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Praise for Liberty in Peril:


“Liberty in Peril is an important book. It seeks to show the transformation of the underlying ideology of American government since the Revolution from commitment to the principle of individual liberty to the principle of democracy—that government should be responsive to the will of the people. It combines sophisticated—but easily readable—economics with sophisticated political science and a deep historical interpretation of changes in American politics over this period which have completed the transformation. It is an outstanding political and economic history of the U.S.”

—George L. Priest, Edward J. Phelps Professor of Law and Economics, Yale University

“Liberty in Peril is a gem. Randall Holcombe traces the inexorable growth of government through war and peace, from railroads to autos, and during prosperity and depression.”

—Burton W. Folsom Jr., Distinguished Fellow, Hillsdale College; author, New Deal or Raw Deal? How FDR’s Economic Legacy Has Damaged America and FDR Goes to War: How Expanded Executive Power, Spiraling National Debt, and Restricted Civil Liberties Shaped Wartime America

“The Independent Institute has been leading the way for some time in asking uncomfortable questions about a disturbing tendency: the transformation of the American government and market system toward cronyism. In his marvelous Independent book, Liberty in Peril, Holcombe lays bare the case in careful detail. Using the interest group model of public choice, Holcombe is able to show the slow but cumulatively catastrophic changes that have taken place, punctuated by a few crises of the type Robert Higgs has emphasized for decades. The problem, at its base, has been the erosion of the protections for liberty in favor of populist ‘democracy.’ I hope that this timely and well-written call to action can motivate a consideration of the limits, and the need to limit, the dangerous impulses of interest-group politics.”

—Michael C. Munger, Professor of Political Science, Economics and Public Policy and Director of the Philosophy, Politics, and Economics Program, Duke University

“Randall Holcombe’s Liberty in Peril illuminates the forces that have shifted power and responsibility from individuals to government, and from local to centralized government, throughout American history. This timely reminder is must reading for all those concerned with the erosion of, and new threats to, the legal rights and liberties that form the core of a successful society.”

—Michael J. Boskin, former Chairman, President’s Council of Economic Advisors; T. M. Friedman Professor of Economics, Stanford University; Wohlford Family Senior Fellow, Hoover Institution; Research Associate, National Bureau of Economic Research

“Every new book by Randy Holcombe is a pleasure to read. Clearly written, insightful, thought-provoking and of high importance to the state of the world, Liberty in Peril is no exception. The book describes how fundamentally the U.S. has changed as a political system, and how the ideals of individual liberty, limited government and separation of powers have eroded. It should be read by everyone concerned about the growth and abuse of government power, no matter whether it is done by the left, the right or the center.”

—Peter Kurrild-Klitgaard, Professor of Political Science, University of Copenhagen, Denmark

“In Liberty in Peril, Randall Holcombe dissects the commonplace assertion that democracy and liberty support one another and rejects it. His rejection is based on a careful analysis of the working properties of democratic institutions and processes. Any reader looking to find a short and readable explanation of how political democracy can erode personal liberty should read this book.”

—Richard E. Wagner, Holbert L. Harris Professor of Economics, George Mason University

“Liberty for individuals guided the U.S. founding fathers. Randall Holcombe gives a powerful explanation as to why over time liberty gave way to the ‘will of the people’ or ‘democracy.’ Citizens get what they think they want but do not fully appreciate the loss of liberty. Liberty in Peril is a welcome wake-up call about the stakes at play.”

—Lee J. Alston, Ostrom Chair, Professor of Economics and Law, and Director of the Ostrom Workshop at Indiana University

“Holcombe’s well-written book Liberty in Peril provides the reader with a clearly stated explanation of how the grand American experiment, which began as a republic formed by people who prized liberty, evolved to become a highly politicized ‘democratic’ economy. Taking a bold political economy approach, the book is brimming with fresh constitutional comparisons and historic treatments. Woven together, they yield a coherent story of how, over the course of our history, liberty, broadly speaking, has been systematically compromised. Liberty in Peril is a must read for those who wish better to understand the deep roots of America’s politically intertwined economy.”

—Bruce Yandle, Alumni Distinguished Professor of Economics Emeritus and Dean Emeritus, Clemson University

“Individual liberty and democratic self-government, the twin ideals on which the United States were founded, do not co-exist in perfect harmony. Aware of this fact the Founders designed a constitutionally limited government to guard against the threat majoritarian democracy may pose to individual liberty. Holcombe’s book Liberty in Peril is about how over time a growing role of majoritarian rule and direct popular vote worked to erode the constitutional constraints the Founders intended, resulting in continuous government expansion and spreading interest group politics. With his detailed and instructive historical account Holcombe demonstrates the causes that are behind and the mechanisms that have propelled this transformation. His sobering account of the evolution of American democracy calls for renewed inquiry into the problem the Founders sought to solve: How to limit democratic self-government by constitutional constraints that effectively protect individual liberty and keep interest-group politics in bound.”

