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Chapter 1
THE COMING LIBERTARIAN AGE


In 1995 Gallup pollsters found that 39 percent of Americans said that “the federal government has become so large and powerful that it poses an immediate threat to the rights and freedoms of ordinary citizens.” Pollsters couldn’t believe it, so they tried again, taking out the word “immediate.” This time 52 percent of Americans agreed.

Later that year USA Today reported in a front-page story on post-baby-boom Americans that “many of the 41 million members of Generation X… are turning to an old philosophy that suddenly seems new: libertarianism.” A front-page report in the Wall Street Journal agreed: “Much of the angry sentiment coursing through [voters’] veins today isn’t traditionally Republican or even conservative. It’s libertarian…. Because of their growing disdain for government, more and more Americans appear to be drifting—often unwittingly—toward a libertarian philosophy.”

Writing in 1995 about the large numbers of Americans who say they’d welcome a third party, David Broder of the Washington Post commented,

The distinguishing characteristic of these potential independent voters—aside from their disillusionment with Washington politicians of both parties—is their libertarian streak. They are skeptical of the Democrats because they identify them with big government. They are wary of the Republicans because of the growing influence within the GOP of the religious right.

Where did this sudden media interest in libertarianism come from? As USA Today noted, libertarianism challenges the conventional wisdom and rejects outmoded statist ideas, so it often has a strong appeal to young people. As for myself, when I first discovered libertarian ideas in my college days, it seemed obvious to me that most libertarians would be young (even though I was dimly aware that the libertarian books I was reading were written by older people). Who but a young person could believe in such a robust vision of individual freedom? When I went to my first libertarian event off-campus, I was mildly surprised that the first person I encountered was about forty, which seemed quite old to me at the time. Then another person arrived, more the sort of person I had expected to meet, a young woman in her late twenties. But her first question was, “Have you seen my parents?” I soon learned that her sixtyish parents were the leading libertarian activists in the state, and my mistaken impressions about what kind of people would become libertarians were gone forever. I discovered that the young woman’s parents, and the millions of Americans who today share libertarian beliefs, stand firmly in a long American tradition of individual liberty and opposition to coercive government.

Libertarianism is the view that each person has the right to live his life in any way he chooses so long as he respects the equal rights of others. (Throughout this book I use the traditional “he” and “his” to refer to all individuals, male and female; unless the context indicates otherwise, “he” and “his” should be understood to refer to both men and women.) Libertarians defend each person’s right to life, liberty, and property—rights that people possess naturally, before governments are created. In the libertarian view, all human relationships should be voluntary; the only actions that should be forbidden by law are those that involve the initiation of force against those who have not themselves used force—actions like murder, rape, robbery, kidnapping, and fraud.

Most people habitually believe in and live by this code of ethics. Libertarians believe this code should be applied consistently—and specifically, that it should be applied to actions by governments as well as by individuals. Governments should exist to protect rights, to protect us from others who might use force against us. When governments use force against people who have not violated the rights of others, then governments themselves become rights violators. Thus libertarians condemn such government actions as censorship, the draft, price controls, confiscation of property, and regulation of our personal and economic lives.

Put so starkly, the libertarian vision may sound otherworldly, like a doctrine for a universe of angels that never was and never will be. Surely, in today’s messy and often unpleasant world, government must do a great deal? But here’s the surprise: The answer is no. In fact, the more messy and modern the world, the better libertarianism works compared—for instance—with monarchy, dictatorship, and even postwar American-style welfarism. The political awakening in America today is first and foremost the realization that libertarianism is not a relic of the past. It is a philosophy—more, a pragmatic plan—for the future. In American politics it is the leading edge—not a backlash, but a vanguard.

Libertarian thought is so widespread today, and the American government has become so bloated and ludicrous, that the two funniest writers in America are both libertarians. P. J. O’Rourke summed up his political philosophy this way: “Giving money and power to government is like giving whiskey and car keys to teenage boys.” Dave Barry understands government about as clearly as Tom Paine did: “The best way to understand this whole issue is to look at what the government does: it takes money from some people, keeps a bunch of it, and gives the rest to other people.”

Libertarianism is an old philosophy, but its framework for liberty under law and economic progress makes it especially suited for the dynamic world—call it the Information Age, or the Third Wave, or the Third Industrial Revolution—we are now entering.

The Resurgence of Libertarianism

Some readers may well wonder why people in a generally free and prosperous country like the United States need to adopt a new philosophy of government. Aren’t we doing reasonably well with our current system? We do indeed have a society that has brought unprecedented prosperity to a larger number of people than ever before. But we face problems—from high taxes to poor schools to racial tensions to environmental destruction—that our current approach is not handling adequately. Libertarianism has solutions to those problems, as I’ll try to demonstrate. For now I’ll offer three reasons that libertarianism is the right approach for America on the eve of the new millennium.

First, we are not nearly as prosperous as we could be. If our economy were growing at the rate it grew from 1945 to 1973, our gross domestic product would be 40 percent larger than it is. But that comparison doesn’t give the true picture of the economic harm that excessive government is doing to us. In a world of global markets and accelerating technological change, we shouldn’t be growing at the same pace we did forty years ago—we should be growing faster. More reliance on markets and individual enterprise would mean more wealth for all of us, which is especially important for those who have the least today.

Second, our government has become far too powerful, and it increasingly threatens our freedom—as those 52 percent of Americans told the befuddled pollsters. Government taxes too much, regulates too much, interferes too much. Politicians from Jesse Helms to Jesse Jackson seek to impose their own moral agenda on 250 million Americans. Events like the assault on the Branch Davidians, the shootings of Vicki Weaver and Donald Scott, the beating of Rodney King, and the government’s increasing attempts to take private property without judicial process make us fear an out-of-control government and remind us of the need to reestablish strict limits on power.

Third, in a fast-changing world where every individual will have unprecedented access to information, centralized bureaucracies and coercive regulations just won’t be able to keep up with the real economy. The existence of global capital markets means that investors won’t be held hostage by national governments and their confiscatory tax systems. New opportunities for telecommuting will mean that more and more workers will also have the ability to flee high taxes and other intrusive government policies. Prosperous nations in the twenty-first century will be those that attract productive people. We need a limited government to usher in an unlimited future.

