individual than can a primitive economy, and the greater the degree of such development, the greater the scope for each individual.
If freedom and the growth of the market are each important for the development of each individual and, therefore, to the flowering of diversity and individual differences, then so is there a casual connection between freedom and economic growth. For it is precisely freedom, the absence or limitation of interpersonal restrictions or interference, that sets the stage for economic growth and hence of the market economy and the developed division of labor.
The Industrial Revolution and the corollary and consequent economic growth of the West were a product of its relative freedom for enterprise, for invention and innovation, for mobility and the advancement of labor. Compared to societies in other times and places, 18th- and 19th-century Western Europe and the United States were marked by a far greater social and economic freedom — a freedom to move, invest, work, and produce — secure from much harassment and interference by government. Compared to the role of government elsewhere, its role in these centuries in the West was remarkably minimal.5
By allowing full scope for investment, mobility, the division of labor, creativity, and entrepreneurship, the free economy thereby creates the conditions for rapid economic development. It is freedom and the free market, as Adam Smith well pointed out, that develop the “wealth of nations.” Thus, freedom leads to economic development, and both of these conditions in turn multiply individual development and the unfolding of the powers of the individual man. In two crucial ways, then, freedom is the root; only the free man can be fully individuated and, therefore, can be fully human.
If freedom leads to a widening division of labor, and the full scope of individual development, it leads also to a growing population. For just as the division of labor is limited by the extent of the market, so is total population limited by total production. One of the striking facts about the Industrial Revolution has been not only a great rise in the standard of living for everyone, but also the viability of such ample living standards for an enormously larger population. The land area of North America was able to support only a million or so Indians 500 years ago, and that at a barely subsistence level. Even if we wished to eliminate the division of labor, we could not do so without literally wiping out the vast majority of the current world population.
II.
WE CONCLUDE that freedom and its concomitant, the widening division of labor, are vital for the flowering of each individual, as well as the literal survival of the vast bulk of the world’s population. It must give us great concern, then, that over the past two centuries mighty social movements have sprung up which have been dedicated, at their heart, to the stamping out of all human differences, of all individuality.
It has become apparent in recent years, for example, that the heart of the complex social philosophy of Marxism does not lie, as it seemed to in the 1930s and ’40s, in Marxian economic doctrines: in the labor theory of value, in the familiar proposal for socialist state ownership of the means of production, and in the central planning of the economy and society. The economic theories and programs of Marxism are, to use a Marxian term, merely the elaborate “superstructure” erected on the inner core of Marxian aspiration. Consequently, many Marxists have, in recent decades, been willing to abandon the labor theory of value and even centralized socialist planning, as the Marxian economic theory has been increasingly abandoned and the practice of socialist planning shown to be unworkable. Similarly, the Marxists of the “New Left” in the United States and abroad have been willing to jettison socialist economic theory and practice.
What they have not been willing to abandon is the philosophic heart of the Marxian ideal — not socialism or socialist planning, concerned anyway with what is supposed to be a temporary “stage” of development, but communism itself. It is the communist ideal, the ultimate goal of Marxism, that excites the contemporary Marxist, that engages his most fervent passions. The New Left Marxist has no use for Soviet Russia because the Soviets have clearly relegated the communist ideal to the remotest possible future. The New Leftist admires Che Guevara, Fidel Castro, Mao Tse-Tung not simply because of their role as revolutionaries and guerrilla leaders, but more because of their repeated attempts to leap into communism as rapidly as possible.6
Karl Marx was vague and cloudy in describing the communist ideal, let alone the specific path for attaining it. But one essential feature is the eradication of the division of labor. Contrary to current belief, Marx’s now popular concept of “alienation” had little to do with a psychological sense of apartness or discontent. The heart of the concept was the individual’s “alienation” from the product of labor. A worker, for example, works in a steel mill. Obviously, he himself will consume little or none of the steel he produces; he earns the value of his product in the shape of a money-commodity, and then he happily uses that money to buy whatever he chooses from the products of other people. Thus, A produces steel, B eggs, C shoes, etc., and then each exchanges them for products of the others through the use of money. To Marx, this phenomenon of the market and the division of labor was a radical evil, for it meant that no one consumed any of his own product. The steelworker thus became “alienated” from his steel, the shoemaker from his shoes, etc.
The proper response to this “problem,” it seems to me, is, “So what?” Why should anyone care about this sort of “alienation”? Surely the farmer, shoemaker, and steelworker are very happy to sell their product and exchange it for whatever products they desire; deprive them of this “alienation” and they would be most unhappy, as well as dying from starvation. For if the farmer were not allowed to produce more wheat or eggs than he himself consumes, or the shoemaker more shoes than he can wear, or the steelworker more steel than he can use, it is clear that the great bulk of the population would rapidly starve and the rest be reduced to a primitive subsistence, with life “nasty, brutish, and short.”7 But to Marx this condition was the evil result of individualism and capitalism and had to be eradicated.
Furthermore, Marx was completely ignorant of the fact that each participant in the division of labor cooperates through the market economy, exchanging for each other’s products and increasing the productivity and living standards of everyone. To Marx, any differences between men and, therefore, any specialization in the division of labor, is a “contradiction,” and the communist goal is to replace that “contradiction” with harmony among all. This means that to the Marxist any individual differences, any diversity among men, are “contradictions” to be stamped out and replaced by the uniformity of the antheap.