—Viktor J. Vanberg, Professor Emeritus of Economic Policy at Freiburg University and former Director and Senior Research Fellow of the Walter Eucken Institute

“Liberty in Peril is pure Holcombe, with a fine linear lucid narrative that presents the gradual disencumbering of the Federal Government from constitutional constraints as a shift from a government conceived in liberty to one emphasizing ‘democracy.’”

—Roger D. Congleton, BB&T Professor of Economics, West Virginia University

“To protect individual liberty or to promote the general welfare—which is the proper role of government? Charting the 200-year transformation of American government from the former to the latter, Randall Holcombe’s book Liberty in Peril is a masterful work of U.S. political-economic history. Learned and scholarly, yet fun and accessible, Liberty in Peril is perfect for anyone interested in ‘how we got here.’”

—Edward J. López is Professor of Economics and BB&T Distinguished Professor of Capitalism, Western Carolina University; and Executive Director, Public Choice Society

“Randy Holcombe’s book, Liberty in Peril, continues his intensive study of American political and economic history which he began in From Liberty to Democracy. In this latest work, Holcombe argues that wars and interest groups have eroded America’s emphasis on liberty and replaced it with an emphasis on ‘democracy.’ From the Revolutionary War through the New Deal, he finds government interventions increasingly detrimental to freedom and to the American Republic. If you like thought-provoking and provocative arguments, you will certainly enjoy Liberty in Peril.”

—Keith L. Dougherty, Professor of Political Science, University of Georgia

“In the valuable and accessible book Liberty in Peril, Randall Holcombe reminds us that a government of the people, for the people, and by the people once meant—and should once again mean—far more than just counting up the votes.”

—Richard N. Langlois, Professor of Economics, University of Connecticut

“Liberty in Peril is spot on! Holcombe is right to say that we have lost so much of the liberties upon which our nation was founded. His book should be read by anyone who cares about the future of freedom from government tyranny.”

—Robert A. McGuire, Adjunct Research Professor of Economics, The University of Akron; author, To Form A More Perfect Union: A New Economic Interpretation of the United States Constitution

“We often think of liberty and democracy as complements, even two sides of the same coin. Randall G. Holcombe begs to differ. Americans in the founding era championed liberty, and founded a constitutional republic to secure it. In the modern era, however, Americans champion political ‘democracy’ instead, which, Holcombe argues, has come at the expense of liberty. In the provocative and timely volume, Liberty in Peril, Holcombe confronts us with the steady loss of liberty in America, and offers a bold argument for a return to the ideals that made America the land of the free.”

—James R. Otteson Jr., Thomas W. Smith Presidential Chair in Business Ethics, Professor of Economics, and Executive Director of the Eudaimonia Institute, Wake Forest University


[image: Half Title of Liberty in Peril]


Also by the Author

Political Capitalism (2018)

How Economic and Political Power Is Made and Maintained

Advanced Introduction to Public Choice (2016)

Producing Prosperity (2015)

An Inquiry into the Operation of the Market Process

The Great Austrian Economists (2015, 1999)

Advanced Introduction to the Austrian School of Economics (2014)

Liberalism and Cronyism (2013)

Two Rival Political and Economic Systems

Housing America (2009)

Building Out of a Crisis

Entrepreneurship and Economic Progress (2006)

Public Sector Economics (2005, 1987)

The Role of the Government in the American Economy

From Liberty to Democracy (2002)

The Transformation of American Government

Smarter Growth (2001)

Market-Based Strategies for Land-Use Planning in the 21st Century

Writing Off Ideas (2000)

Taxation, Foundations, and Philanthropy in America

Growth and Variability in State Tax Revenue (1997)

An Anatomy of State Fiscal Crises

Public Finance (1996)

Government Revenues and Expenditures in the United States Economy

Public Policy and the Quality of Life (1995)

Market Incentives versus Government Planning

The Economic Foundations of Government (1993)

Economic Models and Methodology (1989)

An Economic Analysis of Democracy (1985)

Public Finance and the Political Process (1983)


[image: Image]

INDEPENDENT INSTITUTE is a non-profit, non-partisan, public-policy research and educational organization that shapes ideas into profound and lasting impact. The mission of Independent is to boldly advance peaceful, prosperous, and free societies grounded in a commitment to human worth and dignity. Applying independent thinking to issues that matter, we create transformational ideas for today’s most pressing social and economic challenges. The results of this work are published as books, our quarterly journal, The Independent Review, and other publications and form the basis for numerous conference and media programs. By connecting these ideas with organizations and networks, we seek to inspire action that can unleash an era of unparalleled human flourishing at home and around the globe.