The twentieth century has been the century of state power, from Hitler and Stalin to the totalitarian states behind the Iron Curtain, from dictatorships across Africa to the bureaucratic welfare states of North America and Western Europe. Many people assume that as time goes on, and the world becomes more complex, governments naturally get bigger and more powerful. In fact, however, the twentieth century was in many ways a detour from the 2,500-year history of the Western world. From the time of the Greeks, the history of the West has largely been a story of increasing freedom, with a progressively limited role for coercive and arbitrary government.

Today, at the end of the twentieth century, there are signs that we may be returning to the path of limiting government and increasing liberty. With the collapse of communism, there is hardly any support left for central planning. Third World countries are privatizing state industries and freeing up markets. Practicing capitalism, the Pacific Rim countries have moved from poverty to world economic leadership in a generation.

In the United States, the bureaucratic leviathan is threatened by a resurgence of the libertarian ideas upon which the country was founded. We are witnessing a breakdown of all the cherished beliefs of the welfare-warfare state. Americans have seen the failure of big government. They learned in the 1960s that governments wage unwinnable wars, spy on their domestic opponents, and lie about it. They learned in the 1970s that government management of the economy leads to inflation, unemployment, and stagnation. They learned in the 1980s that government’s cost and intrusiveness grew even as a succession of presidents ran against Washington and promised to change it. Now in the 1990s they are ready to apply those lessons, to make the twenty-first century not the century of the state but the century of the free individual.

These changes have two principal roots. One is the growing recognition by people around the world of the tyranny and inefficiency inherent in state planning. The other is the growth of a political movement rooted in ideas, particularly the ideas of libertarianism. As E. J. Dionne, Jr., writes in Why Americans Hate Politics, “The resurgence of libertarianism was one of the less noted but most remarkable developments of recent years. During the 1970s and 1980s, antiwar, antiauthoritarian, antigovernment, and antitax feelings came together to revive a long-stagnant political tendency.”

Why is there a libertarian revival now? The main reason is that the alternatives to libertarianism—fascism, communism, socialism, the welfare state—have all been tried in the twentieth century and have all failed to produce peace, prosperity, and freedom.

Fascism, as exemplified in Mussolini’s Italy and Hitler’s Germany, was the first to go. Its economic centralization and racial collectivism now seem repellent to every civilized person, so we may forget that before World War II many Western intellectuals admired the “new forms of economic organization in Germany and Italy,” as the magazine the Nation put it in 1934. The world’s horror at National Socialism in Germany helped produce not only the civil rights movement but such harbingers of the libertarian renaissance as The God of the Machine by Isabel Paterson and The Road to Serfdom by Friedrich A. Hayek.

The other great totalitarian system of the twentieth century was communism, as outlined by Karl Marx and implemented in the Soviet Union and its satellites. Communism maintained its appeal to idealists far longer than fascism. At least until the revelations of Stalin’s purges in the 1950s, many American intellectuals viewed communism as a noble if sometimes excessive attempt to eliminate the inequalities and “alienation” of capitalism. As late as the 1980s, some American economists continued to praise the Soviet Union for its supposed economic growth and efficiency—right up to the system’s collapse, in fact.

When communism suddenly imploded in 1989–91, libertarians were not surprised. Communism, they had argued for years, was not only inimical to human freedom and dignity but devastatingly inefficient, and its inefficiency would only get worse over time, while the capitalist world progressed. The collapse of communism had a profound impact on the ideological landscape of the entire world: It virtually eliminated full-blown socialism as one end point of the ideological debate. It’s obvious now that total statism is a total disaster, leading more and more people to wonder why a society would want to implement some socialism if full socialism is so catastrophic.

But what about the welfare states of the West? The remaining ideological battles may be relatively narrow, but they are still important. Shouldn’t government temper the market? Aren’t the welfare states more humane than libertarian states would be? Although Western Europe and the United States never tried complete socialism, such concerns did cause government control of people’s economic lives to increase dramatically during the twentieth century. European governments nationalized more industries and created more state monopolies than the United States did; airlines, telephone companies, coal mines, steel manufacturers, automobile producers, and radio and television broadcasters were among the major industries that were generally private in the United States but stateowned in Western Europe. European countries also established earlier and more comprehensive “cradle-to-grave” government benefits programs.

In the United States, few industries were nationalized (the railroads Conrail and Amtrak were among the few), but regulation and restriction of economic choices grew throughout the century. And while we have not quite created a European system of “social insurance,” we do have transfer payments ranging from the Women, Infants, and Children (WIC) program to Head Start to college loans to unemployment compensation and welfare to Social Security and Medicare—a pretty good start on cradle-to-grave government.

Yet today, all over the developed world, welfare states are faltering. The tax rates necessary to sustain the massive transfer programs are crippling Western economies. Dependence on government has devalued family, work, and thrift. From Germany to Sweden to Australia the promises of the welfare state can no longer be kept.

In the United States, Social Security will start running deficits by 2012—only fifteen years from now—and will be out of money by 2029. Official projections show that Medicare will be out of money as early as 2001 and will be running a deficit of $443 billion by 2006. Economists calculate that an American born in 1975 would have to pay 82 percent of his lifetime income in taxes to keep entitlement programs going, which is why young people are balking at the prospect of working most of their lives to pay for transfer programs that will eventually go bankrupt anyway. A 1994 poll found that 63 percent of Americans between eighteen and thirty-four don’t believe Social Security will exist by the time they retire; more of them (46 percent) believe in UFOs than in Social Security (28 percent).

Getting out of the welfare state is going to be a tricky economic and political problem, but more and more people—in the United States and elsewhere—recognize that Western-style big government is going through a slow-motion version of communism’s collapse.

Economic growth slowed down dramatically in the United States and Europe in the early 1970s. Various explanations have been offered for this phenomenon; the most compelling, I would argue, is that the burden of taxes and regulation increased substantially during the 1960s. The number of pages in the Federal Register, where new regulations are printed, doubled between 1957 and 1967, then tripled between 1970 and 1975. Great Britain, which had higher taxes and more socialism than the United States, suffered even more. It was the richest country in the world in the nineteenth century, but by the 1970s its economic stagnation and national malaise were known worldwide as the “British disease.”

