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The nature of political discourse has been
significantly altered by the events of recent
history, among which has been an accelerating
shift of governmental regulation away from
directing society by means of general rules to
that of ad hoc, administrative commands and
discretionary control. This has been accom-
panied by an apparent general lessening of
respect for law and an increased interest in civil
disobedience in the name of higher principles.
These changes have led to a resurgence of in-
terest in the concept of the rule of law as one of
the primary protections which formally
organized and highly complex societies can
offer for personal freedom and an ordered
society. Shifts in attitude toward law on the
part of both government and citizens have en-
couraged political theorists to re-examine the
classical liberal conception of the rule of law
towards a better understanding of the inter-
relationship between the nature, function, and
extent of governmental rules on the one hand,
and personal freedom and the sphere of activity
wherein the individual may act solely as he
pleases on the other.

This paper will focus on the work of F. A.
Hayek, the leading modern exponent of the
liberal conception of freedom and the rule of
law. I intend in my analysis to lay bare the in-
congruities and weaknesses in Hayek's defini-
tion of freedom, and to show that a govern-
ment under the rule of law, as he offers it, is no
more a guarantee of personal freedom than is a
government delegated broad discretionary
powers — that one's freedom can be as much
constrained under one system as under the
other. I hope in the course of this paper to sug-
gest the direction future theorists might take if
they are to avoid certain pitfalls which prevent
a more rigorous investigation of the relation-

ship between freedom and the activities of
government.

HAYEK'S CONCEPT OF FREEDOM

Hayek defines "liberty" or "freedom" —
the terms are used synonymously — in a man-
ner consistent with nineteenth-century English
liberal theory.111 "Individual or personal
freedom", he writes, is "the state in which a
man is not subject to coercion by the arbitrary
will of another or others."[2] I see no problem
with definitions of liberty which take the
negative form Hayek here proposes. One essen-
tial criterion for any useful definition of in-
dividual freedom which is not metaphorical —
and which is central to the notion of negative
liberty — is, I suggest, that one's freedom never
require that other human beings act in certain
ways but only that they do not act in certain
ways; that is, that my freedom entail prohibi-
tions on others rather than positive commands.
This distinction is negated in all positive con-
ceptions of liberty. All sensible, non-vulgar
uses of the term, however, suggest some notion
of being let alone, of not being "forced", "re-
quired", "commanded" by others to do (or not
to do) something, provided that one "can", "is
able to", "has the capacity to" do it. What is
crucial, of course, is how we proceed to
distinguish the types of force impinging on us
so that relevant distinctions are made between
"being forced" or "being coerced" not to do
something, and "not being able" to do
something. I believe that this is impossible
without prior recourse to a theory of rights and
that all attempts to define freedom result in
hopeless conceptual muddles without such a
theory.131 Hayek, however, attempts his defini-
tion of coercion without reference to rights.
"Coercion", he continues, "occurs when one
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man's actions are made to serve another man's
will, not for his own but for the other's pur-
pose".141 But, he adds, coercion can occur only
when the possibility of alternate action is open
to the coerced. "Coercion implies that I still
choose but that my mind is made someone
else's tool, because the alternatives before me
have been so manipulated that the conduct that
the coercer wants me to choose becomes for me
the least painful one."[51

There is clearly an inadvertence here. Coer-
cion, Hayek claims, does not occur when
someone done violence is prevented from choos-
ing at all. "If my hand is guided by physical
force to trace my signature or my finger pressed
against the trigger of a gun, I have not acted.
Such violence, when it makes my body someone
else's physical tool is, of course, as bad as coer-
cion proper and must be prevented for the same
reason."161 But it is not coercion, and — not
being coercion — I cannot be said to be unfree.
The farcical implication is that if I am trussed
up without the ability to move, I am, in
Hayek's use of the term, still free!