FOUNDER & PRESIDENT

David J. Theroux

RESEARCH DIRECTOR

William F. Shughart II

SENIOR FELLOWS

George B.N. Ayittey

Bruce L. Benson

Christopher J. Coyne

Ivan Eland

John C. Goodman

Stephen P. Halbrook

Robert Higgs

Lawrence J. McQuillan

Michael C. Munger

Benjamin Powell

William F. Shughart II

Randy T Simmons

Alexander Tabarrok

Alvaro Vargas Llosa

Richard K. Vedder

Robert M. Whaples

ACADEMIC ADVISORS

Leszek Balcerowicz

WARSAW SCHOOL OF ECONOMICS

Jonathan J. Bean

SOUTHERN ILLINOIS UNIVERSITY

Herman Belz

UNIVERSITY OF MARYLAND

Thomas E. Borcherding

CLAREMONT GRADUATE SCHOOL

Boudewijn Bouckaert

UNIVERSITY OF GHENT, BELGIUM

Allan C. Carlson

HOWARD CENTER

Robert D. Cooter

UNIVERSITY OF CALIFORNIA, BERKELEY

Robert W. Crandall

BROOKINGS INSTITUTION

Richard A. Epstein

NEW YORK UNIVERSITY

B. Delworth Gardner

BRIGHAM YOUNG UNIVERSITY

George Gilder

DISCOVERY INSTITUTE

Steve H. Hanke

JOHNS HOPKINS UNIVERSITY

James J. Heckman

UNIVERSITY OF CHICAGO

H. Robert Heller

SONIC AUTOMOTIVE

Deirdre N. McCloskey

UNIVERSITY OF ILLINOIS, CHICAGO

J. Huston McCulloch

OHIO STATE UNIVERSITY

Thomas Gale Moore

HOOVER INSTITUTION

Charles Murray

AMERICAN ENTERPRISE INSTITUTE

June E. O’Neill

BARUCH COLLEGE

James R. Otteson Jr.

WAKE FOREST UNIVERSITY

Charles E. Phelps

UNIVERSITY OF ROCHESTER

Daniel N. Robinson

OXFORD UNIVERSITY AND GEORGETOWN UNIVERSITY

Paul H. Rubin

EMORY UNIVERSITY

Bruce M. Russett

YALE UNIVERSITY

Pascal Salin

UNIVERSITY OF PARIS, FRANCE

Vernon L. Smith

CHAPMAN UNIVERSITY

Pablo T. Spiller

UNIVERSITY OF CALIFORNIA, BERKELEY

Joel H. Spring

QUEENS COLLEGE, CITY UNIVERSITY OF NEW YORK

Rodney Stark

BAYLOR UNIVERSITY

Richard L. Stroup

NORTH CAROLINA STATE UNIVERSITY

Arnold S. Trebach

AMERICAN UNIVERSITY

Richard E. Wagner

GEORGE MASON UNIVERSITY

Walter E. Williams

GEORGE MASON UNIVERSITY

100 Swan Way, Oakland, California 94621-1428, U.S.A.

Telephone: 510-632-1366 • Facsimile: 510-568-6040 • Email: info@independent.org • www.independent.org


[image: Book Title of Liberty in Peril]


Liberty in Peril: Democracy and Power in American History

This revised and updated text is based on the text of From Liberty to Democracy which was published by the University of Michigan Press in 2002.

Copyright © 2019 by the Independent Institute

ISBN: 978-1-59813-332-5

All Rights Reserved. No part of this book may be reproduced or transmitted in any form by electronic or mechanical means now known or to be invented, including photocopying, recording, or information storage and retrieval systems, without permission in writing from the publisher, except by a reviewer who may quote brief passages in a review. Nothing herein should be construed as necessarily reflecting the views of the Institute or as an attempt to aid or hinder the passage of any bill before Congress.

Independent Institute

100 Swan Way

Oakland, CA 94621-1428

Telephone: 510-632-1366

Fax: 510-568-6040

Email: info@independent.org

Website: www.independent.org

Cover Design: Denise Tsui

Library of Congress Cataloging-in-Publication Data Available


To Lora, and to Ross, Emily, Mark, Bailey, Connor, Becca, and their children, with the hope that their liberty and the liberty of those in their generations can be preserved.



Foreword


by Barry R. Weingast

THE ARC DEFINING the contours of Randall Holcombe’s Liberty in Peril is the idea that the United States has slowly been but massively transformed since the founding era. This country began with the founding of government on the guiding principle of liberty, an era characterized by the rejection of tyranny from kings or unlimited majority rule. We now have a government based on democracy in an era where citizen choice is central, quite often at the expense of liberty.

Liberty means freedom from the powers of government, and there is no doubt that the attempt to escape from government oppression was the motivation behind the American Revolution. An ideology of liberty naturally creates a population that is suspicious of government power, that wants the government to act within strict limits, and that will be intolerant of a government that tries to expand beyond those limits. An ideology of democracy advocates furthering the will of the majority through the actions of popularly elected representatives, which removes the most severe constraints placed on those in power. (7)

How did this transformation happen?

Government, the national government in particular, is such a familiar presence in our lives that most Americans are likely to be surprised that the idea of liberty—sustainable limits on the powers of government—was so central to the founding era and America’s first century. This reaction is in part caused by the very phenomena studied by Holcombe: we live in a rich, stable, and developed society and take it all for granted. Governments are typically far more malicious in developing countries. Many developing countries make no attempt to create the elements of liberty, rule of law, or elections. But even those developing countries that do make that attempt struggle mightily with the effort, and very few succeed. This logic implies that the problems confronting Americans in the late 18th century differed from those confronting them in the early 21st century.