These sorts of problems led to the elections of Margaret Thatcher as prime minister of Great Britain in 1979 and Ronald Reagan as president of the United States in 1980. Thatcher and Reagan were unlike previous leaders of their respective parties. Rather than manage the welfare state a little more efficiently than the Labour and Democratic parties, they promised to roll back socialism in Britain and high taxes in the United States. Their programs were by no means consistently libertarian, but their elections did indicate that voters were growing uncomfortable with the economic burden of big government.

Unfortunately, neither Reagan nor Thatcher, despite the length of their tenure in office, did much to slow down the growth of the welfare state. Thatcher did privatize quite a few nationalized industries, including British Airways, the telephone company, public housing, and the Jaguar automobile company. But she made little headway against the middle-class entitlement state, and government spending as a percentage of GNP was not reduced. Reagan arguably accomplished even less in the economic arena. He cut income tax rates but then raised payroll taxes to preserve the cornerstone of the welfare state, Social Security. The percentage of national income going to government transfer payments kept on rising.

There was some evidence during the 1980s that a country actually had to run smack into welfare-state bankruptcy before reform would be possible. The greatest success story was not Thatcher’s Britain or Reagan’s America but New Zealand, whose corporatist and paternalist welfare state had run out of money. Ironically, it was the Labour Party government of Prime Minister David Lange and Finance Minister Roger Douglas that stripped away business-coddling tariffs, reduced taxes, trimmed middle-class welfare, and explored ideas like parental choice in education. According to a worldwide index of economic freedom, New Zealand soared from a dismal 4.9 out of 10 in 1985 to 9.1, the third highest rating in the world, by 1995. Chile and Argentina, two other especially profligate welfare states, also hit bottom and made major reforms in the 1990s. As in New Zealand, the reforms in Argentina came from a surprising source, President Carlos Menem of the Peronist party, which had from the 1940s to the 1970s implemented popular welfarist programs that took Argentina from one of the world’s richest countries to a poor country with a bankrupt government.

The Disillusionment with Politics

The inability of Western governments to deliver on their promises of prosperity, security, and social justice—along with the less than successful attempts at reform—has led to a profound disillusionment with the political class throughout the West. The historian Paul Johnson wrote in his book Modern Times,

Disillusionment with socialism and other forms of collectivism was only one aspect of a much wider loss of faith in the state as an agency of benevolence. The state was the great gainer of the twentieth century; and the central failure…. Whereas, at the time of the Versailles Treaty, most intelligent people believed that an enlarged state could increase the sum total of human happiness, by the 1980s the view was held by no one outside a small, diminishing and dispirited band of zealots. The experiment had been tried in innumerable ways; and it had failed in nearly all of them. The state had proved itself an insatiable spender, an unrivalled waster. Indeed, in the twentieth century it had also proved itself the great killer of all time.

By the 1990s the political leaders in every major Western country had fallen to unprecedented lows in popularity. In the United States, it can be argued that in every presidential election since 1968 the voters have chosen the candidate who seemed to offer the greatest prospect of smaller government. Yet the largest and most complex government in history has remained virtually impervious to the public’s desire for reduction of its size and power. (Note that I am certainly not claiming that the United States government is the most oppressive ever; far from it. I do think it’s fair to say, however, that this government commands more resources, dispenses more favors, and promulgates more rules and regulations than any other.) By 1993 the public’s dissatisfaction was starkly captured in a Gallup Poll. Gallup regularly asks people how much confidence they have in the federal government. The number has steadily fallen since the mid-1960s, with periodic ups and downs. Unsurprisingly, it reached a low in 1974, at the end of Richard Nixon’s disastrous presidency. It rose a bit and then fell even lower during the last year of Jimmy Carter’s inept administration. It rose with the initial enthusiasm for Ronald Reagan’s promised revolution and then resumed its fall until—remarkably—it reached an all-time low in January 1993, as Bill Clinton assumed the presidency. Never before had public confidence in government been so low at the beginning of a presidency. No wonder there was so little popular enthusiasm for Clinton’s ambitious program of government activism: a tax increase, an economic stimulus program, national youth service, and of course his massively complicated plan to effectively nationalize medical care.

Other poll results confirmed the popular alienation from government. To the question, “Which do you favor, a smaller government with fewer services or a larger government with many services?” the percentage responding “smaller government” rose from 49 in 1984 to 60 in 1993 to 68 in 1995. (Note that the question doesn’t even remind people that more services mean more taxes.) Another regular poll question asks, “How much of the time do you think you can trust the government in Washington to do what is right?” In 1964, 14 percent said “always” and 62 percent said “most of the time.” By 1994, “always” had virtually disappeared, and “most of the time” was down to 14 percent. “Only some of the time” had risen from 22 percent to 73 percent, while 9 percent volunteered the response of “never.” Given all that, it’s no surprise that by mid-1995 the number of voters expressing support for creating a third party had risen to 62 percent.

Michael Ledeen of the American Enterprise Institute argues that throughout the cold war voters in the West figured they had to stick with their ruling classes to avoid a far worse fate. But in the 1990s, “the external threat having collapsed, the people are ready to reclaim control over their destiny.”

Those people realize, at least intuitively, that the Age of Politics has failed to make good on its promises. They are ready for a political philosophy and a political movement that can explain why politics failed and what can replace it.

Why Politics Fails

Much of this book will be devoted to examining the problems with coercive government, and the libertarian alternative. Here I’ll offer just a brief introduction. The real problem in the United States is the same one being recognized all over the world: too much government. The bigger the government, the bigger the failure; thus state socialism was the most obvious failed policy. As libertarians warned throughout the twentieth century, socialism and other attempts to replace individual decision making with government solutions took away the freedom and dignity of the individual—the goal for which so many battles in Western civilization had been fought. Socialism also faced several insurmountable political and economic problems:

• The totalitarian problem, that such a concentration of power would be an irresistible temptation to abuse

• The incentive problem, the lack of inducement for individuals to work hard or efficiently

• The least understood, the calculation problem, the inability of a socialist system, without prices or markets, to allocate resources according to consumer preferences

For decades libertarian economists such as F. A. Hayek and Ludwig von Mises insisted that socialism simply couldn’t work, couldn’t effectively utilize all the resources and knowledge of a great society to serve consumers. And for decades social democrats in the West dismissed those claims, arguing that not only was Soviet communism surviving, its economy was growing faster than the economies of the West.

