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Praise for The Socialist Temptation


“The Socialist Temptation explains the inexplicable: Why have so many people over so many generations come to believe that a government monopoly of power and control will improve life? Why has repeated failure not dissuaded them? Freedom—real political and economic freedom—delivers all that socialism has promised but never delivered over the centuries. The Socialist Temptation explains why so many painfully refuse to learn.”

—Grover Norquist, founding president of Americans for Tax Reform

“Socialism does not come offering bread lines, secret police, or gulags. It sells itself as a decent and uplifting creed. It appeals to our belief in fairness, in kindness, in standing up for the little guy—even, sometimes, in patriotism. Iain Murray takes those claims seriously. Instead of using socialism as a swear word, as conservatives sometimes do, he properly analyzes its appeal. When a lot of people, even on the right, are falling for arguments that ought to have been discredited long ago, this is a vital task—especially so, perhaps, during the authoritarian spasm that has followed the coronavirus infections. Restoring freedom is going to be a grueling and arduous task. Here is the instruction manual.”

—Daniel Hannan, former Member of the European Parliament and founding president of the Initiative for Free Trade

“Several volumes could be written about the failures of socialism, but Murray has artfully condensed the argument to two hundred pages.”

—Daniel Mitchell, president of the Center for Freedom and Prosperity

“America needs this book! The Socialist Temptation provides a reasoned and sympathetic critique of socialism that appeals to values that most Americans hold, whether they identify as left, right, or center. I would have liked to write a book like this if I hadn’t spent my time drinking in commie countries.”

—Benjamin Powell, co-author of Socialism Sucks: Two Economists Drink Their Way Through the Unfree World

“Why is Karl Marx more popular than Frédéric Bastiat? Because Marx promised people something for nothing, while Bastiat explained that ‘something for nothing’ is a scam. In The Socialist Temptation, Iain Murray explains why the scam is making a comeback, and why it is still a scam.”

—Glenn Reynolds, Beauchamp Brogan Distinguished Professor of Law at the University of Tennessee and founder of InstaPundit

“Iain Murray has written a book that is horrifyingly essential. Socialism was a backward idea in the nineteenth century and a catastrophe in the twentieth, and yet it somehow limps on among the worst sort of political cretins in the twenty-first. As Murray shows, socialism’s promises of justice and liberation are a lie and always have been. It is a philosophy of domination and brutality—it always has been and always will be. It is our good fortune that Iain Murray is around to write this book—and our tragedy that we need him to.”

—Kevin Williamson, reporter, columnist, and author of The Politically Incorrect Guide to Socialism and The Smallest Minority

“Iain Murray’s The Socialist Temptation is a much-needed reminder of the tragic toll that socialist and interventionist policies have taken on the lives of the very people they claim to help.”

—John Berlau, senior fellow at the Competitive Enterprise Institute and author of George Washington, Entrepreneur

“Iain Murray’s The Socialist Temptation is just the current of fresh water needed to transform ‘the swamp.’ Twenty years of poor economic policy from both Democrats and Republicans have caused the American economy to stagnate. The punk growth rate caused the U.S. economy to be vastly poorer ($20T instead of $30T) than what free markets could have generated for all of us to enjoy. What to do? Populist ‘conservatives,’ whom Murray astutely calls out, are tempting us with socialist remedies dressed up in red, white, and blue bunting. They, along with left-wing ‘reformers’ like Elizabeth Warren, do not understand that you cannot drain a swamp. (A founding owner and manager of The Dismal Swamp Company, George Washington almost went broke trying in 1763.) The one and only solution is to flood the fetid swamp with the fresh waters only free enterprise can provide, turning it into a vibrant, thriving, life-filled wetlands. The sweet intellectual waters of Iain Murray’s The Socialist Temptation to the rescue!”

—Ralph Benko, chairman of The Capitalist League and co-author of The Capitalist Manifesto

“With the rise of belief in socialism among young people, we need a book about it that they’ll read. This is it. Iain Murray has written a masterpiece of concise evidence-based argument that demolishes socialism in every particular. It’s short. It’s highly readable. And it packs an intellectual punch.”

—John O’Sullivan, president of the Danube Institute and author of The President, the Pope, and the Prime Minister
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For Fred Smith






Foreword


BY ŽILVINAS ŠILĖNAS PRESIDENT, FOUNDATION FOR ECONOMIC EDUCATION

When I watch the videos of crowds of cheering Lithuanians toppling statues of Lenin in every city, town, and village in the 1990s, I am filled with both joy and regret.