For one, no country in the 18th century can be considered developed, the United States in particular. Prior to independence, the colonies did thrive. As Adam Smith observed in the Wealth of Nations, this growth reflected to an important degree of the liberty enjoyed by the colonists.

But the British changes in the governance of the Empire following the Seven Year’s War (1756-63) altered American perceptions: Where elements of liberty had grown and been sustained for nearly a century, came new elements of what to Americans appeared arbitrary deviations from the implicit constitution of the British Empire. This caused Americans to think seriously about how to sustain liberty in practice. No country at that time had sustained liberty (Britain is traditionally labeled the closest). Prior to the American Revolution and, indeed, “Throughout history, citizens had been viewed as servants of their governments, and the new idea that government should be the servant of its citizens took hold and sparked the American Revolution” (8).

At the end of the 17th century, John Locke provided the philosophical basis for the American approach. “Locke’s revolutionary idea was that people naturally have rights, and the … purpose of government is to protect the rights of citizens” (9). “The idea of liberty was a bold challenge to the governance structure of the world’s most advanced nations” (10). In the late 18th century, liberty was a radical idea.

The revolting colonies were among the first in modern times to put these ideas into practice. Americans made it part of their heritage by putting this logic directly into the Declaration of Independence, which, after announcing that “men” had “inalienable rights,” says:

That to secure these rights, Governments are instituted among Men, deriving their just powers from the consent of the governed,—That whenever any Form of Government becomes destructive of these ends, it is the Right of the People to alter or to abolish it, and to institute new Government, laying its foundation on such principles and organizing its powers in such form, as to them shall seem most likely to effect their Safety and Happiness.

Holcombe explains in chapters 3 and 4 how the founders created a system to sustain liberty.

So, then, how does Holcombe explain the transformation of American ideology from liberty to democracy? His answer is two-fold. The first and lesser effect is war. Holcombe says, “Without a doubt, the single most important event in the transformation of American government was the War Between the States” (92).

The second and more important effect involves Holcombe’s relentless, comprehensive application of the interest group perspective in the context of the “market intervention” paradigm. Competitive markets exist, but many groups have policy proposals to make themselves better off, say by restricting entry or a protective tariff limiting foreign competition. Because the political system is responsive to group organization, policies are biased toward those who are organized. Too often, in Holcombe’s eyes, public policy represents “market intervention.”

One by one and without any advanced plan, Holcombe explains, the constraints on national policymaking were dismantled, typically because these constraints prevented some policy to benefit a particular group, particularly after the Civil War or, as Holcombe calls it, the War Between the States. As evidence, he adduces a series of national regulatory acts beginning with the 1887 “Act to regulate commerce,” but also including the Sherman Act and the Clayton Act of 1890 and 1914, respectively.

The transformation leading Holcombe to consider liberty in peril is seen by the following sharp contrast. Americans in the Jacksonian era believed in what we would today call a level playing field, especially an absence of privilege. They would therefore have perceived as illegitimate an attempt by an interest group to get ahead through specialized legislation. In contrast, modern Americans value precisely this democratic responsiveness. This is the arc of Holcombe’s book.

Let me close with a final remark. We should be mindful that the differences in the definition of liberty in the 18th century world of Adam Smith and the American founders versus liberty in today’s world, and seek to understand how the meaning of liberty has evolved (or devolved). In this regard, we should explore what factors have contributed to this transformation: the ideology of interest groups, public goods, and the integration of markets, and finally, was this transformation inevitable?

In Liberty in Peril, Holcombe has given us a well-constructed and much-needed volume for assessing these questions and the directions in which we should move forward.

Barry R. Weingast

Senior Fellow, Hoover Institution, and Ward C. Krebs Family Professor of Political Science Stanford University



Preface


IN THE TWENTY-FIRST century, Americans tend to think of their government as a democracy, in the sense that they view the proper function of government as carrying out the will of the people, as revealed through democratic elections. This differs substantially from the vision of the American Founders, who deliberately designed their government to be insulated from democratic pressures. The role of government, as they saw it, was to protect the rights of individuals, and the biggest threat to individual liberty was the government itself. So they designed a government with constitutionally limited powers, constrained to carry out only those activities specifically allowed by the Constitution. This book describes how the fundamental principle underlying American government has been transformed from protecting individual liberty to carrying out the will of the people, as revealed by a democratic decision-making process.

In a nation that views itself as a democracy, any criticism of democracy might appear anti-American. The material that follows shows that liberty, not democracy, was the principle underlying American government, and the American Founders clearly understood that unconstrained democracy can undermine liberty just as much as autocracy. The idea that government should carry out the will of the people as revealed through democratic elections may be even more dangerous, because it legitimizes the actions of democratic governments by claiming those actions were approved by the people.

This book is a revised version of my earlier book, From Liberty to Democracy: The Transformation of American Government, published in 2002 by the University of Michigan Press. I am grateful to them for allowing the publication of this new edition. The biggest change in this edition is the reduction in the amount of material aimed at an academic audience to make these ideas accessible to a general audience. This edition focuses on the historical events that transformed of American government, as did the earlier edition, but reduces the discussion of academic ideas and theories that would be of less interest to a general audience. The 2002 book also has many more footnotes and references, for readers who have a more academic interest in the subject.