Friedrich Engels maintained that the emergence of the division of labor shattered the alleged classless harmony and uniformity of primitive society, and was responsible for the cleavage of society into separate and conflicting classes. Hence, for Marx and Engels, the division of labor must be eradicated in order to abolish class conflict and to usher in the ideal harmony of the “classless society,” the society of total uniformity.8
Thus, Marx foresees his communist ideal only “after the enslaving subordination of individuals under division of labor, and therewith also the antithesis between mental and physical labor, has vanished.”9 To Marx, the ideal communist society is one where, as Professor Gray puts it, “everyone must do everything.” According to Marx in The German Ideology,
In communist society, where nobody has one exclusive sphere of activity but each can become accomplished in any branch he wishes, society regulates the general production and thus makes it possible for me to do one thing today and another tomorrow, to hunt in the morning, fish in the afternoon, rear cattle in the evening, criticize after dinner, just as I have a mind, without ever becoming hunter, fisherman, shepherd or critic.10
And the Marxist, August Bebel, consistently applied this dilettantish notion to the role of women:
At one moment a practical worker in some industry she is in the next hour educator, teacher, nurse; in the third part of the day she exercises some art or cultivates a science; and in the fourth part she fulfills some administrative function.11
The concept of the commune in socialist thought takes on its central importance precisely as a means of eradicating individual differences. It is not just that the commune owns all the means of production among its members. Crucial to the communal ideal is that every man takes on every function, either all at once or in rapid rotation. Obviously, the commune has to subsist on no more than a primitive level, with only a few common tasks, for this ideal to be achieved. Hence the New Left commune, where every person is supposed to take turns equally at every task; again, specialization is eradicated, and no one can develop his powers to the full. Hence the current admiration for Cuba, which has attempted to stress “moral” rather than economic incentives in production, and which has established communes on the Isle of Pines. Hence the admiration of Mao, who has attempted to establish uniform urban and rural communes, and who recently sent several million students into permanent exile into the frontier agricultural areas, in order to eliminate the “contradiction between intellectual and physical labor.”12
Indeed, at the heart of the split between Russia and China is Russia’s virtual abandonment of the communist ideal in the face of China’s “fundamentalist” devotion to the original creed. The shared devotion to the commune also accounts for the similarities between the New Left, the utopian socialists of the 19th century,13 and the communist anarchists, a wing of anarchism that has always shared the communal ideal with the Marxists.14
The communist would deny that his ideal society would suppress the personality of every man. On the contrary, freed from the confines of the division of labor, each person would fully develop all of his powers in every direction. Every man would be fully rounded in all spheres of life and work. As Engels put it in his Anti-Dühring, communism would give “each individual the opportunity to develop and exercise all his faculties, physical and mental, in all directions…”15 And Lenin wrote in 1920 of the abolition of “the division of labour among people, to educate and school people, give them all-round development and an all-round training, so that they are able to do everything. Communism is advancing and must advance towards that goal, and will reach it…”16
This absurd ideal — of the man “able to do everything” — is only viable if (a) everyone does everything very badly, or (b) there are only a very few things to do, or (c) everyone is miraculously transformed into a superman. Professor Mises aptly notes that the ideal communist man is the dilettante, the man who knows a little of everything and does nothing well. For how can he develop any of his powers and faculties if he is prevented from developing any one of them to any sustained extent? As Mises says of Bebel’s utopia,
Art and science are relegated to leisure hours. In this way, thinks Bebel, the society of the future “will possess scientists and artists of all kinds in countless numbers.” These, according to their several inclinations, will pursue their studies and their arts in their spare time…. All mental work he regards as mere dilettantism…. But nevertheless we must inquire whether under these conditions the mind would be able to create that freedom without which it cannot exist.
Obviously all artistic and scientific work which demands time, travel, technical education and great material expenditure, would be quite out of the question.17
Every person’s time and energy on the earth are necessarily limited; hence, in order to develop any of his faculties to the full, he must specialize and concentrate on some rather than others. As Gray writes,
That each individual should have the opportunity of developing all his faculties, physical and mental, in all directions, is a dream which will cheer the vision only of the simple-minded, oblivious of the restrictions imposed by the narrow limits of human life. For life is a series of acts of choice, and each choice is at the same time a renunciation….
Even the inhabitant of Engels’ future fairyland will have to decide sooner or later whether he wishes to be Archbishop of Canterbury or First Sea Lord, whether he should seek to excel as a violinist or as a pugilist, whether he should elect to know all about Chinese literature or about the hidden pages in the life of the mackerel.18
Of course, the only way to resolve this dilemma is to fantasize that the New Communist Man will be a superman. The Marxist, Karl Kautsky, asserted that in the future society “a new type of man will arise … a superman … an exalted man.” Leon Trotsky prophesied that under communism.
… man will become incomparably stronger, wiser, finer. His body more harmonious, his movements more rhythmical, his voice more musical … The human average will rise to the level of an Aristotle, a Goethe, a Marx. Above these other heights new peaks will arise.19
In recent years, communists have intensified their efforts to end the division of labor and reduce all individuals to uniformity. Fidel Castro’s attempts to “build Communism” in the Isle of Pines, and Mao Tse-Tung’s Cultural Revolution, have been echoed in miniature by the American New Left in numerous attempts to form hippies communes and to create organizational “collectives” in which everyone does everything without benefit of specialization.20
In contrast, Yugoslavia has been the quiet despair of the communist movement by moving rapidly in the opposite direction — toward every-increasing freedom, individuality, and free-market operations — and has proved influential in leading the other “communist” countries of Eastern Europe (notably, Hungary and Czechoslovakia) in the same direction.21
III.
ONE WAY of gauging the extent of “harmonious” development of all of the individual’s powers in the absence of specialization is to consider what actually happened during primitive or preindustrial eras. And, indeed, many socialists and other opponents of the Industrial Revolution exalt the primitive and preindustrial periods as a golden age of harmony, community, and social belonging — a peaceful and happy society destroyed by the development of individualism, the Industrial Revolution, and the market economy.
In their exaltation of the primitive and the preindustrial, the socialists were perfectly anticipated by the reactionaries of the Romantic movement, those men who longed to roll back the tide of progress, individualism, and industry, and return to the supposed golden age of the preindustrial era.
The New Left, in particular, also emphasizes a condemnation of technology and the division of labor, as well as a desire to “return to the earth” and an exaltation of the commune and the “tribe.” As John W. Aldridge perceptively points out, the current New Left virtually constitutes a generational tribe that exhibits all the characteristics of a uniform and interchangeable herd, with little or no individuality among its members.22
Similarly, the early 19th-century German reactionary, Adam Müller, denounced the
vicious tendency to divide labor in all branches of private industry… [The] division of labor in large cities or industrial or mining provinces cuts up man, the completely free man, into wheels, rollers, spokes, shafts, etc., forces on him an utterly one-sided scope in the already one-sided field of the provisioning of one single want…23
The leading French conservatives of the early 19th century, Bonald and de Maistre, who idealized the feudal order, denounced the disruption by individualism of the preexisting social order and social cohesion.24 The contemporary French reactionary, Jacques Ellul, in The Technological Society, a book much in favor on the New Left, condemns “our dehumanized factories, our unsatisfied senses … our estrangement from nature.” In the Middle Ages, in contrast, claims Ellul, “Man sought open spaces … the possibility of moving about … of not constantly colliding with other people.”25 In the meanwhile, on the socialist side, the economic historian Karl Polanyi’s influential The Great Transformation makes this thesis of the disruption of a previous social harmony by individualism, the market economy, and the division of labor the central theme of the book.
For its part, the worship of the primitive is a logical extension of the worship of the preindustrial. This worship by modern sophisticated intellectuals ranges from Rousseau’s “noble savage” and the lionizing of that creature by the Romantic movement, all the way to the adoration of the Black Panthers by white intellectuals.26 Whatever other pathology the worship of the primitive reflects, a basic part of it is a deep-seated hatred of individual diversity. Obviously, the more primitive and the less civilized a society, the less diverse and individuated it can be27 Also part of this primitivism reflects a hatred for the intellect and its works, since the flowering of reason and intellection leads to diversity and inequality of individual achievement.