I rejoice that the Berlin Wall, the Soviet Union, and its physical artifacts have been destroyed. It brings a smile to my face to know that countless statues of Communist dictators have been torn down and sold for scrap. I take glee in the fact that an aluminum bust of Lenin is now a can of Coca-Cola or a car.

Because neither Coke nor cars were available to us living in the Soviet Union. Of course Pepsi opened a plant in the USSR in 1974, and in the late eighties the Soviet Union exchanged warships for syrup, but that’s a story for a different time.

It’s not as if the Soviet Union lacked resources to produce cars or cans. After all Russia’s natural resources were (and still are) vast. In the minds of central planners, who view the economy as a function of natural resources, Soviet citizens should have lived in material abundance. But in reality everyone wallowed somewhere close to poverty—especially by today’s standards.

I don’t think anyone starved to death in the Soviet bloc in the late 1980s, but there was a constant shortage of things that people liked—from meat to mayonnaise to canned green peas to toilet paper. Which is especially telling of socialist central planning, because it is not difficult to produce toilet paper.

Shortages in the Soviet Union are not really news—although watching the “Democratic Socialists,” I begin to doubt that. What may be less known is that even when consumer goods were available, their cost was astounding. Imagine spending the equivalent of four months’ pay for a TV, two months’ pay for a refrigerator, or two weeks’ pay for a raincoat! Americans pay five to ten times less for a much better model. These were the actual prices for consumer goods, if you were lucky enough to get them.

And you needed luck. For things like color TVs you had to wait for a year or so to get the right to buy it. Or you could win a right to buy a TV at a trade union raffle (that’s how we got ours). The queue to buy a Soviet automobile, which was an inferior knock-off, was seven years or more.

Don’t think that “Ladas” were cheap and that queues were a way to ration super affordable automobiles to the masses at below-market prices. You were expected to fork out at least five years of wages for it. That’s like paying supercar prices for a clunker without air conditioning!

No doubt someone will accuse me of being a materialist who is ignoring the spiritual aspects of living in the socialist system. I have two things to say. First, you would not find a less spiritual system than Soviet socialism. Unless you count blind obedience to the Communist Party a spiritual faith.

Second, only in a society with material abundance can you live a life without caring about material goods. It is precisely when material goods are in short supply that they become essential status symbols. Only in a country devoid of material goods does a colorful Western-made tracksuit signal that you are better than your fellow men.

Critics of Western consumerism employ logic reminiscent of Schrodinger’s Cat. On the one hand they accuse Westerners of obsessing over things; on the other they lament that Westerners do not value consumer goods enough. There was no such ambivalence behind the Iron Curtain! If you want to see a society obsessed with things, try socialism, where shopping for shoes is similar to a hunt, and successful purchase of a pair of the right size is like meeting your spirit animal.

In case you wonder why I mentioned the “right size,” a smart tactic was to buy shoes even if they didn’t fit you with the hope of trading them for something different. When the choice is between shoes of the wrong size and no shoes, the choice is rather simple.

Mind you, these are recollections from the 1980s, the era of “Perestroika” and “Glasnost.” I am not talking about purges, collectivization, deportation, gulags, and forced famines. I am not talking about multiple environmental disasters, the absence of any human rights, criminal charges for homosexuality, or countless other horrors that every person with integrity should abhor.

Moreover, most of these travesties were not unfortunate side-effects or unintended consequences of the pursuit of the greater good. Collectivization—the confiscation of the private property of peasants and landowners; forcing them into collective farms; shooting, starving or deporting the people who resisted—was absolutely intentional.

Collectivization was necessary to implement the Communist dictum that the means of production should belong to the state. So, no, the “but it wasn’t real socialism” evasion that the left in the West is so keen to employ when confronted with the reality of the Soviet Union has zero credibility. Environmental devastation was a result of poor planning, hubris, not really caring, or a price worth paying in the minds of central planners.

Remember the last episode of Chernobyl, the trial scene when the prosecutor asks why the design of the nuclear reactor was shoddy? “For the same reason our reactors do not have containment buildings around them, like those in the West. For the same reason we don’t use properly enriched fuel in our cores. For the same reason we are the only nation that builds water-cooled, graphite-moderated reactors with a positive void coefficient. It’s cheaper.”