I am very grateful to the Independent Institute and its president David J. Theroux for sponsoring this book. In undertaking the revision I have received helpful comments from Roy M. Carlisle, John Samples, and William “Bill” Shughart. Bill provided very detailed and very helpful comments, and deserves special mention. Roy has provided enthusiastic support for the book since we first discussed it and was helpful and encouraging at every step along the way. Lora, my wife, also an economist, has been uniformly supportive and encouraging. My hope is that this volume will reinforce the ideas of liberty on which the American government was founded in 1776, and which are threatened by the very government that was designed to protect them.



1


Liberty

The Revolutionary Cause

IF YOU WERE to go back to 1776 and ask typical Americans to summarize, in one word, the fundamental principle underlying their new government, that one word would have been liberty. The American Revolution was fought to establish a new government to protect the rights of its citizens, ensure their freedom, and do little else. If you were to ask typical Americans today to summarize, in one word, the fundamental principle underlying American government, that one word would be democracy. The role of the government is to carry out the will of the people, where the will of the people is determined by the preferences they express through a democratic decision-making process. This book describes how the fundamental principle underlying American government has been transformed from liberty to democracy.

When the nation was founded, Americans viewed government to be the greatest threat to their liberty. The Declaration of Independence consists mostly of a list of grievances against the King of England—a list of the ways in which he had violated their rights. The American Founders intended to design a government with limited powers that would protect their rights, but that would be constrained from violating them. The limits of the federal government’s functions and powers are enumerated in the Constitution forged at Philadelphia in 1787, but because some of the Founders felt that the Constitution did not spell out the limits of the government’s powers clearly enough, they added the Tenth Amendment, the last of the Bill of Rights, ratified shortly after the Constitution, which states, “The powers not delegated to the United States by the Constitution, nor prohibited by it to the States, are reserved to the States, respectively, or to the people.”

By the end of the twentieth century, Americans viewed their government very differently from the vision of the nation’s Founders. When the nation was founded, the federal government was viewed as a protector of individual rights, and by the end of the twentieth century, the federal government was viewed as an institution for carrying out the will of the majority, and for protecting and furthering the economic interests of its citizens. The Founders viewed government as a necessary evil. By the end of the twentieth century, government was no longer viewed as a necessary evil, but as a potential power for good. Democracy had replaced liberty as the fundamental principle of American government.1

This transformation of American government occurred gradually, from the time of the nation’s founding. The influence of major events over the scope of American government is well-documented and undeniable. The War Between the States, two World Wars, and the Great Depression are associated with substantial changes in the size and scope of American government, but it is also true that even without these events there has been a steady move toward expanding the scope of democracy and away from the protection of individual liberties. The result has been more government power, more government programs, and more government expenditures.

The most dramatic changes have come in the twentieth century, but even as early as 1835, Alexis de Tocqueville, in his book Democracy in America, was able to foresee the path over which American government would evolve.2 The constitutional limits placed on American government by the Founders have been eroded by the democratic institutions embodied in the Constitution itself. Democracy means accountability to the voting public, and this accountability gives voters the ability to demand that public policies be responsive to their interests. The constitutional challenge, the Founders clearly realized, was to limit the scope of government so that it could not be used to further the interests of particular groups over the general public interest.

The tremendous growth of government in the twentieth century has made this challenge even more formidable. When government is small and the scope of its activities is limited, special interests have few incentives to try to use the government to advance their interests. Government has little power to do so. When government is large and when its limits are less sharply defined, potentially large gains can be had if government policies are steered in a particular way. Thus, government growth results in a government that acts more for the benefit of narrow interests and less for the benefit of the general public interest.

Today, citizens rarely question the idea that America’s political status quo is merely an extension of the constitutional principles of the eighteenth century. One reason is that they are propagandized to believe it is so. Everyone from politicians to civics teachers instills patriotic messages to all willing (and some unwilling) listeners. Dissenters are heard, to be sure, but they do not have the visibility and status of those who sell the principles of democratic government. Another reason is that citizens have little incentive to consider political issues, because as individuals, they do not make policy decisions. Voters face a very limited set of political choices, and when they do cast their ballots they know that their one individual vote will not affect the final result. Voters are ignorant of politics, but rationally ignorant. Little incentive exists to become informed about issues over which one has minimal influence.

Rational Ignorance in Politics

Despite the frequently heard claim that every vote counts, and that one of the most important duties of citizens in a democratic nation is to vote—and even the admonition that if you do not vote you have no right to complain—voters realize that their one vote will not determine an election’s outcome.3 This may not be as true in local elections, where fewer voters participate, but in national elections, the probability of an individual voter casting a decisive vote is miniscule. In presidential elections, one is more likely to be killed in an accident driving to the polls than to cast a decisive vote.4

Counterarguments to the idea that one’s vote does not count typically rely on the fallacy of composition, noting that all votes together determine the election outcome so each individual vote must count. “What if everybody thought that and didn’t vote?” But many people do vote, so for an individual voter, the election outcome would be the same regardless of for whom that voter voted, or whether the voter abstained. Despite the reality that one vote will not change an election’s outcome, many voters insist that their votes are important. Individually, they are not, but collectively they are. If turnout is very low, that takes away some of the legitimacy claimed by those who are elected. So politicians have an incentive to promote the propaganda that every vote counts, and that citizens have a patriotic duty to vote.