The social democrats were wrong. Although the clumsy Soviet economy could produce large quantities of low-grade steel and concrete—it practiced what the Hungarian-born philosopher Michael Polanyi called “conspicuous production”—and even put men in space, it never managed to produce anything that consumers wanted. By the late 1980s the Soviet economy was not two-thirds the size of the U.S. economy, as the CIA estimated; it did not “make full use of its manpower,” as the Harvard University economist John Kenneth Galbraith said; it was not “a powerful engine for economic growth,” as Nobel laureate Paul Samuelson’s textbook told generations of college students. It was, in fact, about 10 percent the size of the U.S. economy, as nearly as such disparate things can be compared, and it made grossly inefficient use of the educated Soviet workforce. A failure in the industrial age, it was a dinosaur in the information age, a fact obvious to everyone—except Western intellectuals—who visited the USSR.

Government intervention into society and markets in the United States suffers from the same problems, albeit in weaker form. Power always corrupts, and the power of government to tell people how to live their lives or to transfer money from those who earn it to others is always a temptation to corruption. Taxes and regulations reduce people’s incentive to produce wealth, and government transfer programs reduce the incentive to work, to save, and to help family and friends in case of sickness, disability, or retirement. And though U.S. bureaucrats don’t make the gross errors that socialist planners did, it is nonetheless clear that government enterprises are less efficient, less innovative, and more wasteful than private firms. Just compare the U.S. Postal Service with Federal Express. Or compare what it’s like to call American Express versus the IRS to correct problems. Or compare a private apartment building with public housing. People who don’t own property don’t take care of it as well as owners; people who don’t have their own money invested in an enterprise and won’t make a profit by its success will never innovate, serve customers, and cut costs as well as profit-seeking entrepreneurs.

In his book The Affluent Society, Galbraith observed “private opulence and public squalor”—that is, a society in which privately owned resources were generally clean, efficient, well maintained, and improving in quality, while public spaces were dirty, overcrowded, and unsafe—and concluded, oddly enough, that we ought to move more resources into the public sector. This book suggests a different conclusion.

Basic Political Choices

For centuries people have argued about the basic issues of politics and government. According to Aristotle, the possible political systems were tyranny, aristocracy, oligarchy, and democracy. In the middle of the twentieth century, it seemed to many that the choices were communism, fascism, and democratic capitalism. Today, all those choices have fallen from favor except democratic capitalism, and many intellectuals have embraced Francis Fukuyama’s proclamation of “the end of history,” meaning that the great battles over ideology have ended with the triumph of mixed-economy democracy. Even as his book appeared, however, Islamic fundamentalism was rising in one part of the world, and some Asian political leaders and intellectuals were beginning to develop a positive argument for a form of authoritarian capitalism they dubbed “Asian values.”

In any case, the supposed triumph of democracy still leaves much room for contending ideologies. Even the identification of “democracy” as the Western alternative to fascism and socialism is problematic. Libertarians, as the name implies, believe that the most important political value is liberty, not democracy. Many modern readers may wonder, what’s the difference? Aren’t liberty and democracy the same thing? Certainly one could get that idea from the standard teaching of American history. But consider: India is the world’s largest democracy, yet its commitment to free speech and pluralism is weak and its citizens are enmeshed in a web of protectionist regulations that limit their liberty at every turn. For the past several decades, Hong Kong has not been a democracy—its citizens have had no right to vote for their rulers—yet it has afforded more scope for individual choice and freedom than any other place in the world. There is a connection between liberty and democracy, but they are not identical. As my friend Ross Levatter says, if we lived in a society where everyone’s spouse was chosen by majority vote of the entire community, we’d live in a democracy but we wouldn’t have much liberty.

Much of the confusion stems from two different senses of the word “liberty,” a distinction notably explored by the nineteenth-century French libertarian Benjamin Constant in an essay titled “The Liberty of the Ancients Compared with That of the Moderns.” Constant noted that to the ancient Greek writers the idea of liberty meant the right to participate in public life, in making decisions for the entire community. Thus Athens was a free polity because all the citizens—that is, all the free, adult, Athenian men—could go to the arena and participate in the decisionmaking process. Socrates, indeed, was free because he could participate in the collective decision to execute him for his heretical opinions. The modern concept of liberty, however, emphasizes the right of individuals to live as they choose, to speak and worship freely, to own property, to engage in commerce, to be free from arbitrary arrest or detention—in Constant’s words, “to come and go without permission, and without having to account for their motives and undertakings.” A government based on the participation of the governed is a valuable safeguard for individual rights, but liberty itself is the right to make choices and to pursue projects of one’s own choosing.

For libertarians, the basic political issue is the relationship of the individual to the state. What rights do individuals have (if any)? What form of government (if any) will best protect those rights? What powers should government have? What demands may individuals make on one another through the mechanism of government?

As Edward H. Crane of the Cato Institute puts it, there are only two basic ways to organize society: coercively, through government dictates, or voluntarily, through the myriad interactions among individuals and private associations. All the various political “isms”—monarchy, oligarchy, fascism, communism, conservatism, liberalism, libertarianism—boil down to a single question: Who is going to make the decision about this particular aspect of your life, you or somebody else?

Do you spend the money you earn, or does Congress?

Do you pick the school your child goes to, or does the school board?

Do you decide what drugs to take when you’re sick, or does the Food and Drug Administration in Washington?

In a civil society, you make the choices about your life. In a political society, someone else makes those choices. And because people naturally resist letting others make important choices for them, the political society is of necessity based on coercion. Throughout this book we’ll explore the implications of this analysis.

Key Concepts of Libertarianism

With that background in mind, I want to spell out some of the key concepts of libertarianism, themes that will recur throughout this book. These themes have developed over many centuries. The first inklings of them can be found in ancient China, Greece, and Israel; they began to be developed into something resembling modern libertarian philosophy in the work of such seventeenth- and eighteenth-century thinkers as John Locke, David Hume, Adam Smith, Thomas Jefferson, and Thomas Paine.