For the individual to advance and develop, reason and the intellect must be active, it must embody the individual’s mind working upon and transforming the materials of reality. From the time of Aristotle, the classical philosophy presented man as only fulfilling himself, his nature, and his personality through purposive action upon the world. It is from such rational and purposive action that the works of civilization have developed. In contrast, the Romantic movement has always exalted the passivity of the child who, necessarily ignorant and immature, only reacts passively to his environment rather than acts to change it. This tendency to exalt passivity and the young, and to denigrate intellect, has reached its present embodiment in the New Left, which worships both youth per se and a passive attitude of ignorant and purposeless spontaneity. The passivity of the New Left, its wish to live simply and in “harmony” with “the earth” and the alleged rhythms of nature, harks back completely to the Rousseauist Romantic movement. Like the Romantic movement, it is a conscious rejection of civilization and differentiated men on behalf of the primitive, the ignorant, the herd-like “tribe.”28
If reason, purpose, and action are to be spurned, then what replaces them in the Romantic pantheon are unanalyzed, spontaneous “feelings.” And since the range of feelings is relatively small compared to intellectual achievements, and in any case is not objectively known to another person, the emphasis on feelings is another way to iron out diversity and inequality among individuals.
Irving Babbitt, a keen critic of Romanticism, wrote about the Romantic movement:
The whole movement is filled with the praise of ignorance and of those who still enjoy its inappreciable advantages — the savage, the peasant and above all the child. The Rousseauist may indeed be said to have discovered the poetry of childhood… but at what would seem at times a rather heavy sacrifice of rationality. Rather than consent to have the bloom taken off things by analysis one should, as Coleridge tells us, sink back to the devout state of childlike wonder. However, to grow ethically is not to sink back but to struggle painfully forward. To affirm the contrary is to proclaim one’s inability to mature … [The Romantic] is ready to assert that what comes to the child spontaneously is superior to the deliberate moral effort of the mature man. The speeches of all the sages are, according to Maeterlinck, outweighed by the unconscious wisdom of the passing child.29
Another perceptive critique of Romanticism and primitivism was written by Ludwig von Mises. He notes that “the whole tribe of romantics” have denounced specialization and the division of labor. “For them the man of the past who developed his powers ‘harmoniously’ is the ideal: an ideal which alas no longer inspires our degenerate age. They recommend retrogression in the division of labor…” with the socialists surpassing their fellow Romantics in this regard.30 But are primitives or preindustrial men privileged to develop themselves freely and harmoniously? Mises answers:
It is futile to look for the harmoniously developed man at the outset of economic evolution. The almost self-sufficient economic subject as we know him in the solitary peasant of remote valleys shows none of that noble, harmonious development of body, mind, and feeling which the romantics ascribe to him. Civilization is a product of leisure and the peace of mind that only the division of labor can make possible. Nothing is more false than to assume that man first appeared in history with an independent individuality and that only during the evolution [of society]… did he lose … his spiritual independence. All history, evidence and observation of the lives of primitive peoples is directly contrary to this view. Primitive man lacks all individuality in our sense. Two South Sea Islanders resemble each other far more closely than two twentieth-century Londoners. Personality was not bestowed upon man at the outset. It has been acquired in the course of evolution of society.31
Or we may note Charles Silberman’s critique of Jacques Ellul’s rhapsodies on the “traditional rhythms of life and nature” lived by preindustrial man, as compared to “dehumanized factories … our estrangement from nature.” Silberman asks:
But with what shall we contrast this dehumanized world? The beautiful, harmonious life being lived by, say, the Chinese or Vietnamese peasant woman, who works in the fields close to nature, for twelve hours a day — roughly the conditions under which the great bulk of women (and men) have worked … through all of human history? For this is the condition that Ellul idealizes.
And, as for Ellul’s paean to the Middle Ages as being mobile, spacious, and uncrowded:
This would have been startling news to the medieval peasant, who lived with his wife and children, other relatives, and probably animals as well in a one-room thatched cottage. And even for the nobility, was there really more possibility of “moving about” in the Middle Ages, when travel was by foot or hoof, than today, when steelworkers spend sabbaticals in Europe?32
The savage is supposed not only to be “noble” but also supremely happy. From the Rousseauans to what Erich Fromm has called “the infantile Paradise” of Norman O. Brown and Herbert Marcuse, the Romantics have extolled the happiness yielded by the spontaneous and the childlike. To Aristotle and the classic philosophers, happiness was acting in accordance with man’s unique and rational nature. To Marcuse, any purposive, rational action is by definition “repressive,” to which he contrasts the “liberated” state of spontaneous play. Aside from the universal destitution that the proposed abolition of work would bring, the result would be a profound unhappiness, for no individual would be able to fulfill himself, his individuality would largely disappear, for in a world of “polymorphous” play everyone would be virtually alike.
If we consider the supposed happiness of primitive man, we must also consider that his life was, in the famous phrase of Hobbes, “nasty, brutish, and short.” There were few medical aids against disease; there were none against famine, for in a world cut off from interregional markets and barely above subsistence any check to the local food supply will decimate the population. Fulfilling the dreams of Romantics, the primitive tribe is a passive creature of its given environment and has no means for acting to overcome and transform it. Hence, when the local food supply within an area is depleted, the “happy-go-lucky” tribe dies en masse.
Furthermore, we must realize that the primitive faces a world which he cannot understand, since he has not engaged in much of a rational, scientific inquiry into its workings. We know what a thunderstorm is, and therefore take rational measures against it; but the savage does not know, and therefore surmises that the God of Thunder is displeased with him and must be propitiated with sacrifices and votive offerings. Since the savage has only a limited concept of a world knit together by natural law (a concept which employs reason and science), he believes that the world is governed by a host of capricious spirits and demons, each of which can only be propitiated by ritual or magic, and by a priest-craft of witch doctors who specialize in their propitiation.33 The renaissance of astrology and similar mystic creeds on the New Left marks a reversion to such primitive forms of magic. So fearful is the savage, so bound is he by irrational taboo and by the custom of his tribe, that he cannot develop his individuality.
If tribal custom crippled and repressed the development of each individual, then so too did the various caste systems and networks of restriction and coercion in preindustrial societies that forced everyone to follow the hereditary footsteps of his father’s occupation. Each child knew from birth that he was doomed to tread where his ancestors had gone before him, regardless of ability or inclination to the contrary. The “social harmony,” the “sense of belonging,” supplied by mercantilism, by the guilds, or by the caste system, provided such contentment that its members left the throes of the system when given an opportunity. Given the freedom to choose, the tribesmen abandon the bosom of their tribe to come to the freer, “atomistic” cities looking for jobs and opportunity. It is curious, in fact, that those Romantics who yearn to restore the mythical golden age of caste and status refuse to allow each individual the freedom to choose between market on the one hand, or caste and tribal commune on the other. Invariably, the new golden age has to be imposed by coercion.