Because the probability of casting a decisive vote is so small, voters have little incentive to become informed about the issues. When asked, a surprisingly large percentage of people cannot even name the candidates in legislative elections, let alone tell you anything about their positions. Once elected, representatives put in full days passing legislation, and most people know nothing about most of it. This does not mean that all voters are ignorant about everything. Some people are interested in politics and become informed for their own enjoyment, just as some people are interested and very well-informed about sports. Readers of this book are likely to be more informed than most people. Ask yourself this: Is Congress in session this week? If so, what issues are they considering? What are the positions of your representatives on these issues? Consumers tend to be better informed about differences in restaurants they might choose than they are about political candidates. That makes sense because they get to choose the restaurants at which they eat. But the politicians who represent them will do so regardless of how they vote.

Because Americans view the fundamental principle of American government as democracy, a critical analysis of democracy seems almost anti-American. One of the themes of this book is that the Founders had no intention of creating a democracy, in the sense of a government that would be guided by popular opinion. In fact, a critical assessment of this vision of democracy fits squarely with the Founders’ vision of their new government.

The Constitution describes a government of limited and enumerated powers and was designed with a system of checks and balances to control government power. Originally, the government was designed to be one-sixth democratic. Members of the House of Representatives were to be elected by the people, but Senators were to be chosen by their state legislatures, and that remained the case until the Seventeenth Amendment was ratified in 1913. The judiciary has always been appointed, insulating that branch from democratic pressures, and the president was to be chosen by an Electoral College. Chapter 3 describes how the Electoral College was designed to insulate the selection of the chief executive from democratic pressures and also how the Founders’ design rapidly evolved into the system of presidential elections we have today. A government wherein three branches check and balance each other can work only if the branches are roughly equally powerful. With a president chosen by an Electoral College, an appointed judicial branch, and Senators chosen by their state legislatures, only one-half of one-third of the government was elected by the people.

Even that Constitution, ratified in 1789 and one-sixth democratic, is more democratic than the Founders originally envisioned. The Articles of Confederation, the nation’s first constitution, did not allow citizen voting for any federal official. Chapter 4 gives a more detailed argument about why the replacement of the Articles of Confederation with the Constitution of the United States was an early move in the transformation of the nation’s ideology from liberty to democracy.

Democracy and Ideology

Americans often have been critical of propaganda from other nations. The communist bloc nations during the Cold War and Nazi Germany stand out, but post–World War II Japan has been criticized for whitewashing its record during the war, and almost any nondemocratic nation is subject to criticism that it stifles dissent through both formal and informal means. The US government controls the flow of much information, citing national security concerns, and any dissent often is portrayed as unpatriotic. Citizens tend to support their governments and identify with their policies because of institutions that give them ideological support.

Citizens accept government’s actions, even when they disagree with them, when they view those actions as legitimate. A major function of propaganda is to convince citizens that the government is acting in their interests and that its actions are supported widely by the citizenry. An important function of democratic elections is to convey legitimacy upon the decisions that are made by those who are elected.5 If one agrees with the democratic process, even though one may disagree with some specific decisions made by the president or Congress, one still agrees that those elected representatives have the legitimate right to make those decisions for us.

The democratic ideology that creates the image of legitimacy explains why politicians always urge citizens to vote, despite the fact that most voters are very uninformed. If arriving at a good collective decision was the goal, voting would be limited to those who have both the knowledge and the motivation to best understand the alternatives, yet there has been a consistent push throughout American history to extend the franchise to everybody, including those who show little desire to even want to register to vote. As Tocqueville noted in 1835, “When a nation begins to modify the elective qualification, it may easily be foreseen that, sooner or later, that qualification will be entirely abolished. There is no more invariable rule in the history of society. … [N]o stop can be made short of universal suffrage.”6 If everybody votes, it is difficult to object to the decisions that are made by popularly elected representatives, who were chosen by the citizens to make those decisions. If turnout is low, however, elected officials will have a more difficult time claiming to be the legitimate representatives of the population.

The ideology of democracy conveys substantial powers to government, so it is easy to see why governments have an incentive to nurture it.7 Within the American experience, it is worth emphasizing the advantages to the political leadership of the ideology of democracy over the ideology of liberty. Liberty means freedom from the powers of government, and there is no doubt that the attempt to escape from government oppression was the motivation behind the American Revolution. An ideology of liberty naturally creates a population that is suspicious of government power, that wants the government to act within strict limits, and that will be intolerant of a government that tries to expand beyond those limits. An ideology of democracy advocates furthering the will of the majority through the actions of popularly elected representatives, which removes the most severe constraints placed on those in power.

The story of the transformation of the fundamental principle of American government from liberty to democracy is compelling partly because the powers embodied in America’s twenty-first-century democratic government are those that eighteenth-century Americans revolted against to escape.