Individualism. Libertarians see the individual as the basic unit of social analysis. Only individuals make choices and are responsible for their actions. Libertarian thought emphasizes the dignity of each individual, which entails both rights and responsibility. The progressive extension of dignity to more people—to women, to people of different religions and different races—is one of the great libertarian triumphs of the Western world.

Individual Rights. Because individuals are moral agents, they have a right to be secure in their life, liberty, and property. These rights are not granted by government or by society; they are inherent in the nature of human beings. It is intuitively right that individuals enjoy the security of such rights; the burden of explanation should lie with those who would take rights away.

Spontaneous Order. A great degree of order in society is necessary for individuals to survive and flourish. It’s easy to assume that order must be imposed by a central authority, the way we impose order on a stamp collection or a football team. The great insight of libertarian social analysis is that order in society arises spontaneously, out of the actions of thousands or millions of individuals who coordinate their actions with those of others in order to achieve their purposes. Over human history, we have gradually opted for more freedom and yet managed to develop a complex society with intricate organization. The most important institutions in human society—language, law, money, and markets—all developed spontaneously, without central direction. Civil society—the complex network of associations and connections among people—is another example of spontaneous order; the associations within civil society are formed for a purpose, but civil society itself is not an organization and does not have a purpose of its own.

The Rule of Law. Libertarianism is not libertinism or hedonism. It is not a claim that “people can do anything they want to, and nobody else can say anything.” Rather, libertarianism proposes a society of liberty under law, in which individuals are free to pursue their own lives so long as they respect the equal rights of others. The rule of law means that individuals are governed by generally applicable and spontaneously developed legal rules, not by arbitrary commands; and that those rules should protect the freedom of individuals to pursue happiness in their own ways, not aim at any particular result or outcome.

Limited Government. To protect rights, individuals form governments. But government is a dangerous institution. Libertarians have a great antipathy to concentrated power, for as Lord Acton said, “Power tends to corrupt and absolute power corrupts absolutely.” Thus they want to divide and limit power, and that means especially to limit government, generally through a written constitution enumerating and limiting the powers that the people delegate to government. Limited government is the basic political implication of libertarianism, and libertarians point to the historical fact that it was the dispersion of power in Europe—more than other parts of the world—that led to individual liberty and sustained economic growth.

Free Markets. To survive and to flourish, individuals need to engage in economic activity. The right to property entails the right to exchange property by mutual agreement. Free markets are the economic system of free individuals, and they are necessary to create wealth. Libertarians believe that people will be both freer and more prosperous if government intervention in people’s economic choices is minimized.

The Virtue of Production. Much of the impetus for libertarianism in the seventeenth century was a reaction against monarchs and aristocrats who lived off the productive labor of other people. Libertarians defended the right of people to keep the fruits of their labor. This effort developed into a respect for the dignity of work and production and especially for the growing middle class, who were looked down upon by aristocrats. Libertarians developed a pre-Marxist class analysis that divided society into two basic classes: those who produced wealth and those who took it by force from others. Thomas Paine, for instance, wrote, “There are two distinct classes of men in the nation, those who pay taxes, and those who receive and live upon the taxes.” Similarly, Jefferson wrote in 1824, “We have more machinery of government than is necessary, too many parasites living on the labor of the industrious.” Modern libertarians defend the right of productive people to keep what they earn, against a new class of politicians and bureaucrats who would seize their earnings to transfer them to nonproducers.

Natural Harmony of Interests. Libertarians believe that there is a natural harmony of interests among peaceful, productive people in a just society. One person’s individual plans—which may involve getting a job, starting a business, buying a house, and so on—may conflict with the plans of others, so the market makes many of us change our plans. But we all prosper from the operation of the free market, and there are no necessary conflicts between farmers and merchants, manufacturers and importers. Only when government begins to hand out rewards on the basis of political pressure do we find ourselves involved in group conflict, pushed to organize and contend with other groups for a piece of political power.

Peace. Libertarians have always battled the age-old scourge of war. They understood that war brought death and destruction on a grand scale, disrupted family and economic life, and put more power in the hands of the ruling class—which might explain why the rulers did not always share the popular sentiment for peace. Free men and women, of course, have often had to defend their own societies against foreign threats; but throughout history, war has usually been the common enemy of peaceful, productive people on all sides of the conflict.

These themes will be explored and developed throughout this book. It may be appropriate to acknowledge at this point the reader’s likely suspicion that libertarianism seems to be just the standard framework of modern thought—individualism, private property, capitalism, equality under the law. Indeed, after centuries of intellectual, political, and sometimes violent struggle, these core libertarian principles have become the basic structure of modern political thought and of modern government, at least in the West and increasingly in other parts of the world. However, three additional points need to be made: First, libertarianism is not just these broad liberal principles. Libertarianism applies these principles fully and consistently, far more so than most modern thinkers and certainly more so than any modern government. Second, while our society remains generally based on equal rights and capitalism, every day new exceptions to those principles are carved out in Washington and in Albany, Sacramento, and Austin (not to mention London, Bonn, Tokyo, and elsewhere). Each new government directive takes a little bit of our freedom, and we should think carefully before giving up any liberty. Third, liberal society is resilient; it can withstand many burdens and continue to flourish; but it is not infinitely resilient. Those who claim to believe in liberal principles but advocate more and more confiscation of the wealth created by productive people, more and more restrictions on voluntary interaction, more and more exceptions to property rights and the rule of law, more and more transfer of power from society to state, are unwittingly engaged in the ultimately deadly undermining of civilization.

Left or Right?

In modern American political discourse, we want to assign everyone a place along a spectrum labeled left to right, liberal to conservative. So is libertarianism left or right? Well, let’s consider what those terms mean. The American Heritage Dictionary says that liberals favor “progress and reform,” while conservatives “favor the preservation of the existing order and regard proposals for change with distrust.” The Random House Dictionary says that people on the left advocate “liberal reform… usually on behalf of greater personal freedom or improved social conditions,” while those on the right “advocate maintenance of the existing social, political, or economic order, sometimes by authoritarian means.” Well, if those are my choices, I’ll take “left.” But then, by these standards, could we call, say, Ronald Reagan and Newt Gingrich conservatives? Haven’t they supported significant changes in American government, which they believed would be “reform” and would “improve social conditions”? These definitions don’t seem to tell us much about modern American politics.