Is it, indeed, a coincidence that the natives of undeveloped countries, when given a chance, invariably abandon their “folk culture” on behalf of Western ways, living standards, and “Coca-Colaization”? Within a few years, for example, the people of Japan were delighted to abandon their centuries-old traditional culture and folkways, and turn to the material achievements and market economy of the West. Primitive tribes, too, given a chance, are eager to differentiate and develop a market economy, to shed their stagnant “harmony” and replace their magic by knowledge of discovered law. The eminent anthropologist, Branislaw Malinowski, pointed out that primitives use magic only to cover those areas of nature of which they are ignorant; in those areas where they have come to understand the natural processes at work, magic is, quite sensibly, not employed.34
A particularly striking example of the eager development of a pervasive market economy among primitive tribesmen is the largely unheralded case of West Africa.35 And Bernard Siegel has pointed out that when, as among the Penajachel of Guatemala, a primitive society becomes large and technologically and societally complex, a market economy inevitably accompanies this growth, replete with specialization, competition, cash purchases, demand and supply, prices and costs, etc.36
There is thus ample evidence that even primitive tribesmen themselves are not fond of their primitivism and take the earliest opportunity to escape from it; the main stronghold of love for primitivism seems to rest among the decidedly nonprimitive Romantic intellectuals.
Another primitivistic institution that has been hailed by many social scientists is the system of the “extended family,” a harmony and status supposedly ruptured by the individualistic “nuclear family” of the modern West. Yet the extended family system has been responsible for crippling the creative and productive individual as well as repressing economic development. Thus, West African development has been impeded by the extended family concept that, if one man prospers, he is duty bound to share this bounty with a host of relatives, thus draining off the reward for his productivity and crippling his incentive to succeed, while encouraging the relatives to live idly on the family dole. And neither do the productive members of the tribe seem very happy about this supposedly harmonious societal bond. Professor Bauer points out that
… many admit in private discussion that they dread these extensive obligations … The fear of the obligations of the family system is partly responsible for the widespread use of textiles and trinkets as outlets for savings, in preference to more productive forms of investment which are more likely to attract the attention of relatives.
And many Africans distrust banks, “fearing that they may disclose the size of their accounts to members of their families. They, therefore, prefer to keep their savings under the fireplace or buried in the ground.”37
In fact, the primitive community, far from being happy, harmonious, and idyllic, is much more likely to be ridden by mutual suspicion and envy of the more successful or better favored, an envy so pervasive as to cripple, by the fear of its presence, all personal or general economic development. The German sociologist Helmut Schoeck, in his important recent work on Envy, cites numerous studies of this pervasive crippling effect. Thus the anthropologist Clyde Kluckhohn found among the Navaho the absence of any concept of “personal success” or “personal achievement”; and such success was automatically attributed to exploitation of others, and, therefore, the more prosperous Navaho Indian feels himself under constant social pressure to give his money away. Allan Holmberg found that the Siriono Indian of Bolivia eats alone at night because, if he eats by day, a crowd gathers around him to stare in envious hatred. The result among the Siriono is that, in reaction to this pervasive pressure, no one will voluntarily share food with anybody. Sol Tax found that envy and fear of envy in “a small community where all neighbors watch and where all are neighbors” accounted for the unprogressiveness, the slowness of change toward a productive economy among the Indians of Guatemala. And when a tribe of Pueblo Indians showed the beginnings of specialization and the division of labor, the envy of their fellow tribesmen impelled them to take measures to end this process, including physical destruction of the property of those who seemed in any way better off than their fellows.
Oscar Lewis discovered an extremely pervasive fear of the envy of others in a Mexican Indian village, a fear producing intense secretiveness. Wrote Lewis:
The man who speaks little, keeps his affairs to himself, and maintains some distance between himself and others has less chance of creating enemies or of being criticized or envied. A man does not generally discuss his plans to buy or sell or take a trip.38
Professor Schoeck comments:
… it is difficult to envisage what it means for the economic and technical development of a community when, almost automatically and as a matter of principle, the future dimension is banned from human intercourse and conversation, when it cannot even be discussed. Ubiquitous envy, fear of it and those who harbor it, cuts off such people from any kind of communal action directed towards the future … All striving, all preparation and planning for the future can be undertaken only by socially fragmented, secretive beings.39
Furthermore, in this Mexican village no one will warn or tell anyone else of imminent danger to the other’s property; there is no sense of human social solidarity whatsoever.
Among the Indians of Aritama in Colombia, the Reichel-Dolmatoffs reported:
Every individual lives in constant fear of the magical aggression of others, and the general social atmosphere in the village is one of mutual suspicion, of latent danger, and hidden hostility, which pervade every aspect of life. The most immediate reason for magical aggression is envy. Anything that might be interpreted as a personal advantage over others is envied: good health, economic assets, good physical appearance, popularity, a harmonious family life, a new dress. All these and other aspects imply prestige, and with it power and authority over others. Aggressive magic is, therefore, intended to prevent or to destroy this power and to act as a leveling force.40
The Reichel-Dolmatoffs also noted that if one member of a group in Aritama should work faster or better than his fellows, his place of work is marked with a cross before he arrives the next morning, and his envious colleagues pray to God to make this more able worker slow and tired.
Finally, Watson and Samora found that the major reason for the failure of a group of lower-class Spanish-speaking citizens of a mountain township in southern Colorado to rise into parity with the upper-class Anglo community, was the bitter envy of the Spanish group toward any of their number who managed to rise upward. Anyone who works his way upward is regarded as a man “who has sold himself to the Anglos,” “who has climbed on the backs of his people.”41
The anthropologist Eric Wolf has even coined the term “institutionalized envy” to describe such pervasive institutions, including the practice and fear of black magic in these primitive societies.42 Schoeck notes:
Institutionalized envy … or the ubiquitous fear of it, means that there is little possibility of individual economic advancement and no contact with the outside world through which the community might hope to progress. No one dares to show anything that might lead people to think he was better off. Innovations are unlikely. Agricultural methods remain traditional and primitive, to the detriment of the whole village, because every deviation from previous practice comes up against the limitations set by envy.43
And Schoeck aptly concludes:
There is nothing to be seen here of the close community which allegedly exists among primitive peoples in pre-affluent times — the poorer, it is held, the greater the sense of community. Sociological theory would have avoided many errors if those phenomena had been properly observed and evaluated a century ago. The myth of a golden age, when social harmony prevailed because each man had about as little as the next one, the warm and generous community spirit of simple societies, was indeed for the most part just a myth, and social scientists should have known better than to fashion out of it a set of utopian standards with which to criticize their own societies.44
In sum, Ludwig von Mises’s strictures against Romanticism do not seem to be overdrawn:
Romanticism is man’s revolt against reason, as well as against the condition under which nature has compelled him to live. The romantic is a daydreamer; he easily manages in imagination to disregard the laws of logic and nature. The thinking and rationally acting man tries to rid himself of the discomfort of unsatisfied wants by economic action and work; he produces in order to improve his position. The romantic … imagines the pleasures of success but he does nothing to achieve them he does not remove the obstacles; he merely removes them in imagination … He hates work, economy, and reason.