On May the 1st, 1986, my family skipped the Mayday parade and went sunbathing at a nearby lake, for it was unusually warm. The lake stank of industrial runoff from a nearby leather factory, but I guess it was more enjoyable than carrying red flags and screaming praises of the Communist Party. Chernobyl had exploded on April 26 of that same year, and the radioactive clouds were travelling westwards right across Lithuania. But no one told us.

I could go on for hours (maybe I am getting old), but let me say it once more: I rejoice that the Soviet Union is dead, I rejoice that the peoples of Eastern Europe had a chance to choose their own paths. I am ecstatic that they chose capitalism. Trust someone who has lived in both systems. The further from socialism—whether in years or in kilometers—the better.

Now comes the regret.

It comes from the feeling that the celebrations, although warranted, were premature. We destroyed the facade of socialism, but we have not eradicated the virus. Imagine a scientist who could have eradicated the plague, but didn’t, and now sees the resurgence of a new viral strain. Or think of Isildur, who could have tossed the ring into Mount Doom after defeating Sauron at the end of the Second Age. Or of the German soldier in Saving Private Ryan who is spared and released only to rejoin his comrades, continue the fight, and mock the American soldier who spared him.

Nazi Germany underwent extensive denazification to make sure National Socialism was eradicated. Somehow regular socialism escaped that fate, adapted to new surroundings, and resurged.

As with any virus worthy of its name, socialism has mutated, evolved to survive in the changed environment, and continues to poison our lives. True viruses hijack the cells of the body and force them to spread the virus further. In a similar manner, institutions intended to serve society have started replicating and spreading socialist ideas. Some schools now prioritize ideology over pursuit of knowledge. In some media, truth is replaced with “social justice.” Some treat self-reliance and personal responsibility like artifacts of a bygone era, mocked by politicians on stage who are performing a farce by the name of “More Free Stuff.”

So there we are. Hungover from the victory over socialism in the 1990s, feeling that the victory is slipping away, shocked with disbelief that Sanderses and Corbyns are relevant in the countries of Reagan and Thatcher. Unsure what to make of woke-ness, the Green New Deal, and young people’s support for all sorts of socialist ideas. Feeling like the old man at the end of Cabaret as the crowds join the young blond in Hitlerjugend uniform singing “Tomorrow Belongs to Me.”

Are we winning this battle? Well, we have not lost yet. Now is certainly not the time to head for the hills or to barricade ourselves in ideological fallout shelters to wait out the apocalypse.

We must reach the rising generation with the ideas we know allow individuals to build prosperity and self-realization. We must speak in terms people understand; we have to demonstrate how free markets and free societies solve the problems that people care about. It is our job to show that free markets work better than any oppressive economic system. We must be bold, smart, sincere, and uncompromising on the core issues of liberty and free markets. Or at least those of us for whom defense of liberty is a spiritual calling, professional fulfillment, and a 24/7 job. I know it is for me, I know it is for Iain.

Thank you, Iain, for this book.





TRIGGER WARNING


This book may offend you.
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It points out that many of the ideas currently popular among self-described democratic socialists are dangerous.
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Socialism is dangerous for working people.
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It’s dangerous for racial minorities.
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It’s dangerous for women.
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Implementing socialism has resulted in millions of deaths—even when that looked unlikely at the start.
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And that was real socialism.
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If this offends you… you’ve probably stopped reading this book already.
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For the rest of you, who are open to the idea that socialism might be a temptation America cannot afford, read on.




PART ONE Socialism: A Myth That Refuses to Die







CHAPTER 1 A Twenty-First-Century Buzzword


Socialism is tempting, seductive, alluring. It comes in many forms and speaks in many different vocabularies. It appeals to people who value fairness, who value freedom, and who value security. It comes in many varieties, sometimes clothing itself in the dress of nationalism, sometimes in the garb of environmentalism. Yet there is one single, unifying feature shared by every version of socialism: subjugation of the individual to the collective.

While Americans have always been skeptical of socialism, even in the Progressive and New Deal eras, that is beginning to change. Large numbers of Americans now express admiration for socialism, and similar numbers are critical of the free enterprise system. The problem is particularly acute among America’s young people.

Almost 50 percent of Millennial and Generation Z respondents told the Harris Poll in February that they would prefer living in a socialist country. In June, over half of all women aged eighteen to fifty-four polled by the same organization said the same thing.

Socialist policies enjoy even more widespread support than socialism under that name. Huge numbers of Americans support universal healthcare, free college education, or “a living wage.” Legislators and presidential candidates are now packaging these policies together in proposals like the “Green New Deal,” which enjoy widespread public support.