Some political science textbooks display political ideologies along a left-right spectrum, such as this:

[image: Image]

But is liberalism really a mild form of communism, and conservatism a mild form of fascism? Aren’t fascism and communism both totalitarian, so that they have more in common with each other than with their neighbors on the left-right spectrum?

The columnist Charles Krauthammer, trying to make sense of the words “liberal” and “conservative” around the world, suggested that we agree that the right means less government and the left means more government. His chart would look like this:
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But in the real world, people aren’t always consistent about favoring more or less government. On Krauthammer’s chart, where would you place the conservative who wants to cut taxes and censor pornography on the Internet? Or the liberal who wants to increase government regulation but repeal antigay laws?

In fact, if we look at the people in American politics who are called liberals and conservatives, we find a common pattern: liberals typically want more government intervention in our economic lives—taxes and regulation—and less government intervention in free speech and personal decisions. Conservatives typically want less government intervention in our economic lives and more intervention in issues of free speech and personal freedom. Some political scientists have suggested that those are the available options in modern America; anyone who doesn’t fall into one of those categories is labeled “confused.” The political scientists William S. Maddox and Stuart A. Lilie, in their book Beyond Liberal and Conservative, asked a simple question: Since there are two dimensions in such an approach— economic issues and personal freedoms—each with two basic positions, shouldn’t we recognize four possible combinations of positions? They came up with the chart shown below.

Libertarians believe that the history of civilization is progress
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toward liberty. And besides, the libertarian and “populist” (“statist” might be a better word) positions are actually more consistent than the liberal and conservative positions. So why not turn the chart to show that a consistent commitment to freedom is not just one of four choices but is in fact the pinnacle of political thought? With that reasoning, we get a chart that looks like the one on page 22.

Now we can answer the question posed a few pages back. On the contemporary American left-right spectrum, libertarianism is neither left nor right. Libertarians believe in individual freedom and limited government consistently, unlike either contemporary liberals or contemporary conservatives. Some journalists say that libertarians are conservative on economic issues and liberal on social issues, but it would make more sense to say that contemporary liberals are libertarian on (some) social issues but statist on economic issues, whereas contemporary
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conservatives are libertarian on (some) economic issues but statist on social issues.

A Note on Labels: Why “Libertarian”?

Some people say they don’t like labels. After all, each of us is too complicated to be summed up in a word, whether it’s a word like black or white, or gay or straight, or rich or poor, or an ideological term like socialist, fascist, liberal, conservative, or libertarian. But labels serve purposes; they help us to conceptualize, they economize on words, and if our beliefs are coherent and consistent, there probably is a label to describe them. In any case, if you don’t label your own philosophy or movement, someone else will label it for you. (That’s how the system of human creativity and progress in a free market got labeled “capitalism,” a term that refers to the accumulation of money, which happens in any economy. It was capitalism’s sworn enemy, Karl Marx, who gave the system its name.) So I’m willing to use the term “libertarian” to describe my political philosophy and the movement that seeks to advance it.

Why would anyone choose such an awkward term as libertarian to describe a political philosophy? It’s a clunky neologism with too many syllables. It probably wouldn’t be anyone’s first choice. But there’s a historical reason for the word.

Elements of libertarianism can be traced as far back as the ancient Chinese philosopher Lao-tzu and the higher-law concept of the Greeks and the Israelites. In seventeenth-century England, libertarian ideas began to take modern form in the writings of the Levellers and John Locke. In the middle of that century, opponents of royal power began to be called Whigs, or sometimes simply opposition or country (as opposed to court) writers.

In the 1820s the representatives of the middle class in the Spanish Cortes, or parliament, came to be called the Liberales. They contended with the Serviles (the servile ones), who represented the nobles and the absolute monarchy. The term Serviles, for those who advocate state power over individuals, unfortunately didn’t stick. But the word liberal, for the defenders of liberty and the rule of law, spread rapidly. The Whig Party in England came to be called the Liberal Party. Today we know the philosophy of John Locke, Adam Smith, Thomas Jefferson, and John Stuart Mill as liberalism.

But around 1900 the term liberal underwent a change. People who supported big government and wanted to limit and control the free market started calling themselves liberals. The economist Joseph Schumpeter noted, “As a supreme, if unintended, compliment, the enemies of private enterprise have thought it wise to appropriate its label.” Thus we now refer to the philosophy of individual rights, free markets, and limited government—the philosophy of Locke, Smith, and Jefferson— as classical liberalism.

But classical liberalism is not much of a name for a modern political philosophy. “Classical” sounds old, outdated, and carved in stone. (And in this era of historical illiteracy, if you call yourself a classical liberal, most people think you’re an admirer of Teddy Kennedy!) Some advocates of limited government began using the name of their old adversaries, “conservative.” But conservatism properly understood signifies, if not a defense of absolute monarchy and the old order, at least an unwillingness to change and a desire to preserve the status quo. It would be odd to refer to free-market capitalism—the most progressive, dynamic, and ever-changing system the world has ever known—as conservative. Edward H. Crane has proposed that today’s heirs of Locke and Smith call themselves “market liberals,” retaining the word liberal, with its etymological connection with liberty, but reaffirming the liberal commitment to markets. That term has been well received by market-liberal intellectuals, but it seems unlikely to catch on with journalists and the public.

The right term for the advocates of civil society and free markets is arguably socialist. Thomas Paine distinguished between society and government, and the libertarian writer Albert Jay Nock summed up all the things that people do voluntarily—for love or charity or profit—as “social power,” which is always being threatened by the encroachment of state power. So we might say that those who advocate social power are socialists, while those who support state power are statists. But alas, the word socialist, like the word liberal, has been claimed by those who advocate neither civil society nor liberty.