The Political Philosophy of the American Revolution

At the time of the American Revolution, the concept of liberty was relatively novel. The idea of liberty, as it applies to the creation of American government, goes back to John Locke, who published his Two Treatises of Government in 1689; less than a century prior to the American Revolution.8 The intellectual fathers of the American Revolution built their political philosophy on the writers of the European Enlightenment, including Locke, Montesquieu, Voltaire, and others. Revolutionary ideas were supported by pamphlets circulated extensively throughout the colonies citing Enlightenment writers, and especially Locke.

Locke’s ideas on property, individual rights, and social contract provided substantial intellectual support for the American revolutionaries, and Cato’s Letters, first published in the 1720s and extensively reprinted,9 generated popular support for liberty as the revolutionary cause. Throughout history, citizens had been viewed as servants of their governments, and the new idea that government should be the servant of its citizens took hold and sparked the American Revolution.

A good contrast for examining the ideas of the American Revolution is found in the works of Thomas Hobbes and John Locke. Both are known for their support of the concept of a social contract, but the different rationales of the two writers give some insight into the newness of the revolutionary idea of liberty. Hobbes’s famous treatise, Leviathan, was published in 1651, only about forty years prior to Locke’s Two Treatises of Government, but the substantial differences in the ways they supported their ideas of the social contract show how new the idea of liberty really was at the time of the American Revolution.

Hobbes’s analysis began with a vision of life in anarchy, without the protection of government. In Hobbes’s view, life in anarchy would be solitary, poor, nasty, brutish, and short. Anarchy, Hobbes argued, would be a war of all against all. Hobbes believed that the only way to prevent this war of all against all was to form a government and have all citizens submit to the power of that government. Under the social contract, to quote Hobbes, every person would promise all others, “I authorise and give up my right of Governing my selfe, to this Man, or to this Assembly of men, on this condition, that thou give up thy Right to him, and Authorise all of his Actions in a like manner.”10 Hobbes makes it clear that to produce an orderly society, individuals would have only those rights that the government would allow to its citizens. Hobbes further argued that those who did not abide by this social contract could “justly be destroyed by the rest.” The government that Hobbes advocates, which has absolute power over its citizens, and in which individuals possessed only those rights granted by the state, was the prevailing view of government at the time.

Locke’s revolutionary idea was that people naturally have rights, and the role of government is to protect their rights. The state of nature, according to Locke, was also “a state of equality, wherein all the Power and Jurisdiction is reciprocal, and no one having more power than another … without Subordination or Subjection.”11 People have a right to themselves, and therefore to their labor. From this, Locke reasons, people have a right to property. “Whatsoever then he removes out of the State that Nature hath provided, and left it in, he hath mixed his Labour with, and joined to it something that is his own, and thereby makes it his Property.”12

Whereas Hobbes envisioned people subjecting themselves to the rules dictated by a sovereign to create an orderly society, Locke envisioned people agreeing with each other to produce a government for the purpose of protecting their natural liberties. Locke believed that citizens have the right to form and dissolve governments, and in stark contrast to Hobbes, believed that government is subservient to its citizens. The purpose of government is to protect the rights of citizens, Locke argues. Philosophically, Locke provided the foundation for liberty, property, and equality upon which the American Revolution was born.

Locke’s ideas, being part of the American ideology today, are easy to take for granted, but when contrasted with Hobbes’s vision of only a few decades before, the idea of liberty is startling and new. And, revolutionary. The American Revolution was nurtured by Locke’s idea that people naturally have rights, that the role of government is to protect them, and that when government fails to live up to its obligations under the social contract, citizens have the right to replace their government.

While the Founders were familiar with the classical and Enlightenment writings on liberty that built the intellectual foundations of the revolutionary movement, the typical citizen became familiar with the ideas of liberty through pamphleteers and newspapers. Among the most influential of these sources were Cato’s Letters, originally published in the London Journal in the 1720s and later collected and widely reprinted. The letters were signed using the name Cato, after Cato the Younger (95–46 BC), who was a defender of liberty in the Roman republic and opposed Julius Caesar’s rise to power. Pursued by Caesar’s forces, he killed himself rather than fleeing or allowing himself to be captured, making himself a good role model for eighteenth-century defenders of liberty. The publication of the letters greatly increased the influence of the London Journal and popularized the ideas of liberty that had been espoused by Locke.

The ideas of natural rights and equality clearly were at odds with a society of aristocrats and monarchs, and the newspapers that published Cato’s Letters were created as opposition newspapers to counter the official government sources. This may have broadened their appeal, but having them collected and published in book form shortly after they appeared in the newspapers made them readily available and a popular source for the ideology of liberty in America. Though the letters were written for a British audience, they considered the issue of the colonies and argued that only by preserving their liberty could a successful colonial operation continue. If a nation must resort to violence to preserve its colonies, the value of the colonies will fall to such a degree that they will not be worth keeping.