There is an equally serious problem buried in
this formulation, however. The absence of
coercion (freedom), according to Hayek, ob-
tains when the possible alternative actions open
to me are not such that, through the manipula-
tion of such alternatives by someone else, the
least painful choice for me is that which is the
most beneficial to him. Or, more simply, I am
free when no one else manipulates my environ-
ment in such a way that my action (or actions)
benefits him. Unqualified, this definition is
useless, since under it the overwhelming
preponderance of human interactions could be
shown to be coercive. The primary difficulty
with this definition is that we must distinguish
"coercive" manipulations from the conditions
or terms on which others are prepared to render
us specific services or benefits, all of which are
deliberate acts by others aimed at our subse-
quent action (or actions) benefiting them.
Hayek attempts this distinction in the following
way: "So long as the services of a particular
person are not crucial to my existence or the
preservation of what I most value, the condi-
tions he exacts for rendering these services can-
not properly be called 'coercion'."171

I find this formulation totally inadequate.
How are we to determine what is "crucial to my
existence" or what "preserves what I most
value" in any but a purely subjective way?
Hayek makes little effort to give precision to
these terms and his examples are confused. Let
us take a situation in which Hayek claims no
coercion occurs. Suppose that the condition for
my being invited to a dinner party were my
wearing a dinner jacket. It is clear, Hayek
claims, that in situations of this kind, no coer-
cion takes place.1811 take this to mean that such
situations never involve threats to things
"crucial to my existence" or to "the preservation
of what I most value". But Hayek has here
mistakenly translated "ordinarily involves no
threat" to "never involve threats" in order to
salvage his criteria for the existence of coercion
from absurdity. For it follows from his argu-
ment that if (a) my social standing were one of
the things I most valued and, (b) my not atten-
ding this party would damage my social stan-
ding, then it is indeed possible that I could find
myself coerced by my host's demand. For ex-
ample, if (c) my dinner jacket were at the
cleaners and, (d) it were impossible for me to
rent a dinner jacket except at a price I would
otherwise be unwilling to pay, then my prospec-
tive host's requirement that I wear a dinner
jacket as the "price" of access to his home
would threaten the preservation of what I most
value, my social standing, and would be in-
vasive of my freedom.191

Hayek's argument suffers from a species of
fallacy previously made by Isaiah Berlin.
Berlin, in his Two Concepts of Liberty, con-
tends that negative liberty resides in being left
left to do what one "wants", "desires",
"wishes", "chooses".1101 As Berlin himself
later recognized, there is an absurdity implicit
in this formulation "for if to be free —
negatively — is simply not to be prevented by
other persons from doing whatever one wishes,
then one of the ways of attaining such freedom
is by extinguishing one's wishes".1111 The same
criticism applies equally to Hayek's criteria for
coercion. For if freedom resides in the absence
of certain types of threats to those things I feel
are "crucial to my existence" or the "preserva-
tion of what I most value", then my freedom
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can be enlarged by narrowing the set of things I
find crucial to me or most value.

This fallacy lies at the root of yet another ex-
ample of non-coercion which Hayek offers: "If
I would very much like to be painted by a
famous artist and if he refuses to paint me for
less than a very high fee, it would clearly be ab-
surd to say that I am coerced."1123 On the other
hand, Hayek's argument implies that if it
preserves what I most value, to be painted by a
famous artist, and if he refuses to paint me for
less than a very high fee, it follows that I am
coerced. What does "very much like" mean
and how does it differ from "most value"?
Since both terms are inherently subjective, they
are of little utility for an objective theory of in-
dividual freedom. Indeed, if my being free
depends on others not threatening the preserva-
tion of what I most value, then I need only
change my values in the presence of a threat to
transmute an otherwise coercive act into a non-
coercive one. The reverse, of course, also holds
true and by a change in values I can create
situations in which I am coerced where other-
wise there was only a thwarting of desire. In the
above example, I can narrow my area of
freedom by upgrading my "very much liking"
to be painted by a famous artist to "most valu-
ing" being painted by him. It then becomes the
case, within the framework of Hayek's argu-
ment, that if my not being painted by this artist
threatens the preservation of what I most value,
then my environment has been manipulated in
such a way that the "least painful choice" for
me (paying the high fee) is that which benefits
the "manipulator" (the artist) and I am being
coerced.