In much of the world, the advocates of liberty are still called liberals. In South Africa the liberals, such as Helen Suzman, rejected the system of racism and economic privilege known as apartheid in favor of human rights, nonracial policies, and free markets. In Iran liberals oppose the theocratic state and press for Western-style “democratic capitalism.” In China and Russia liberals are those who want to replace totalitarianism in all its aspects with the classical liberal system of free markets and constitutional government. Even in Western Europe, liberal still indicates at least a fuzzy version of classical liberalism. German liberals, for instance, usually to be found in the Free Democratic Party, oppose the socialism of the Social Democrats, the corporatism of the Christian Democrats, and the paternalism of both. Outside the United States, even American journalists understand the traditional meaning of liberal. In 1992, a Washington Post story datelined Moscow reported that “liberal economists have criticized the government for failing to move quickly enough with structural reforms and for allowing money-losing state factories to continue churning out goods that nobody needs.” Liberal economists such as Milton Friedman make similar criticisms in the United States, but then the Post calls them conservative economists.

Here at home, though, by the 1940s the word liberal had clearly been lost to the advocates of big government. Some classical liberals resisted for a time, doggedly insisting that they were the true liberals and that the so-called liberals in Washington were in fact recreating the old order of state power that liberals had fought to overthrow. But others resigned themselves to finding a new term. In the 1950s Leonard Read, founder of the Foundation for Economic Education, began calling himself a libertarian. That word had long been used for the advocates of free will (as opposed to determinism); and, like liberal, it was derived from the Latin liber (free). The name was gradually embraced by a growing band of libertarians in the 1960s and 1970s. A Libertarian Party was formed in 1972. The term was still rejected by some of the greatest twentieth-century libertarians, including Ayn Rand, who called herself a “radical for capitalism,” and Friedrich Hayek, who continued to call himself a liberal or an Old Whig.

In this book I accept the contemporary usage. I call the ideas I advocate, and the movement that seeks to advance them, libertarianism. Libertarianism may be regarded as a political philosophy that applies the ideas of classical liberalism consistently, following liberal arguments to conclusions that would limit the role of government more strictly and protect individual freedom more fully than other classical liberals would. Most of the time, I use liberal in its traditional sense; I call today’s misnamed liberals welfare-state liberals or social democrats. And I should note that libertarian ideas and the libertarian movement are far broader than any political party, such as the Libertarian Party. References to libertarianism should not be taken to indicate the Libertarian Party unless that is made explicit.

The old ideologies have been tried and found wanting. All around us—from the postcommunist world to the military dictatorships of Africa to the faltering, bankrupt welfare states of Europe and North and South America—we see the failed legacy of coercion and statism. At the same time we see moves toward libertarian solutions—constitutional government in Eastern Europe and South Africa, privatization in Britain and Latin America, democracy and the rule of law in Korea and Taiwan, and demands for tax reduction everywhere. We even see people in many parts of the world—Quebec, Croatia, Bosnia, northern Italy, Scotland, and much of Africa, not to mention the fifteen new republics of the old Soviet Union—challenging the large, intrusive, incorrigible nation-states that they find themselves in and demanding devolution of power. Libertarianism offers an alternative to coercive government that should appeal to peaceful, productive people everywhere.

No, a libertarian world won’t be a perfect one. There will still be inequality, poverty, crime, corruption, man’s inhumanity to man. But unlike the theocratic visionaries, the pie-in-the-sky socialist utopians, or the starry-eyed Mr. Fixits of the New Deal and Great Society, libertarians don’t promise you a rose garden. Karl Popper once said that attempts to create heaven on earth invariably produce hell. Libertarianism holds out the goal not of a perfect society but of a better and freer one. It promises a world in which more of the decisions will be made in the right way by the right person: you. The result will be not an end to crime and poverty and inequality but less—often much less— of most of those things most of the time.



Chapter 2
THE ROOTS OF LIBERTARIANISM


In a sense there have always been but two political philosophies: liberty and power. Either people should be free to live their lives as they see fit, as long as they respect the equal rights of others, or some people should be able to use force to make other people act in ways they wouldn’t choose. It’s no surprise, of course, that the philosophy of power has always been more appealing to those in power. It has gone by many names—Caesarism, Oriental despotism, theocracy, socialism, fascism, communism, monarchism, ujamaa, welfarestatism—and the arguments for each of these systems have been different enough to conceal the essential similarity. The philosophy of liberty has also gone by different names, but its defenders have always had a common thread of respect for the individual, confidence in the ability of ordinary people to make wise decisions about their own lives, and hostility to those who would use violence to get what they want.

The first known libertarian may have been the Chinese philosopher Lao-tzu, who lived around the sixth century B.C. and is best known as the author of the Tao Te Ching. Lao-tzu advised, “Without law or compulsion, men would dwell in harmony.” The Tao is a classic statement of the spiritual serenity associated with Eastern philosophy. The Tao consists of yin and yang; that is, it is the unity of opposites. It anticipates the theory of spontaneous order by teaching that harmony can be achieved through competition. And it advises the ruler not to interfere in the lives of the people.

Despite the example of Lao-tzu, libertarianism really arose in the West. Does that make it a narrowly Western idea? I don’t think so. The principles of liberty and individual rights are universal, just as the principles of science are universal, even though most of the discovery of those scientific principles took place in the West.

The Prehistory of Libertarianism

Both the two main lines of Western thought, the Greek and the Judeo-Christian, contributed to the development of freedom. According to the Old Testament, the people of Israel lived without a king or any other coercive authority, governing themselves not by force but by their mutual adherence to their covenant with God. Then, as recorded in the First Book of Samuel, the Jews went to Samuel and said, “Make us a king to judge us like all the other nations.” But when Samuel prayed to God about their request, God said,

This will be the manner of the king that shall reign over you: He will take your sons, for his chariots. And he will take your daughters, to be cooks. And he will take your fields, and your oliveyards, and give them to his servants. And he will take the tenth of your seed, and of your vineyards, and of your sheep. And ye shall be his servants.

And ye shall cry out in that day because of your king which ye shall have chosen, and the Lord will not hear you in that day.

Although the people of Israel defied this awful warning and created a monarchy, the story served as a constant reminder that the origins of the state were by no means divinely inspired. God’s warning resonated not just in ancient Israel but on down to modern times. Thomas Paine cited it in Common Sense to remind Americans that “the few good kings” in the 3,000 years since Samuel could not “blot out the sinfulness of the origin” of monarchy. The great historian of liberty, Lord Acton, assuming that all nineteenth-century British readers were familiar with it, referred casually to Samuel’s “momentous protestation.”