The romantic takes all the gifts of a social civilization for granted and desires, in addition, everything fine and beautiful that, as he thinks, distant times and creatures had or have to offer. Surrounded by the comforts of European town life he longs to be an Indian rajah, bedouin, corsair, or troubadour. But he sees only that portion of these people’s lives which seems pleasant to him … The perilous nature of their existence, the comparative poverty of their circumstances, their miseries and their toil — these things his imagination tactfully overlooks: all is transfigured by a rosy gleam. Compared with this dream ideal, reality appears arid and shallow. There are obstacles to overcome which do not exist in the dream… Here there is work to do, ceaselessly, assiduously… Here one must plough and sow if one wishes to reap. The romantic does not choose to admit all this. Obstinate as a child, he refuses to recognize it. He mocks and jeers; he despises and loathes the bourgeois.45
The Romantic, or primitivist, attitude was also brilliantly criticized by the Spanish philosopher, Ortega y Gasset:
… it is possible to have peoples who are perennially primitive … those who have remained in the motionless, frozen twilight, which never progresses towards midday.
This is what happens in the world which is mere Nature. But it does not happen in the world of civilization which is ours. Civilization is not “just there,” it is not self-supporting. It is artificial…. If you want to make use of the advantages of civilization, but are not prepared to concern yourself with the upholding of civilization — you are done. In a trice you find yourself left without civilization … The primitive forest appears in its native state … The jungle is always primitive and, vice versa, everything primitive is mere jungle.46
Ortega adds that the type of man he sees rising to the fore, the modern “mass-man,” “believes that the civilization into which he was born and which he makes use of, is as spontaneous and self-producing as Nature….” But the mass-man, the herd-man, is also characterized by his desire to stamp out those individuals who differ from the mass: “The mass … does not wish to share life with those who are not of it. It has a deadly hatred of all that is not itself.”47
IV.
THE LEFT, of course, does not couch its demands in terms of stamping out diversity; what it seeks to achieve sounds semantically far more pleasant: equality. It is in the name of equality that the Left seeks all manner of measures, from progressive taxation to the ultimate stage of communism.
But what, philosophically, is “equality”? The term must not be left unanalyzed and accepted at face value. Let us take three entities: A, B, and C. A, B, and C are said to be “equal” to each other (i.e., A=B=C) if a particular characteristic is found in which the three entities are uniform or identical. In short, here are three individual men: A, B, and C. Each may be similar in some respects but different in others. If each of them is precisely 5’10” in height, they are then equal to each other in height. It follows from our discussion of the concept of equality that A, B, and C can be completely “equal” to each other only if they are identical or uniform in all characteristics — in short, if all of them are, like the same size of nut or bolt, completely interchangeable. We see, then, that the ideal of human equality can only imply total uniformity and the utter stamping out of individuality.
It is high time, then, for those who cherish freedom, individuality, the division of labor, and economic prosperity and survival, to stop conceding the supposed nobility of the ideal of equality. Too often have “conservatives” conceded the ideal of equality only to cavil at its “impracticality.” Philosophically, there can be no divorce between theory and practice. Egalitarian measures do not “work” because they violate the basic nature of man, of what it means for the individual man to be truly human. The call of “equality” is a siren song that can only mean the destruction of all that we cherish as being human.
It is ironic that the term “equality” brings its favorable connotation to us from a past usage that was radically different. For the concept of “equality” achieved its widespread popularity during the classical liberal movements of the 18th century, when it meant, not uniformity of status or income, but freedom for each and every man, without exception. In short, “equality” in those days meant the liberation and individualist concept of full liberty for all persons.
Thus, the biochemist Roger Williams correctly points out that the “‘free and equal’ phrase in the Declaration of Independence was an unfortunate paraphrase of a better statement contained in the Virginia Bill of Rights… ‘all men are by nature equally free and independent.’ In other words, men can be equally free without being uniform.”48
This libertarian credo was formulated with particular cogency by Herbert Spencer in his “Law of Equal Liberty” as the suggested fundamental core of his social philosophy:
…man’s happiness can be obtained only by the exercise of his faculties….But the fulfillment of this duty necessarily presupposes freedom of action. Man cannot exercise his faculties without certain scope. He must have liberty to go and to come, to see, to feel, to speak, to work; to get food, raiment, shelter, and to provide for each and all the needs of his nature… To exercise his faculties he must have liberty to do all that his faculties actually impel him to do…. Therefore, he has a right to that liberty. This, however, is not the right of one but all. All are endowed with faculties. All are bound to … [exercise] them. All, therefore, must be free to do those things in which the exercise of them consists. That is, all must have rights to liberty of action.
And hence there necessarily arises a limitation. For if men have like claims to that freedom which is needful for the exercise of their faculties, then must the freedom of each be bounded by the similar freedom of all…. Wherefore we arrive at the general proposition, that every man may claim the fullest liberty to exercise his faculties compatible with the possession of like liberty by every other man.49
Thus, only the specific of equality of liberty — the older view of human equality — is compatible with the basic nature of man. Equality of condition would reduce humanity to an antheap existence. Fortunately, the individuated nature of man, allied to the geographical diversity on the earth, makes the ideal of total equality unattainable. But an enormous amount of damage — the crippling of individuality, as well as economic and social destruction — could be generated in the attempt.
Let us turn from equality to the concept of inequality, the condition that exists when every man is not identical to every other in all characteristics. It is evident that inequality flows inevitably out of specialization and the division of labor. Therefore, a free economy will lead not only to diversity of occupation, with one man a baker, another an actor, a third a civil engineer, etc., but specific inequalities will also emerge in monetary income and in status and scope of control within each occupation. Each person will, in the free-market economy, tend to earn a monetary income equal to the value placed upon his productive contribution in satisfying the desires and demands of the consumers. In economic terminology each man will tend to earn an income equal to his “marginal productivity,” to his particular productivity in satisfying consumer demands. Clearly, in a world of developed individual diversity, some men will be more intelligent, others more alert and farsighted, than the remainder of the population. Still others, meanwhile, will be more interested in those areas reaping greater monetary gain; those who succeed at wildcatting crude oil will reap greater monetary rewards than those who remain in secretarial jobs.
Many intellectuals are wont to denounce the “unfairness” of the market in granting a far higher monetary income to a movie star than, say, to a social worker, in that way rewarding the “material” far more than the “spiritual.” It strikes one that if the social worker’s alleged “goodness” indeed resides in her “spirituality,” then it is surely inappropriate and inconsistent to demand that she receive more of the “material” amenities (money) vis-à-vis the movie star. In the free society, those who are capable of providing goods and services that the consumers value and are willing to purchase, will receive precisely what the consumers are willing to spend. Those who persist in entering lower-priced occupations, either because they prefer the work or because they are not sufficiently capable in the higher-paid fields, can scarcely complain when they earn a lower salary.