Inadvertently, Hayek has here blundered
from a strictly negative conception of freedom
into a positive one. I am unfree (coerced) to the
extent that I am deliberately denied those things
which I find preserve what I most value; this
argument is constructed in such a way that my
freedom can require that others be forced to act
in a particular way — in this instance that an ar-
tist paint me when he otherwise would have
refused.

The same philosophical muddle is apparent
in a number of other examples Hayek offers.
Although at one point he writes that "it cannot

legitimately be called coercion if a producer or
dealer refuses to supply me with what I want ex-
cept at his price", in the following paragraph
he offers a case of "true coercion" which in-
volves just such an instance. "A monopolist",
Hayek writes, "could exercise true coer-
cion . . . if he were . . . the owner of a spring
in an oasis. Let us say that other persons
settled there on the presumption that water
would always be available at a reasonable price
and then found . . . that they had no choice but
to do whatever the owner of the spring demand-
ed of them if they were to survive: here would
be a clear case of coercion."1131 I assume that
Hayek here means that any contract between
the owner of the spring and the settlers for
water by which the owner received any but a
"reasonable price" would be coercive. But how
are we to determine what a "reasonable price"
is? It is possible that Hayek here means to sug-
gest that a "reasonable price" is the "com-
petitive price". But how is it possible to deter-
mine what the competitive price is in the
absence of competition? Economics possesses
no way of predicting the cardinal magnitude of
any market price in the absence of a market.
What, then, can we assume to be a
"reasonable" price, or, more to the point, at
what price does the contract alter its nature and
become an instance of coercion? What if the
owner of the spring demands nothing more
than the friendship of the settlers? Is such a
"price" coercive? By what principle can we
decide when the agreement is a legitimate con-
tractual one and when it is not?

There is yet a further difficulty. Is the owner
of the spring acting coercively if he refuses to
sell his water at any price? Suppose, for exam-
ple, he looks upon his spring as sacred and to
offer its holy water to non-believers a sacrilege.
Here is a situation which would not fall under
Hayek's definition of coercion since the owner
forces no action on the settlers. Yet it would ap-
pear, within Hayek's own framework, that
were these conditions to prevail an even greater
violence would be done the settlers since the on-
ly "choice" now open to them is that of dying
of thirst.

Let us now turn to Hayek's use of the term
"coercion" in contexts where it is possible for
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someone who might otherwise be coerced to
foresee the results his actions will have. He
writes: "Provided that I know beforehand that
if I place myself in a particular position, I shall
be coerced and provided that I can avoid put-
ting myself in such a position, I need never be
coerced [i.e. I need never have my freedom cur-
tailed]. " t14] It follows from this, for example,
that if Mr. Jones warns me that he will harm me
in some way if I purchase any goods from Mr.
Smith and provided that the goods are available
elsewhere or are such that I can do without
them, then Mr. Jones' action is non-coercive!
The threatened party is no less free than he was
before the threat was made // he can avoid the
threatener's action. The threat itself is non-
coercive; additionally, if the threat prohibits
my acting in a certain way when it is within my
power not to so act, I am not being coerced by
the prohibition. With respect to my freedom,
avoidability of the prohibited action is suffi-
cient, according to this criterion, to set up a
situation theoretically identical to one in which
a threat does not occur at all. Thus, if I know in
advance that I will be attacked by a gang if I
were to enter a certain neighborhood and if I
can avoid that neighborhood, then I need never
be coerced by the gang nor are they curtailing
my freedom.