Even conservatives are beginning to espouse socialist economic policies. Tucker Carlson has praised Elizabeth Warren’s “economic patriotism.” Many conservatives advocate breaking up big businesses and regulating them harshly. Support for redistributive policies such as wage subsidies and “industrial policy” is growing in places left behind by the economic recovery since the great recession. Capitalism is in crisis as socialism rides high.

This is not the first time we have been here. In 1977, when America was deep in an economic malaise, Ronald Reagan, at that time the governor of California, gave a speech at Hillsdale College in which he asked, “Whatever happened to free enterprise?” Noting that the free enterprise system “for 200 years made us the light of the world,” Reagan warned that freedom is “never more than one generation away from extinction.” He took the lead in preserving it for the previous generation. It is time for this generation to take up the torch.

Yet saying that we need to defend American liberty against socialism raises the question: What exactly is the “socialism” that people say they approve of? Is the word actually meaningful at all?

To some extent it isn’t. Socialism has become a bit of a buzzword. To many progressives, describing something as socialist is now simply a sign of approval. To many conservatives, describing something as socialist is a sign of disapproval. If socialism is just a political label, it probably isn’t anything to worry about.

Perhaps socialism is just a fad. Or even a social media phenomenon. We live in an era when a freshman congressman can become one of the most recognizable political figures by means of an outspoken Twitter account. On July 1, 2018, Alexandria Ocasio-Cortez told NBC’s Meet the Press that while socialism is “part of what I am; it’s not all of what I am,” going on to say, “[I]t’s not about selling an ‘-ism’ or an ideology or a label or a color. This is about selling our values.”1 If that’s the case, perhaps socialism is just a marketing gimmick.

Yet beneath the rhetoric, there is something profoundly worrying here. To understand the very real danger, we need to look at what people have generally meant when they talk about socialism—and exactly what it is about that that appeals to Americans today. To help, we can look at the previous times when America has flirted with socialism.

Americans are an idealistic people. When our ideals seem to align with policies that have proven themselves harmful time and again, that’s when bad things start to happen.

So we need to worry not just about the ideology that goes under the name socialism, but also about socialist policies under any other name. Distressingly, Americans today may be even more enthusiastic about socialist policies than they are about socialism under that label. While they remain somewhat wary of the ideology, the policies align with their values.






CHAPTER 2 What Is This Socialism Thing, Anyway?


Socialism comes in many guises. It’ll behoove us to discuss as many of them as possible before we go on. Trying to define socialism can be like trying to nail jello to the wall. People who are proud to call themselves socialists under one definition would recoil in horror at being tied to another definition. Sometimes a socialist, particularly a politician, will say he follows one definition of socialism while at the same time advocating policies that belong to a different strand. Some politicians advocate socialist policies while denying being socialists at all. Below are a few of the seemingly infinite varieties of the creed.

Marxism: While Karl Marx may not have been the first socialist (a variety of liberal and utopian thinkers could lay claim to that title), he and Friedrich Engels were the first to develop a complete theory of socialism. Marxists believe in a class struggle between the capitalist bourgeoisie and the proletariat working class, who are exploited so that they do not receive the full value of their labor. The remedy is a revolution of the proletariat against their exploiters, leading to the workers’ control of the means of production, distribution, and exchange. This is the classical kind of socialism that led to revolutions in Russia and China and their transitions to communism.

Communism: This is the state of affairs after the revolution, as in the Soviet Union and its satellites, with the state controlling industry and directing the economy through a system of command and control by public officials, who are members of the Communist Party. Democracy is subsumed to the will of the Party but given nominal preeminence. Elections are for show, as are trials. The dead giveaway that a country is communist is that it calls itself a Democratic People’s Republic. Communism is now mostly extinct.

Democratic Socialism: This can be thought of as Marxism without revolution. The supposed problem (the capitalist exploitation of workers) and ultimate remedy (the workers’ control of factories and the like) are the same. But that remedy is achieved not by violent revolution but by means of democratic elections. This was historically the approach of Western European socialist parties such as Britain’s Labour Party, which after winning the election of 1948 proceeded to nationalize vast areas of British industry. This system was dismantled by Prime Minister Margaret Thatcher in the 1980s. And consistent defeat at the ballot box led the Labour Party to abandon its support for public ownership and turn to “social democracy” under Prime Minister Tony Blair.

Social Democracy: This is a European variant—usually a mixed economy with a highly regulated private industry and an extensive welfare state paid for by high tax rates to correct the wrongs of capitalist exploitation. Today most Western European countries practice some form of social democracy. The mixed economy garners support from conservative and Christian Democrat parties for social democracy in those countries.