If, then, inequality of income is the inevitable corollary of freedom, then so too is inequality of control. In any organization, whether it be a business firm, a lodge, or a bridge club, there will always be a minority of people who will rise to the position of leaders and others who will remain as followers in the rank and file. Robert Michels discovered this as one of the great laws of sociology, “The Iron Law of Oligarchy.” In every organized activity, no matter the sphere, a small number will become the “oligarchical” leaders and the others will follow.
In the market economy, the leaders, being more productive in satisfying the consumers, will inevitably earn more money than the rank and file. Within other organizations, the difference will only be that of control. But, in either case, ability and interest will select those who rise to the top. The best and most dedicated steel producer will rise to the leadership of the steel corporation; the ablest and most energetic will tend to rise to leadership in the local bridge club, and so on.
This process of ability and dedication finding its own level works best and most smoothly, it is true, in institutions such as business firms in the market economy. For here every firm places itself under the discipline of monetary profits and income earned by selling a suitable product to the consumers. If managers or workers fall down on the job, a loss of profits provides a very rapid signal that something is wrong and that these producers must mend their ways. In nonmarket organizations, where profit does not provide a test of efficiency, it is far easier for other qualities extraneous to the actual activity to play a role in selecting the members of the oligarchy. Thus, a local bridge club may select its leaders not only for ability and dedication to the activities of the club, but also for extraneous racial or physical characteristics preferred by the membership. This situation is far less likely where monetary losses will be incurred by yielding to such external factors.
We need only look around us at every human activity or organization, large or small, political, economic, philanthropic, or recreational, to see the universality of the Iron Law of Oligarchy. Take a bridge club of fifty members and, regardless of legal formalities, half-a-dozen or so will really be running the show. Michels, in fact, discovered the Iron Law by observing the rigid, bureaucratic, oligarchic rule that pervaded the Social Democratic parties in Europe in the late 19th century, even though these parties were supposedly dedicated in equality and the abolition of the division of labor.50 And it is precisely the obviously frozen inequality of income and power, and the rule by oligarchy, that has totally disillusioned the equality-seeking New Left in the Soviet Union. No one lionizes Brezhnev or Kosygin.
It is the egalitarian attempt by the New Left to escape the Iron Law of inequality and oligarchy that accounts for its desperate efforts to end elite leadership within its own organizations. (Certainly there has been no indication of any disappearance of the power elite in oft-heralded Cuba or China.) The early drive toward egalitarianism in the New Left emerged in the concept of “participatory democracy.” Instead of the members of an organization electing an elite leadership, so the theory ran, each person would participate equally in all of the organization’s decision-making. It was, by the way, probably this sense of direct and intense participation by each individual that accounted for the heady enthusiasm of the masses in the very early stages of the revolutionary regimes in Soviet Russia and Cuba — an enthusiasm that quickly waned as the inevitable oligarchy began to take control and mass participation to die.
While the would-be participatory democrats have made keen criticisms of bureaucratic rule in our society, the concept itself, when applied, runs rapidly against the Iron Law. Thus, anyone who has sat through sessions of any organization engaged in participatory democracy knows the intense boredom and inefficiency that develop rapidly. For if each person must participate equally in all decisions, the time devoted to decision-making must become almost endless, and the processes of the organization become life itself for the participants. This is one of the reasons why many New Left organizations quickly begin to insist that their members live in communes and dedicate their entire lives to the organization — in effect, to merge their lives with the organization. For if they truly live and pursue participatory democracy, they can hardly do anything else. But despite this attempt to salvage the concept, the inevitable gross inefficiency and aggravated boredom ensure that all but the most intensely dedicated will abandon the organization. In short, if it can work at all, participatory democracy can work only in groups so tiny that they are, in effect, the “leaders” shorn of their following.
We conclude that, to succeed, any organization must eventually fall into the hands of specialized “professionals,” of a minority of persons dedicated to its tasks and able to carry them out. Oddly enough, it was Lenin who, despite his lip service to the ultimate ideal of egalitarian communism, recognized that a revolution, too, in order to succeed, must be led by a minority, a “vanguard,” of dedicated professionals.
It is the intense egalitarian drive of the New Left that accounts, furthermore, for its curious theory of education — a theory that has made such an enormous impact on the contemporary student movement in American universities in recent years. The theory holds that, in contrast to “old-fashioned” concepts of education, the teacher knows no more than any of his students. All, then, are “equal” in condition; one is no better in any sense than any other. Since only an imbecile would actually proclaim that the student knows as much about the content of any given discipline as his professor, this claim of equality is sustained by arguing for the abolition of content in the classroom. This content, asserts the New Left, is “irrelevant” to the student and hence not a proper part of the educational process. The only proper subject for the classroom is not a body of truths, not assigned readings or topics, but open-ended, free-floating participatory discussion of the student’s feelings, since only his feelings are truly “relevant” to the student. And since the lecture method implies, of course, that the lecturing professor knows more than the students to whom he imparts knowledge, the lecture too must go. Such is the caricature of “education” propounded by the New Left.
The Iron Law of Oligarchy
One question that this doctrine calls to mind, and one that the New Left has never really answered, of course, is why the students should then be in college to begin with. Why couldn’t they just as well achieve these open-ended discussions of their feelings at home or at the neighborhood candy store? Indeed, on this educational theory, the school as such has no particular function; it becomes, in effect, the local candy store, and it too merges with life itself. But then, again, why have a school at all? And why, in fact, should the students pay tuition and the faculty receive a salary for their nonexistent services? If all are truly equal, why is the faculty alone paid?
In any case, the emphasis on feelings rather than rational content in courses again insures an egalitarian school; or rather, the school as such may disappear, but the “courses” would surely be egalitarian, for if only “feelings” are to be discussed, then surely everyone’s feelings are approximately “equal” to everyone else’s. Once allow reason, intellect, and achievement full sway, and the demon of inequality will quickly raise its ugly head.
If, then, the natural inequality of ability and of interest among men must make elites inevitable, the only sensible course is to abandon the chimera of equality and accept the universal necessity of leaders and followers. The task of the libertarian, the person dedicated to the idea of the free society, is not to inveigh against elites which, like the need for freedom, flow directly from the nature of man. The goal of the libertarian is rather to establish a free society, a society in which each man is free to find his best level. In such a free society, everyone will be “equal” only in liberty, while diverse and unequal in all other respects. In this society the elites, like everyone else, will be free to rise to their best level.
In Jeffersonian terminology, we will discover “natural aristocracies” who will rise to prominence and leadership in every field. The point is to allow the rise of these natural aristocracies, but not the rule of “artificial aristocracies” — those who rule by means of coercion. The artificial aristocrats, the coercive oligarchs, are the men who rise to power by invading the liberties of their fellow men, by denying them their freedom. On the contrary, the natural aristocrats live in freedom and harmony with their fellows, and rise by exercising their individuality and their highest abilities in the service of their fellows, either in an organization or by producing efficiently for the consumers. In fact, the coercive oligarchs invariably rise to power by suppressing the natural elites, along with other men; the two kinds of leadership are antithetical.