This rather awkward relationship between
avoidability of violence and coercion, where the
presence of the former entails the absence of
the latter, stems from Hayek's attempt to create
a necessary connection between general rules
which prohibit specific actions (the rule of law)
and freedom. Hayek goes on to say that "in so
far as the rules providing for coercion are not
aimed at me personally but are so framed as to
apply equally to all people in similar cir-
cumstances, they are no different from any of
the natural obstacles that affect my plans".[15]

Hence, one could regard a gang-infested
neighborhood in the same way as a plague-
infested swamp, both avoidable obstacles,
neither personally aimed at me and therefore
not limiting my freedom.

J. W. N. Watkins has examined this position
and rightly argues that Hayek has been over-
impressed by the logical distinction between a
positive command and a prohibition to the

point where he has denied the coercive status of
any prohibition. It is true that a prohibition
leaves an agent free to act in any of the large
number of ways compatible with not acting in
the prohibited way while a positive command
leaves him unfree to act in any but the com-
manded way, but it does not follow that all pro-
hibitions are less coercive than all commands.
"We must not be dazzled by the largeness of
the number of alternative courses left open by a
prohibition", Watkins notes. "After all, the
agent can select only one of them. To measure
the degree of penalisation which a prohibition
involves, what we have to weigh against the
prohibited course is not the whole class of un-
prohibited alternatives but just the un-
prohibited alternative which he dislikes least.
Now it may be that his best unprohibited alter-
native will be little or no worse than the pro-
hibited course, in which case he will not be
penalised by the prohibition. But it may also be
that he regards the best unprohibited alter-
native as much worse than the prohibited
course."1161

It is clearly erroneous to hold that prohibi-
tions, taking the form of general rules, are non-
coercive (or necessarily less coercive) because
the consequences of violating such prohibitions
are avoidable. These consequences are just as
avoidable in the case of arbitrary, ad hoc com-
mands i since one need only obey to avoid being
penalized. But this relationship between general
rules and freedom is, indeed, the most impor-
tant characteristic of Hayek's theory of law. In-
dividual freedom, for Hayek, is the logical con-
sequence of a certain set of formal restrictions
on the legal rules under which a society
operates. He writes: "the conception of
freedom under the law rests on the contention
that when we obey laws, in the sense of general
abstract rules laid down irrespective of their ap-
plication to us, we are not subject to another
man's will and are therefore free".1171 The im-
plication, of course, is that any abstract rule ap-
plied impartially is non-coercive. Further, the
non-coercive nature of general rules seems to
hold even when these rules occasionally take the
form of specific directives rather than prohibi-
tions. Though "taxation and the various com-
pulsory services, especially the armed forces,
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are not supposed to be avoidable, they are at
least predictable and are enforced irrespective
of how the individual would otherwise employ
his energies: this deprives them largely of the
evil nature of coercion".[18] This intimate con-
nection between the structure of rules and
Hayek's concept of freedom forms the founda-
tion of his theory of law.

THE RULE OF LAW

Hayek's goal in his political theory is to offer
nothing less than a theoretical structure for a
free society, a "constitution of liberty", in
which the individual, secure within a broad,
protected sphere, may act as he pleases,
unharassed by the state. It is therefore essential
that Hayek differentiate between acts of
government which are consistent with such a
society and those acts which are invasive or
coercive. In order to do so he has recourse to
the concept of the rule of law.

The rule of law is not itself the body of laws
by which society is governed, but a higher order
rule determining the formal structure of laws,
consistency with which is the criterion for
securing individual freedom in society. It re-
quires that a particular law "in its ideal form be
a 'once-and-for-all' command that is directed to
unknown people and that is abstracted from all
particular circumstances of time and place and
refers only to such conditions as may occur
anywhere and at any time".[19] From such a
system of laws emanates the whole body of
rights individuals possess. Rights do not
logically antecede government but are formed
and given substance by the legal arrangements
which stem from the rule of law. They are
defined in terms of the positive law under which
society operates and are no more than
guarantees against action falling outside the
rule of law. "Under a reign of freedom", writes
Hayek, "the free sphere of the individual [that
area protected by rights] includes all action not
explicitly restricted by a general law."[20]