Note that social democracies can enjoy more freedoms in certain areas than America, such as Sweden’s system of school choice. As Kristian Niemietz of London’s Institute of Economic Affairs puts it, the difference between social democracy and socialism is “the difference between a large state and an interventionist state. The Nordic economies are characterized by high taxes and high levels of public spending, but they are otherwise relatively liberal market economies.”1

Market Socialism: Recognizing the importance of markets and prices in efficient resource allocation—something that we’ll discuss later—some socialist countries have moved from public ownership and command-and-control direction of industry to worker-owned cooperatives. The former Yugoslavia, Cuba to some degree, and countries as diverse as Belarus and Ethiopia have adopted elements of market socialism in an attempt to keep their socialist systems going. In some cases, businesses may be run by the state, but profits are distributed to citizens. The Alaska Permanent Fund can be thought of as a market socialist enterprise.

State Capitalism: The Chinese system of “socialism with Chinese characteristics” is an example of state capitalism: there is a large degree of market freedom, but there is no doubt about who is in charge, and that isn’t the People—as we saw when the NBA and its stars kowtowed to the Chinese government over the question of the Hong Kong protests. Institutions such as the Chinese Communist Party and the People’s Liberation Army have special roles in company charters or ownership, and property rights are weak. State capitalism bears a strong relationship to fascism.

Fascism: While any socialist worth his or her salt will vigorously deny that fascism is a variant of socialism (and we should always remember that the Nazis persecuted Marxists), the parallels are clear. Mussolini combined socialism with nationalism to create his “third way.” Modern socialists condemn fascism as friendly to capitalism, but the truth is that fascism subsumed private industry beneath multiple layers of state control and planning. Competition was replaced by state-organized cartels, small companies were dissolved, and corporations were instructed to act in the national interest—as defined by the ruling fascists. As Sheldon Richman puts it in The Concise Encyclopedia of Economics, “Planning boards set product lines, production levels, prices, wages, working conditions, and the size of firms. Licensing was ubiquitous; no economic activity could be undertaken without government permission. Levels of consumption were dictated by the state, and ‘excess’ incomes had to be surrendered as taxes or ‘loans.’ ”2 All this was supposedly for the benefit of the society. The similarities between fascism and socialism are so great that the Austrian economist Ludwig von Mises found the difference only a “trivial technicality.”3

Radical Environmentalism: Socialism has taken on a new form with the emergence of Green parties in Europe. In this telling of the tale, it is not just the working class that is exploited but the environment itself. Capitalism must be constrained more to “save the planet” than to empower the worker. Some industries must be shut down and all individual lifestyles constrained to protect the environment, even if the poor, as well as the rich, suffer from the constraints. But the tools by which this is done are to large extent Marxist in nature. Groups such as Extinction Rebellion have even adopted the rhetoric and some of the actual tactics of revolution.

Clearly, socialism comes in many varieties. It is not uncommon to find two different forms of socialists arguing over the true meaning of the term. In fact, the history of the international socialist movement (particularly its Trotskyite wing) is one of repeated schisms over small matters of principle. This phenomenon was memorably satirized in Monty Python’s Life of Brian, where the People’s Front of Judea expressed more contempt for the Judean People’s Front than for the Roman occupiers.

There is one unifying factor, however, shared by all varieties of socialism: they subjugate the individual to the collective. This goes from working for the state under Marxism to having large amounts of your property taken away under social democracy to being thrown in prison for dissent under fascism or state capitalism. Two corollaries arise from this fact.

First is the need for bureaucracy. While modern socialists may claim that they believe in decentralization and local control, they also agree that there is a need for strong regulation to prevent things like pollution. Regulation requires regulators. Regulators need to be experts. These two immutable factors lead inexorably to bureaucracy.

All socialist states need bureaucrats, as a 1929 British General Election poster for the Conservative Party pointed out. It read, “Socialism would need inspectors all around,” and depicted six officious-looking men in peaked caps eyeing “an Englishman’s home,” as the horrified occupant looked on. Anyone who has tangled with the Environmental Protection Agency (EPA) when trying to build on his own land would appreciate that.