Let us take a hypothetical example of a possible case of such conflict between different kinds of elites. A large group of people voluntarily engage in professional football, selling their services to an eager consuming public. Quickly rising to the top is a natural elite of the best — the most able and dedicated — football players, coaches, and organizers of the game. Here we have an example of the rise of a natural elite in a free society. Then, the power elite in control of the government decides in its wisdom that all professional athletics, and especially football, are evil. The government then decrees that pro football is outlawed and orders everyone to take part instead in a local eurythmics club as a mass-participatory substitute. Here the rulers of the government are clearly a coercive oligarchy, an “artificial elite,” using force to repress a voluntary or natural elite (as well as the rest of the population).
The libertarian view of freedom, government, individuality, envy, and coercive versus natural elites has never been put more concisely or with greater verve than by H.L. Mencken:
All government, in its essence, is a conspiracy against the superior man: its one permanent object is to oppress him and cripple him. If it be aristocratic in organization, then it seeks to protect the man who is superior only in law against the man who is superior in fact; if it be democratic, then it seeks to protect the man who is inferior in every way against both. One of its primary functions is to regiment men by force, to make them as much alike as possible and as dependent upon one another as possible, to search out and combat originality among men. All it can see in an original idea is potential change, and hence an invasion of its prerogatives. The most dangerous man to any government is the man who is able to think things out for himself, without regard to the prevailing superstitions and taboos.51
Similarly, the libertarian writer Albert Jay Nock saw in the political conflicts between Left and Right
simply a tussle between two groups of mass-men, one large and poor, the other small and rich … The object of the tussle was the material gains accruing from control of the State’s machinery. It is easier to seize wealth (from the producers) than to produce it; and as long as the State makes the seizure of wealth a matter of legalized privilege, so long will the squabble for that privilege go on.52
Helmut Schoeck’s Envy makes a powerful case for the view that the modern egalitarian drive for socialism and similar doctrines is a pandering to envy of the different and the unequal, but the socialist attempt to eliminate envy through egalitarianism can never hope to succeed. For there will always be personal differences, such as looks, ability, health, and good or bad fortune, which no egalitarian program, however rigorous, can stamp out, and on which envy will be able to fasten its concerns.
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Inspiration: Jeffrey Tucker's 25 Life-Changing Liberty Classics
Introduction
IT IS A RIDICULOUS TASK to list all the literature important to human liberty because all great literature revolves around this theme. You can deduce the essential themes of liberty from the writings of the ancient philosophers, the Hebrew scriptures, the Christian Gospels, Shakespeare, Tolstoy, Victorian Gothic novels, 19th century American literature, and so much more. Literature that doesn't explore this theme, however inadvertently, does not tap into the essential human drama.
That said, there is a specific class of 20th- and 21st-century literature that addresses the problem of human liberty directly, and within this class there are also many thousands of worthy volumes. It would be easy to make a list of 25 books that constitute just the large tomes like Human Action by Ludwig von Mises. But that is not what this list is about. Time is scarcer than ever, and so this list is biased toward shorter works. I tried to select books that do not repeat themes (for example, how many books do we need pointing to the obvious fact that the state is evil?) and otherwise economize, so that you don't end up reading hundreds of pages of material that is not relevant.
I've also tried to highlight books that are not incredibly obvious. These are my favorites of course, and I do not list books I've not read and been influenced by (another bias). So, yes, this list is personal. But I do think it is important. They are listed in an order in which to read them but this is not essential. Skipping around among them based on my descriptions is also an equally valuable way to tackle them.
I can guarantee that none are taxing. All of them are supremely engaging and pay high returns. With these books under your belt, you will have an excellent and solid grounding to understand the world and navigate it with success.
We live in troubled times when the essential barriers of life are not natural but political and bureaucratic. This fact poses special challenges for anyone who seeks to live a free life despite it all. So dig in and enjoy the adventure, which only begins with reading. It is fulfilled through living a fuller and freer life.
To see Jeffrey Tucker's 25 Life-Changing Liberty Classics, please visit Liberty.me.
Economics of Illusion by L. Albert Hahn (Sample)
1. Introductory: Cycles in Monetary Theory and Policy
IF THE LUCK of a monetary theorist is to be measured by the variety of things he has experienced during his lifetime, then, indeed, I must be considered fortunate, for I lived through times of the widest changes in the monetary field: from the relative stability of the era before 1914, through the inflationism of World War I and the more violent excesses of inflation that followed; through the deep and stubborn deflationism from 1929 onwards, then through the ups and downs of the thirties; and finally the mounting inflation of the recent decade, that has gripped the whole world and has again in parts of Europe and in the Orient passed beyond the limits of control. Throughout most of these periods monetary theorists, by and large, were engaged in rationalizing, justifying and defending the excesses of those responsible for monetary policy. My situation, on the other hand, was often that of a Cassandra who saw the ominous implications of what the majority of theorists considered harmless or even beneficial.
I have attempted to counter to the best of my ability the noxious extremes to which monetary policy and theory seem to swing, pendulum-like, as if subject to a historical law. My first publication, the Volkswirtschaftliche Theorie des Bankkredits, it is true, was an inflationary book in an inflationary time; it was understandable, however, as a reaction against the hyper-classicism of prevailing theory in which the effects on the economy of manipulation of money and credit were entirely ignored. It is, to my present way of thinking, a typical soft money book and I attribute its success mainly to the fact that any soft money book—any book that promises prosperity by the relatively easy means of monetary manipulations—is eagerly taken up by readers who have recently witnessed the beneficial effects of inflation in its first phases.
Monetary policy, abandoning conservatism with the beginning of World War I, became extremely inflationary in Europe from about 1920 on; and monetary theorists—laying the blame for the depreciation of the currency to deficits in the balance of payments rather than to inflation—lent support to the prevailing policy. The aim of the articles I wrote during this period was chiefly to combat the inflationary policy of the German Reichsbank and its underlying philosophy. These articles were published in 1924 under the title Geld und Kredit.
In articles covering the stabilization and post-stabilization periods I pointed out what I considered the shortcomings of the policy of the Reichsbank under Schacht’s first presidency. They were assembled in 1929 under the title Geld und Kredit, Neue Folge. The reader who is interested in these two books will find their contents listed in Appendices IV and V.