Hayek stipulates several criteria which legal
rules must meet to be consistent with the rule of
law, that is, that they be consistent with in-
dividual freedom. All laws must be equally ap-
plicable to all members of the political com-

munity, they must be general in nature, and
they must be certain. I will proceed to discuss
each of these criteria with a view toward ex-
amining whether they, in fact, afford any pro-
tection to individual liberty and whether the
results of possible government action consistent
with these safeguards can so constrain in-
dividual conduct as to make useless these
limitations on the form specific laws should
take.

(i) Consistency with the rule of law, Hayek
asserts, demands that all positive law be
"equally applicable", that is, that no law
distinguish among citizens in its application. In
its strongest sense the "equal applicability"
criterion requires that all governmental rules
which command or prohibit actions to some,
command or prohibit those actions to all.
Toward this end, according to Hayek's
understanding of the rule of law, government
would be prohibited from making laws which
explicitly apply only to specific persons or
groups: "As a true law should not name par-
ticulars, so it should not single out any specific
persons or group of persons."1211 Hayek finds
himself forced to modify any strict interpreta-
tion of this prohibition, however, since it is ap-
parent that certain "legitimate" rules can have
application only to specific sets of people. An
example of this, I would suppose, is the pro-
hibition of rape, which in common law at least
can be committed only by a male. Hayek sug-
gests two criteria which, if met, would place
laws regulating the behavior of specific groups
outside the range of arbitrary governmental ac-
tion and make them consistent with the rule of
law. These criteria are, first, that no proper
names be employed in the law and, second, that
the distinctions which the law makes are sup-
ported by majorities both within and outside
the group which is the subject of legislation.1221

Both criteria, I believe, present grave
theoretical problems.

That no proper name be mentioned in a law
does not protect against particular persons or
groups being either harassed by laws which
discriminate against them or granted privileges
denied the rest of the population. A prohibition
of this sort on the form laws may take is a
specious guarantee of legal equality, since it is
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always possible to contrive a set of descriptive
terms which will apply exclusively to a person
or group without recourse to proper names.
One need only set up a description in such a
way that the parameters delineating, and the
characteristics possessed by, the person or
group are neither over- nor under-inclusive; i.e.
one need only create a one-member class. In
this way legislation aimed at certain persons or
groups avoids the apparently illegitimate device
of singling them out by name. Further, groups,
unlike specific individuals, are possessed of a
set of defining characteristics which, when
listed in the law, would serve the same function
as the use of proper names.

Hayek's second criterion, that legislation
referring to specific groups is permissible only
when supported by majorities both within and
outside the group, fares no better as a
guarantee of legal equality. If the purpose of
legislation is to grant privileges to a certain
minority, rather than to discriminate against
them, the majority of those *'within the group"
would most likely concur in such legislation.
Hayek contends that a statute aimed at a
specific group which is favored by majorities
both within and outside the group can be
presumed to serve the ends of both.[23] This
strikes me as an unwarranted assumption. If
the operational sense of "being favored by the
majority outside the group" is understood to
equate with "assented to by a majority outside
the group", as it most often is in political
discourse, there is persuasive empirical evidence
that laws granting privileged status to select
groups are commonly acquiesced in by larger
majorities even when such laws run counter to
their own ends. The history of law, particularly
in the western democracies, is replete with
legislation granting special economic privileges
to certain minorities (tariffs, subsidies, restric-
tions on entry into professions and businesses,
local monopolies, etc.) which are detrimental to
the majority of the population. The dynamics
of political life offer some insight into why such
statutes can be enacted without serious opposi-
tion. The few who stand to gain by the legisla-
tion, stand to gain much and will lobby accor-
dingly; those who stand to lose, the bulk of the
population, individually stand to lose only a

little or are unaware that they stand to lose at all,
and are politically unorganized for the purpose
of preventing the legislation. Almost invariably
the result is that legislation of this sort is
enacted and accepted, "assented to", by those
"outside the group".