The other corollary is expropriation. While many modern socialists do not believe in the wholesale abolition of private property, all socialist states require some level of redistribution of wealth. Generally, the state’s take comes directly out of your paycheck, so you never even see all the income you earned, except as numbers on a paystub. In benevolent Sweden, for example, the tax rate on incomes above about $70,000 is 69.8 percent (including about 10 percent nominally paid by the employer).4 When Britain was a democratic socialist country in the 1960s, the socialist prime minister Harold Wilson introduced a 95 percent “supertax” on the rich, which led to pop superstars The Beatles releasing their song Taxman in protest.

So to sum up, a simple but comprehensive definition of a socialist regime is one in which the individual is subject to control by the collective, to the determinations of bureaucrats, and to the expropriation of wealth. How such a dreary situation could continue to be attractive is the true mystery—and the subject of this book.

One final note here: part of the temptation of socialism is that its message of exploitation and class struggle can be dressed up in other clothes. The socialist may claim exploitation and demand redistribution of wealth to bring down the powerful—when what’s really going on is that people who have reached a position of wealth and power in business are using laws and regulations to prevent others from competing with them. What is actually needed is deregulation to allow for competition, but the temptation is to go for the socialist policy, which inevitably leaves everyone worse off.

Religion teaches us that injustice is to be recognized and corrected. Faith leaders of all denominations decry inequity and exploitation from the pulpit. When the cry is “something must be done,” socialism provides a ready answer for what that something should be. Thus socialism becomes attractive to those whose faith calls them to act.

This leads to the paradox of our times: even some avowed conservatives espouse socialist policies. This is particularly true of conservatives who identify conservatism with populism or nationalism. Populist conservatives tend to see successful capitalists, at worst, as traitors to “the national interest,” or at least as indifferent to their fellow citizens. Thus they find the purported remedies offered by socialism attractive, even if they don’t call themselves socialists. But if it walks like a duck and quacks like a duck, it’s a duck. Socialism adopted in “the national interest” is going to come with all the same problems as socialism adopted to promote the international brotherhood of the worker. Policies that impose bureaucratic controls and redistribute wealth are socialism in fact, no matter what they’re called.






CHAPTER 3 Socialism in American History


While socialism under that name has rarely been a big thing in American politics, we’ve seen plenty of periods when socialist policies have been popular. In most of those cases, the socialism has been described in nationalist terms, characterized as something that sets America apart from other less enlightened nations. There were two large waves of socialism in American history: the Progressive Era and the New Deal.

In the 1890s, Marx was a mere footnote in history. While his dream was of a revolution by an educated working class, it was the middle class that was the driving force the first time America was tempted by socialism. Inspired by concern over pollution, political corruption, “Robber Barons,” immigration, and alcoholism, the middle class was the driving force in pushing America towards Progressivism.

Progressivism has all the hallmarks of socialism—starting with collectivism. The Progressives blamed “individualism” for many of the ills Progressivism was supposed to solve. The concept of “association,” a sort of solidarity alliance between the classes, was proposed instead. The “Upper Ten” (the “upper ten thousand” residents of New York City, that is) became the subjects of hatred, much like the One Percent after our own recent financial crisis. Labor unions grew in power, with questions surrounding labor and employment leading to the creation of a U.S. Department of Labor.

Bureaucracy was the main weapon for bringing the “individualists” to heel. In 1887 the Interstate Commerce Commission was founded to regulate railroad shipping rates. In 1914 it was used as the model for the Federal Trade Commission, founded to bust trusts and rein in the Robber Barons. Meanwhile the U.S. Department of Agriculture started inspecting food manufacture and also formed a Bureau of Chemistry that would later become the Food and Drug Administration. President Woodrow Wilson championed the creation of the Federal Reserve, bringing central banking back to the United States.

Expropriation was also a focus. After an 1895 loss at the Supreme Court, supporters of a national income tax managed to pass the Sixteenth Amendment between 1909 and 1913, enabling Wilson to switch the income base of the nation from tariffs to income tax. The mechanism for much future expropriation had been secured.

The Progressives were also concerned with the perfectibility of man. By 1918, every child in America was required to complete elementary school, and an education bureaucracy was a priority of Progressives at the state and local levels. The Progressives introduced eugenics into America to lower the numbers of the poor, the disabled, and the immoral. They passed the Eighteenth Amendment to prohibit making, transporting, and selling alcoholic beverages. They restricted immigration and used public schooling to Americanize immigrants’ children.

Labor unions were very influential in the Progressive movement, but they did not become a vehicle for an outright socialist political movement as they did elsewhere in the developed world at the time—at least partly thanks to Samuel Gompers, who was the president of the American Federation of Labor (the forerunner of the AFL-CIO) from 1886 until his death in 1924.