Although they installed a king, the Jews may have been the first people to develop the idea that the king was subordinate to a higher law. In other civilizations, the king was the law, generally because he was considered divine. But the Jews said to the Egyptian Pharaoh, and to their own kings, that a king is still just a man, and every man is judged by God’s law.

Natural Law

That concept of a higher law also developed in ancient Greece. The playwright Sophocles, in the fifth century B.C., told the story of Antigone, whose brother Polyneices had attacked the city of Thebes and been killed in battle. For his treason the tyrant Creon ordered that his body be left to rot outside the gates, unburied and unmourned. Antigone defied Creon and buried her brother. Brought before Creon, she declared that a law made by a mere man, even a king, could not override “the gods’ unwritten and unfailing laws,” which had existed longer than anyone could say.

The notion of a law by which even rulers could be judged endured and grew throughout European civilization. It was developed in the Roman world by the Stoic philosophers, who argued that even if the ruler is the people, they still may do only what is just according to natural law. The enduring power of this Stoic idea in the West was partly due to a happy accident: The Stoic lawyer Cicero was regarded in later years as the greatest writer of Latin prose, so his essays were read by educated Europeans for many centuries.

Shortly after Cicero’s time, in a famous encounter, Jesus was asked whether his followers should pay taxes. “Render unto Caesar the things that are Caesar’s and unto God the things that are God’s,” he replied. In so doing he divided the world into two realms, making it clear that not all of life is under the control of the state. This radical notion took hold in Western Christianity, though not in the Eastern Church, which was totally dominated by the state, leaving no space in society where alternative sources of power might develop.

Pluralism

The independence of the Western Church, which came to be known as Roman Catholic, meant that throughout Europe there were two powerful institutions contending for power. Neither state nor church particularly liked the situation, but their divided power gave breathing space for individuals and civil society to develop. Popes and emperors frequently denounced each other’s character, contributing to a delegitimation of both. Again, this conflict between church and state was virtually unique in the world, which helps to explain why the principles of freedom were discovered first in the West.

In the fourth century the emperor Theodosius ordered the bishop of Milan, St. Ambrose, to hand over his cathedral to the empire. Ambrose rebuked the emperor, saying,

It is not lawful for us to deliver it up nor for your majesty to receive it. By no law can you violate the house of a private man. Do you think that the house of God may be taken away? It is asserted that all things are lawful to the emperor, that all things are his. But do not burden your conscience with the thought that you have any right as emperor over sacred things. Exalt not yourself, but if you would reign the longer be subject to God. It is written, God’s to God and Caesar’s to Caesar.

The emperor was forced to come to Ambrose’s church and beg forgiveness for his wrongdoing.

Centuries later a similar conflict took place in England. The archbishop of Canterbury, Thomas à Becket, defended the church’s rights against Henry II’s usurpations. Henry wished aloud that he could be rid of “this meddlesome priest,” whereupon four knights rode off to murder Becket. Within four years Becket had been made a saint, and Henry had been forced to walk barefoot through the snow to Becket’s church as penance for his crime and to back down from his demands on the church.

Because the struggle between church and state prevented any absolute power from arising, there was room for autonomous institutions to develop, and because the church lacked absolute power, dissident religious views were able to ferment. Markets and associations, oath-bound relationships, guilds, universities, and chartered cities all contributed to the development of pluralism and civil society.

Religious Toleration

Libertarianism is often seen as primarily a philosophy of economic freedom, but its real historical roots lie more in the struggle for religious toleration. Early Christians began to develop theories of toleration to counter their persecution by the Roman state. One of the earliest was Tertullian, a Carthaginian known as “the Father of Latin theology,” who wrote around A.D. 200,

It is a fundamental human right, a privilege of nature, that every man should worship according to his own convictions. One man’s religion neither harms nor helps another man. It is assuredly no part of religion to compel religion, to which free will and not force should lead us.

Already the case for freedom is being made in terms of fundamental, or natural, rights.

The growth of trade, of varying religious interpretations, and of civil society meant that there were more sources of influence within each community, and that pluralism led to demands for formal limitations on government. In one remarkable decade there were major steps toward limited, representative government in three widely dispersed parts of Europe. The most famous, at least in the United States, took place in England in 1215, when the barons confronted King John at Runnymede and forced him to sign Magna Carta, or the Great Charter, which guaranteed every free man security from illegal interference in his person or property and justice to everyone. The king’s ability to raise revenue was limited, the church was guaranteed a degree of freedom, and liberties of the boroughs were confirmed.

Meanwhile, around 1220 the German town of Magdeburg developed a set of laws that emphasized freedom and self-government. Magdeburg law was so widely respected that it was adopted by hundreds of the newly forming towns all over central Europe, and legal cases in some central-eastern European towns were referred to Magdeburg judges. Finally, in 1222 the lesser nobles and gentry of Hungary—then very much a part of the European mainstream—forced King Andrew II to sign the Golden Bull, which exempted the gentry and clergy from taxation, granted them freedom to dispose of their domains as they saw fit, protected them from arbitrary imprisonment and confiscation, assured them an annual assembly to present grievances, and even gave them the Jus Resistendi, the right to resist the king if he attacked the liberties and privileges of the Golden Bull.

The principles found in these documents were far from full-fledged libertarianism; they still excluded many people from their guarantees of liberties, and both Magna Carta and the Golden Bull explicitly discriminated against Jews. Still, they are milestones in a continuing advance toward liberty, limited government, and the expansion of the concept of personhood to include all individuals. They demonstrated that people all over Europe were thinking about concepts of freedom, and they created classes of people jealous to defend their liberties.

Later in the thirteenth century, St. Thomas Aquinas, who was perhaps the greatest of all Catholic theologians, and other philosophers developed the theological argument for limits on royal power. Aquinas wrote, “A king who is unfaithful to his duty forfeits his claim to obedience. It is not rebellion to depose him, for he is himself a rebel whom the nation has a right to put down. But it is better to abridge his power, that he may be unable to abuse it.” Thus was theological authority put behind the idea that tyrants could be deposed. Both John of Salisbury, an English bishop who witnessed Becket’s murder in the twelfth century, and Roger Bacon, a thirteenth-century scholar— whom Lord Acton describes as the most distinguished English writers of their respective epochs—defended even the right to kill tyrants, an argument unimaginable virtually anywhere else in the world.
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