What of the case where proposed legislation
would discriminate against a group? In such in-
stances Hayek's requirement of assent by ma-
jorities both within and outside the group ap-
pears to offer stronger protection against
discriminatory legislation. However, the
criterion continues to suffer from an unfor-
tunate majoritarian bias which does not
preclude significant curtailments on individual
freedom of action. For example, it is possible
that proscription of interracial marriages would
have the sanction of majorities of the races af-
fected. At this point we would do well to keep
in mind that Hayek defines freedom in terms of
the legal guarantees of the rule of law. If any
governmental action is consistent with the rule
of law, as the proscription of interracial mar-
riages in the above example appears to be, it
then becomes meaningless for anyone wishing
to intermarry to speak of the denial of his
freedom to intermarry under such a law. Yet, in
spite of this, it clearly appears that such a law
does deny the freedom to marry whom one
chooses to members of either group who favor
miscegenation. I can find no way, within the
terms of Hayek's argument, to reconcile this
conflict.

There is another sense in which the "equal
applicability" criterion can be understood, as
Hayek uses it: that is, that the formal effect of
legislation will be equal throughout the popula-
tion. Examination indicates, however, that this
limitation hardly serves as a serious constraint
on the content of positive law. Hayek's analysis
neglects the fact that most laws have a harsher
impact on certain people than they do on
others. For example, if it were thought
necessary for some reason to institute a trade
embargo with a particular country the law, in a
sense, would formally affect all in some equal
way; no one would be permitted to engage in
such trade. But the real effect of the law would
be to benefit some — in this case merchants
who deal with countries exporting and impor-
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ting the same or similar products as are affected
by the embargo — at the expense of others, i.e.
those engaged in the now prohibited trade. The
greater proportion of laws does not, in this
sense, apply equally to all. Nor, of course, does
the "equal applicability" criterion curtail the
power of government to enforce uniformity in
those areas where it deems it desirable and thus
to benefit some at the expense of others. Cen-
sorship and the prohibition of political and
religious dissent and of "immoral" conduct,
are all consistent with equal application of the
law. By prohibiting certain things from being
done by anybody, a government is in a position
to strike at any particular person or group by
legislating against behavior which is peculiar to
that group.

But Hayek does not contend that the law
must always be, in some formal sense, the same
for all. Not all laws which are consistent with
the rule of law are in any meaningful way
"equally applicable". Thus, we are told that
conscription is compatible with his theory of
the rule of law even when it applies only to a
particular segment of the population. Hayek
offers no criteria for determining when such ex-
ceptions to the equal applicability requirement
can be made nor what, if any, are the general
principles for deciding whether the content of
the exception is legitimate or otherwise. Are
licensing laws — which are merely prohibitory
laws which stipulate the requirements for ex-
emption — to be regarded as consonant with
the rule of law? If licensing is allowable under
the rule of law and if we lack a theory imposing
limits on such government action, we are in the
end faced with the possibility of a society of
status — the very thing Hayek seeks to prevent
— emerging from principles totally consistent
with his theory of law.

The nature of Hayek's equal applicability re-
quirement is ultimately reducible to a require-
ment that all laws apply equally to those the law
applies to. We are thus in a position to create
any number of categories of people in order to
apply "equal" laws to them. Those people in
each group will be equal under the laws apply-
ing to them, despite the fact that other laws will
treat other people in other groups
differently.[24] It is hardly an effective

safeguard of individual freedom to be assured
only that laws will be consistent in their applica-
tion toward those people each law legislates
against.