Gompers was familiar with Marxism but rejected the idea of revolution, preferring instead that workers should put their faith “into purely industrial or economical class organizations with less hours and more wages for their motto.” His emphasis was on the workers, not the class, and so he helped to exclude unskilled workers from the union movement. The result was a less political labor movement in America than in other countries. While labor disputes were frequent and often violent, they were disputes over the conditions of workers, not class war.

While the Progressive era was socialist as broadly defined, it was not Marxist. Thus it set the pattern for America’s long-running on-again, off-again affair with socialism.



Most Americans think the New Deal happened because Herbert Hoover turned the Crash of 1929 into the Great Depression by pursuing a “laissez-faire” approach to the economy. Hoover was indeed to blame, but for very different reasons. Hoover’s reaction to the great crash was to embark on a series of socialist-lite interventionist policies that made things worse, laying the groundwork for the New Deal to keep doing more of the same.

In what he called “the most gigantic program of economic defense and counterattack ever evolved in the history of the Republic,” Hoover took the wrong position on practically everything. Treasury Secretary Andrew Mellon advised him to “liquidate labor, liquidate stocks, liquidate the farmers, liquidate real estate. Purge the rottenness out of the system. High costs of living and high living will come down…. enterprising people will pick up the wrecks from less competent people”—advice that was harsh, but fair.1 Mellon would probably have been proved right.

Instead, Hoover went down the path of government intervention. He created a bailout program, the Reconstruction Finance Corporation, to prop up failing banks, businesses, and local governments; he increased federal spending; his Emergency Relief and Construction Act aimed to cure unemployment and provide funds to businesses through a program of public works; he inserted the federal government into the mortgage industry with the Federal Home Loan Bank Act; and he agreed to the disastrous Smoot–Hawley tariffs, which most economists today believe significantly prolonged the Depression.

He also proved friendly to the labor movement, signing the Davis–Bacon Act, which instituted “prevailing wages” for public works projects (vastly increasing their cost even today), and the Norris–LaGuardia Act that significantly strengthened labor unions and put employers at a disadvantage.

And in 1932, Hoover signed the largest peacetime tax increase in American history.

Does any of this sound like “laissez-faire” to you?

Of course, none of it worked. The gross national product dropped 30 percent during Hoover’s presidency. His opponent, New York Governor Franklin D. Roosevelt, was able to blame Hoover for the Depression and to argue that even more interventionist policies would be the way to get out of the slump. Progressive commentators of the time excoriated Hoover not just for his failure, but for being of the wrong class—a member of an old order that needed to be swept away.

After assuming the presidency, FDR doubled down on everything Hoover had done and then some. His program to reform the American economy was vast and sweeping. It represented not just a revolution for the American economy but a political realignment that lasted into the 1960s.

The hallmark of the New Deal was the subjugation of the individual to an extent that had proven impossible even for the progressives. Throughout the Progressive Era, the Supreme Court had stood up for the individual’s freedom to contract with others. This is known as the Court’s Lochner Era, named after a 1905 case ruling that state limits on working hours were a violation of the individual’s freedom of contract.2 Because, according to the Supreme Court, freedom of contract emanated from the Due Process clause of the Constitution, this interpretation is often called “substantive due process.”

Thus all sorts of laws and regulation that are accepted today were viewed by the Court as unconstitutional. For the New Deal to work, that had to change. After the court had struck down a series of attempts to impose regulations and restrict freedom of contract, President FDR proposed a law that would have allowed him to pack the Court with his appointees (ostensibly to ease the workload on aging justices).

In a case called West Coast Hotel Co. v. Parrish, which concerned an attempt to impose a minimum wage for women, Justice Owen Roberts, who had previously sided with the conservative justices known as “the Four Horsemen of the Apocalypse” performed what became known as the “switch in time that saved nine,” and voted for the constitutionality of the law.3 He saved the structure of the Supreme Court but doomed America to increasing regulation of business. In his dissent, Justice Sutherland wrote that “the meaning of the Constitution does not change with the ebb and flow of economic events.” Yet after West Coast Hotel, the Constitution was held to allow government regulation of business for economic reasons.

The switch was immediate and absolute. In 1938, FDR signed the Agricultural Adjustment Act regulating the amount of wheat that farmers could plant, with the hope of stabilizing the price of that commodity. The Act was justified under the Interstate Commerce Clause of the Constitution. In 1941, an Ohio farmer named Roscoe Filburn planted more than his state-directed allotment of wheat. The excess was not sold, however, but used for private consumption on Filburn’s farm, so no commerce had taken place. Filburn was prosecuted in the name of the Secretary of Agriculture, Claude Wickard.