The idea of liberty was a bold challenge to the governance structure of the world’s most advanced nations. In the monarchies of the day, people accepted the Hobbesian idea that they received their rights from government and were obligated to abide by the laws the sovereign imposed. Locke’s idea that people have natural rights, independent of government, and that the role of government is to protect the natural rights of citizens literally is a revolutionary notion. It inspired the American Revolution and had a major influence on the design of the new American government.

Conclusion

Any government requires the ideological support of its citizens to keep its power. The ideology of liberty laid the foundation for the American Revolution both by undermining the legitimacy of British rule and by suggesting the principles by which a new government for the colonies could be formed. These ideas clearly had an impact on the government that was created when the colonies declared their independence. But while the ideology of liberty goes a long way toward indicating the freedoms that government ought to protect, it does not go very far toward explaining how governmental institutions can be designed to protect those liberties. This left the Founders to design their own constitution. History shows that they were dissatisfied with their first attempt. The Articles of Confederation, the new nation’s first constitution, was replaced by the Constitution of the United States in 1789. Even then, the Constitution’s authors envisioned a process of continual amendment and revision.

The principles of liberty provided a revolutionary cause but not a blueprint for designing a government that could preserve liberty. The institutions of governance evolved over time, sometimes through deliberate changes and sometimes as unintended consequences that those who advocated institutional changes did not foresee. Often, they were driven by the desires of citizens to have a louder voice in the operation of the government under which they lived. Thus began the transformation of American government from one based on the ideology of liberty to one based on the ideology of democracy.
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Liberty and Democracy as Economic Systems

IN THE NINETEENTH century, economics and politics were studied jointly under the heading of political economy, until academic specialization split them into the two distinct disciplines of economics and political science at the end of that century. This division has created some blind spots in both disciplines. In political science, economic analysis is helpful for determining why particular pieces of legislation are proposed, how likely they are to be passed when proposed, and how they are likely to be enforced if they are passed. Meanwhile, economics was able to separate itself from political science only because economic analysis was undertaken with the (often tacit) assumption that economic activity takes place within a particular set of political institutions, which makes the political system relatively transparent to economic decision-makers.

Economic analysis is most commonly conducted under the assumptions that economic resources are allocated through voluntary exchange, and that all property rights are clearly defined and never violated. Economic agents are perfectly informed, and economic transactions are never tainted by fraud or contract violation. Theft is ruled out, so goods are acquired only by the voluntary consent of their owners. Exceptions exist, and the exceptions are often what makes the study of economics interesting. What if, within this setting, some property rights are not clearly defined? What if, within this setting, one party to a transaction has information that the other party lacks? Even when specific exceptions are studied by economists, they are done so with the assumption that the rest of the economy does not deviate from those assumptions. Even though economists often analyze government policy alternatives, the framework for analysis is exceedingly laissez-faire in its orientation. The political foundation of economic analysis rarely is analyzed explicitly, but it rests on the same structure of liberty that guided the political thought of the American Founders.

The principle of liberty suggests that first and foremost, the government’s role is to protect the rights of individuals. The principle of democracy suggests that collective decisions are made according to the will of the majority. The Founders recognized that in order to preserve liberty the scope of collective decision-making—that is, the degree to which the outcomes of democratic elections could be used as a guide to public policy—would have to be limited constitutionally. The greater the allowable scope of democracy in government, the greater the threat to liberty. Another way of viewing the concepts of liberty and democracy is that they are methods of determining the way in which the allocation of economic resources will be determined. Liberty implies private ownership of resources, with the owners determining how their resources will be allocated, while democracy implies collective ownership of resources, with the will of the majority determining the allocation of resources.

Because economics and political science were separated as academic disciplines, the idea that liberty and democracy both are economic systems seems out of place. They are primarily political concepts. But all economic activity takes place within some political environment that defines the relevant property rights, and without saying so, most economic analysis takes place under the assumption of a political system of extreme liberty. By examining the political structure explicitly, it is possible to relate the political environment to the performance of the economy in a manner similar to the aims of nineteenth-century political economy.

Following the framework in which economic and political systems are viewed separately, Francis Fukuyama, in his 1992 book The End of History and the Last Man, argued that liberal democracy has established itself as the “final form of human government,” and that the free market has established itself as the ultimate destination in the evolution of the economic system.1 The analysis in this chapter questions Fukuyama’s conclusions, by arguing first that political systems inescapably lie at the foundation of economic systems, so that both liberal democracy and the free market simultaneously are political and economic systems—systems of political economy—and second, that inherent tensions between democracy and a free market economy exist that make it difficult to maintain a stable system. In particular, the ascendency of the concept of democracy threatens the survival of the free market economy, which is an extension of the Founders’ views on liberty.

The Concepts of Liberty and Democracy

The inherent tensions between liberty and democracy may not at first be apparent, because they appear to apply to two different aspects of the political system. Democracy addresses the question of who should exercise the ultimate power of government and answers that the power of government rests ultimately with its citizens. Regardless of the identity of the holder of that ultimate power, liberty addresses the question of what should be the limits of that power and answers that the power of government must be limited so that it does not violate individual rights. The Founders attempted to create a government both that preserved liberty and that vested its ultimate power in its citizens.
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