(ii) The rule of law, Hayek maintains, re-
quires that all laws must be general in nature;
they must be such that "they do not refer to
particulars but apply whenever certain abstract-
ly defined conditions are satisfied".1"1 What,
in fact, would be prohibited by this criterion?
In examining the efficacy of this principle of
law we are confronted with much the same dif-
ficulty which was met in our analysis of proper
names in the law. For, here too, inasmuch as a
sufficiently specific general characterization fit-
ting only one condition or a particular set of
conditions can be provided, it remains possible
to meet this requirement in law and yet struc-
ture legislation directed towards specific situa-
tions.

Indeed, it is the basic function of much law
to aim at a certain level of specificity, as oppos-
ed to commanding or prohibiting at all times, in
all places, and under all conditions. Hayek
seems to recognize the legitimacy of specificity
to general rules provided that the specifics be
abstractly stipulated; "the law", he writes,
"will prohibit killing another person or killing
except under certain conditions so defined that
they may occur at any time or place".1261 This
dilution of the generality criterion is essential if
we are to have a legal system at all. Killing is
not always murder and it is murder which the
law wishes to prohibit. But Hayek offers no
guidelines to indicate in what way legal terms
such as murder (or theft, rape, etc.) are to be
defined. Abstractness alone is clearly insuffi-
cient.

At what point, then, are laws too specific to
be considered compatible with the rule of law?
What Hayek is aiming at is a legal system which
precludes the existence of administrative agen-
cies possessed of discretionary power to make
ad hoc decisions. The requirement that all laws
be general, he contends, would limit the courts
and any other judicial and quasi-judicial agen-
cies of government from rendering such deci-
sions. But if there is no limitation on the level
of specificity of general rules other than that
the specificity be abstractly formulated, then
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there are an infinite number of genera under
which general rules may be contrived. An ad-
ministrative decision, in reality an ad hoc com-
mand or prohibition, need only be formulated
in terms of an abstract rule of sufficient
specificity to permit it compatibility with the
rule of law.[27]

(iii) We have yet to consider that require-
ment which Hayek contends is the most impor-
tant aspect of the rule of law, that the law be
certain. "There is probably no single factor
which has contributed more to the prosperity of
the West", he writes, "than the relative certain-
ty of the law which has prevailed here."[28]

What Hayek here means by "certainty" is sug-
gested in The Road to Serfdom, where he
defines the rule of law in the following way:
"Stripped of all its technicalities, [the rule of
law] means that government in all its actions is
bound by rules fixed and announced
beforehand — rules which make it possible to
foresee with fair certainty how the authority
will use its coercive powers in given cir-
cumstances and to plan one's individual affairs
on the basis of this knowledge."1291

But how can the government be bound in all
its actions by fixed rules, announced
beforehand? In his commentary on Hayek's
theory of law, Kenneth Davis has pointed out
that this statement is either an absurdity or an
inadvertence since the legislature, obviously,
cannot be so bound.t301 It is possible, however,
to salvage Hayek's criterion if it is restructured
in the following way: the legislature, if it is to
act consistently with the rule of law, is limited
to passing into law only fixed rules which then
must be made known, and the other branches
of government are constrained to act only
under such rules. Thus reformulated, the "cer-
tainty of the law" resides in specific rules being
framed in such a way that one can predict when
and how the executive and the courts will use
their coercive powers. This has as its corollary
that the executive and the courts will not
legislate with respect to the cases before it.

Although this requirement appears to offer
somewhat stronger protection against arbitrary
government than do Hayek's other criteria, it
is, I think, predicated on a false assumption.
Hayek seriously underestimates the discre-

tionary powers inherent in the functions of the
executive and judicial branches of government.
The area of discretionary power possessed by
the executive and its servants and by the courts
touches on the average person to a far greater
degree than that area governed by rigid rules.
We are all subject to a huge range of legal rules
covering almost all aspects of human interac-
tion. Whether and how these rules are invoked
ultimately depends on the government's
representative of first resort, the policeman. He
must decide, at the least, whether a rule has or
has not been broken and, often, whether invok-
ing a criminal sanction is too severe a response
to even a clear violation of a rule. This discre-
tion is not a weakness of law but an integral
part of it.