When in 1929 practice and theory again became deflationary in most countries, and especially in Germany, my fight was directed against deflationism, particularly of the Bruening-Luther brand which, I was convinced, would undermine the economy to the breaking point. The Nazi revolution was, in my opinion, largely the inevitable result of the deflationary policy of the last pre-Hitler government. By lectures and articles in daily papers, notably the Frankfurter Zeitung, and in journals, I tried in vain to combat this policy. Of longer articles that were published separately, 1st Arbeitslosigkeit unvermeidlich? (Is Unemployment Unavoidable?) and Kredit und Krise (Credit and Crisis) may be mentioned. Like that of all similar endeavors, their effect was frustrated by the strongly anti-inflationary editorial attitude of the influential Frankfurter Zeitung and the Deutsche Volkswirt which, even after the pound sterling had been devaluated, saw in every monetary adjustment an attack on the value of the mark and persistently warned against what they called unzulässige Währungsexperimente (inadmissible currency experiments). As occurs all too frequently, the people, politicians, and economists had forgotten the past and were solely under the impression of the immediately preceding experience—the hyper-inflation of 1921-23.
In the entire world the great depression led to theoretical views that are again clearly on the soft money side.
I felt compelled to change sides once more. My fight during the last decade has been against what I consider a dangerous swing to the other extreme, towards inflationism.
As theory and policy during the last decade have been strongly influenced by the late Lord Keynes and his followers, my recent work is squarely addressed to the refutation of Keynesian theory. The articles I have published in the last few years represent, therefore, my criticism of Keynesianism and a further elaboration of what I wrote in the Neue Zürcher Zeitung (November 1920, 1936) immediately after the appearance of The General Theory of Employment, Interest, and Money.
These articles are reprinted in this volume with only slight alterations—some omissions to prevent repetitions, and a few supplementary footnotes. I am conscious that today I would express many things differently and, above all, that somebody else, more familiar with the English language and the technique of expressing theoretical statements usual in this country could do better. However, in view of the almost entire lack of anti-Keynesian literature, I have felt obliged to surmount my inhibitions in order to relieve this situation to the best of my ability.
As will be evident from this volume, one of my chief objections to Keynes’ theory is that it, like all previous inflationary theories of employment, presupposes that the members of the community are blissfully ignorant of the changes. In other words, that it presupposes one can take away from some and give to others without arousing “compensating reactions” on the part of the former. That is why I have not called this book “Money and Credit, third collection”—which it actually is—but The Economics of Illusion, after Chapter 14, in which I emphasize this angle of approach.
It will be further evident from the following that to my mind Keynesianism is, with relation to its position within the history of economic thought, nothing but another one-sided swing of the pendulum monetary theory has often experienced—this time toward the distinct overestimation of the possibilities and effects of monetary manipulations and changes.
Generally speaking, I cannot help thinking that what is today praised as the “Keynesian Revolution” should, more accurately, be called the “Keynesian General Confusion.” Not every paradox is correct just because it is a paradox. And what may be an interesting and intriguing mental exercise for specialists who are certain never to lose the firm ground of common sense and fundamental economic insight, becomes irritating and misleading heresy when swallowed whole by minor minds and fanatics. In fact, I sometimes think Keynes wrote his book with his tongue in his cheek. He was doubtless often surprised at the seriousness with which his colleagues took his theses. And if to all this one should remark that I am incapable of grasping the Keynesian intricacies, I would have to console myself with what an old Berlin banker said to an apprentice who was desperate because he was unable to comprehend what a client had written: “Young man, if you are not able to understand his letter, it is probably because it is not understandable.”
In rejecting Keynesianism, I am in a peculiar position. Keynesianism is a sin of my youth, for as early as 1920 in my Volkswirtschaftliche Theorie des Bankkredits I presented what to me are the basic Keynesian statements. As I confessed later, “all that is wrong and exaggerated in Keynes I said much earlier and more clearly.” Unfortunately I cannot refer to an English translation of my book to prove my claim to priority to English readers. However, Howard S. Ellis gives a very good résumé of my theories in his German Monetary Theory (Harvard University Press, 1934). In order that the reader may judge for himself, and because I refer several times to my work in the following articles, the chapter of Ellis’s book summarizing my theory is reprinted in Appendix I. For the same reason, part of Gottfried Haberler’s extensive résumé and criticism of my book, which appeared in the Archiv für Sozialwissenschaft und Sozialpolitik, has been translated (Appendix II). Another reason for adding these two excerpts is that what the authors say, with full justification, against my theses can be said with the same justification against Keynes, but has not been.
Chapter 16 is a study of the relation between Keynes’ General Theory and my Volkswirtschaftliche Theorie des Bankkredits, and includes some remarks on the fate of what may be called German pre-Keynesianism. If one compares the passages quoted from the two books, I think that one cannot but be amazed at the similarity not only of the essence of the ideas but also in some instances of the wording.
In publishing this volume I am prompted by a sense of duty rather than by hope that they may prove a timely warning signal. Life has taught me that men, including economists, are influenced chiefly by their latest experience. Until very recently they were still under the spell of deflation and had forgotten the preceding inflation. Monetary opinion spreads like an infectious disease. Economists make the same mistake as businessmen and stock exchange traders who during a boom see only the bullish argument and during a depression only the bearish argument. Perhaps it is asking too much of a generation engaged in the undoubtedly attractive occupation of working out ever more refinements of the Keynesian theory—see, for example, the multiplier literature—to examine the fundamental question whether the basis of Keynes’ work is valid and whether all their zeal is not expended on an undeserving cause. They seem to have lost the ability to think along classical lines and may no longer be able to go in for such an examination. Blinded by the allegedly overwhelming importance of demand, they fail to see the implications of costs.
The situation will, I fear, prove dangerous when this country again faces real economic difficulties. It would be an economic policy of illusion to rely, on the one hand, on forecasts of economic developments by economists and government agencies and, on the other hand, on governmental interference to prevent depression and unemployment. As long as the world is not entirely totalitarian, neither the objective data of the future nor the subjective reactions of millions of individuals can be predicted. That is why all models, estimates, and forecasts are either right purely by chance or, if they hedge against future developments, worthless. Unforgotten are the forecasts of a postwar depression (see Chapter 5). The mistake common to all forecasts is that they try to predict the unpredictable. Specific amounts of goods are supposed to come to the market manufactured at a rate of productivity calculated in advance to meet a demand fixed by inveterate investment or consumption habits. The forecasters do not take into account the fact that the slightest change in certain objective factors, such as wage rates, or the slightest modification of the psychological atmosphere can cause fluctuations in the markets that set at nought the calculations based upon estimates of productivity, of pent-up demand, saving habits, and so on. As far as governmental interference itself is concerned, one should never forget that serious economic disturbances are the consequences of basic maladjustments. The effect of correcting or not correcting such maladjustments is infinitely greater than any artificial creation of demand by government in an economy that, in most sectors, is still free. Therefore an economic policy that concentrates on artificially filling up an investment or spending gap rather than on fostering adjustments—and thus creating demand in a natural way—is doomed to fail in any severe crisis.
To read more of this book, please visit Liberty.me.