In Wickard v. Filburn (1942), the Supreme Court, now with eight Roosevelt appointees, found that despite no actual commerce having taken place, Filburn’s breach of his allotment did affect interstate commerce because it meant that he would buy less feed from the national market, and that if others did what Filburn did, interstate commerce would be affected that way. The Commerce Clause thereby became the justification for federal regulation of just about every aspect of business.

Thanks to Wickard, if a volunteer at a winery picks up a phone, he is subject to federal employment regulations, because the phone call might be about an aspect of interstate commerce. Wickard has also been used to justify the federal prosecution of people who grow medical marijuana for their own use, regardless of state laws that allow the practice.4 It was also central to the arguments for the constitutionality of the Affordable Care Act (Obamacare). All for the collective good.

Of course, for regulation of the economy you need bureaucrats. The New Deal saw a plethora of new agencies modeled after those of the Progressive Era. Known as the “alphabet soup” or “alphabet agencies,” some were short-lived (including the Civil Works Administration, which provided short-term make-work jobs for manual workers) and others are still with us today (such as the Securities and Exchange Commission). Many were created by executive order; the National Industrial Recovery Act (NIRA) of 1933 gave the president broad powers to do so, allocating the then enormous sum of $3.3 billion to create the National Recovery Administration (NRA) and the Public Works Administration.

The NRA in particular was highly controversial. It spewed out price controls and regulations by the bucketload, creating “codes of fair competition” and giving workers a say in the running of businesses (does that sound familiar?). It proved very popular with large segments of Americans, and businesses that did not display the NRA’s “Blue Eagle” symbol could be the subject of boycotts.

Yet, as always with price controls and excessive regulation, the proof of the economic pudding was in the eating. Black markets grew up in many industries. Entrepreneurs who dared to offer goods for less than the price controls allowed were arrested. Night work was a particular target. As John T. Flynn explains, “Flying squadrons of these private coat-and-suit police went through the district at night, battering down doors with axes looking for men who were committing the crime of sewing together a pair of pants at night.” Critics accused the enforcement officials of acting like stormtroopers.5

In a last gasp for the Lochner Era and a reasonable interpretation of the Commerce Clause, the Supreme Court shut down the NRA as unconstitutional in 1935, also holding that the NIRA was an unconstitutional delegation of Congress’s legislative power to the president.

Bureaucracy, however, will not be denied. The same year that the Court upbraided Congress for delegating power to the president, it said that it was fine to delegate legislative power to what we now call independent agencies. In this case it was the Federal Trade Commission. In a case titled Humphrey’s Executor v. United States, the Court decided that the president did not have the power to remove a member of the Commission—Commissioner Humphrey, who was unenthusiastic about the New Deal—on account of policy differences.6

While at the time it looked like the Court was standing up to a dictatorial president, the case has taken on a much different meaning over the years. The ruling in Humphrey’s Executor enabled Congress to set up a whole bunch of agencies to issue regulations knowing that at best the president would have only indirect control over them through the appointment of commissioners. In recent years, Congress has dispensed with the multi-member commission model entirely and created agencies with a single director unremovable by the president.

As the bureaucracy grew, expropriations gathered speed. A series of Revenue Acts and other measures during the New Deal introduced all sorts of new taxes, including the “Wealth Tax” of 1935, which took 75 percent of high incomes. It wasn’t all soak the rich; however, social security taxes were introduced, affecting all earners. Not all the taxes proved sustainable. A tax on undistributed profits was repealed in the late thirties. But the Second World War, with its need for substantial revenue, cemented many New Deal taxes in place.

There was also actual expropriation of property, not just income. In 1933, Executive Order 6012 in made it illegal for Americans to own or trade above $100 worth of gold (with exceptions for jewelry, coin collections, and dentistry). The Gold Reserve Act of 1934 forced Americans to hand over their gold for compensation at about twenty dollars an ounce. After the expropriation, FDR raised the price of gold to thirty-five dollars an ounce by proclamation, effectively devaluing the U.S. dollar but substantially increasing federal reserves.

A lot more could be said about the New Deal. I would recommend reading The Forgotten Man by Amity Shlaes, a painstaking history of what the poet Auden called a “low, dishonest decade.” Suffice it say that there were elements of both Stalin and Mussolini in FDR’s approach.7
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