To be certain that if I act in a particular way
a specific legal sanction will follow, I must
know that the act was a violation of a specific
rule and I must be able to predict:

(a) that I will be caught;
(b) that the policeman will act to enforce

the specific rule;
(c) that there is sufficient evidence to pre-

sent before a court that I had violated
the rule;

(d) that the prosecutor will prosecute;
(e) that the judge or jury will convict;
(f) that I will be given a predictable

punishment;
(g) that I will not be pardoned.

Foreknowledge of all these outcomes is impos-
sible. The legal arrangements under which men
live can never provide certainty that all
offenders will be caught and these same arrange-
ments more often than not provide discre-
tionary powers with respect to arrest, prosecu-
tion, and sentencing. At one time the
authorities will use their coercive powers in one
way, at another time, in another. I can never be
certain that if I violate a rule I will be punished,
much less exactly how I will be punished.

I suspect, however, that Hayek's main in-
terest, when he identifies individual freedom
with the criterion that the law be certain, is not
so much certainty that a legal sanction will
follow upon commission of a prohibited act,
but more the following: when a legal sanction is
invoked, if it is invoked, it will always be
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preceded by an act which one could have
predicted was prohibited. Hayek's theorem for-
mulated in this negative manner is much
stronger. For, although elements of all legal
systems — especially those which Hayek holds
must consistently reflect the rule of law — per-
mit discretion in not invoking criminal sanc-
tions when legal rules are broken, those systems
he most admires allow far less discretion in in-
voking criminal sanctions when one could not
have predicted that an act fell under the rubric
of a prohibitory law. Even here, however, there
are areas (areas with which Hayek finds no
fault) which involve some degree of unpredic-
tability.

For example in criminal law where, because
of the nature of the crime, the statute is
necessarily vague — generally those concerning
a lower order of offenses involving personal
conduct — there is a whole range of acts the il-
legality of which ultimately depends on a deci-
sion of a policeman. Among these are loitering,
disturbing the peace, vagrancy, disorderly con-
duct, illegal assembly, failure to disperse, of-
fending public morals, creating a nuisance,
"public" drunkenness, inciting to riot, interfer-
ing with the duties of a police officer; some
traffic offenses such as reckless driving and
driving too fast for conditions; and aspects of
all health, sanitation, and fire codes. Predic-
tability in these areas, whether a specific act
either is or is not illegal, is either minimal or
nonexistent until a decision has been made by a
servant of the law.

With respect to tort law, whether a civil
action will lie in one's act rests on whether the
act is wrongful and the determination of
whether an act is wrongful depends on the at-
titude of the prospective plaintiff. Although it
is true that not any act can be held wrongful*
those acts which can be so held can also be held
not to be, dependent on the discretion of the
person affected. If there is predictability here it
is certainly not over the form the law takes, as
Hayek would have it, but because of factors ex-
traneous to Hayek's argument.

Finally, there is yet another way in which the
predictability of the law is limited. The body of
law owes much to the decisions of judges acting
as legislators. In any instance where the

language of a law is somewhat vague or im-
precise and a particular act is charged as being
in violation of the law, courts have the option
of extending the sense of the law by construing
it as covering the act before the bench. Even
when the language of a statute is precise and
detailed, there will occur cases falling within the
necessarily imprecise border areas of a law's ap-
plicability, where special situations of fact
arise. Where these conditions prevail, the
defendant can be denied warning that his act
was in violation of any law, since judge-made
law, whether criminal or civil, is always
retrospective law to the case at hand. There is
no way of circumventing this uncertainty.

It is, I think, clear that all legal systems, of
necessity, permit — at times even encourage —
a fair amount of discretion to both the ex-
ecutive and judicial branches. The structure of
legal arrangements cannot but allow a certain
measure of unpredictability to the course the
law will take. But what if we were to take
Hayek's "certainty" safeguard as an absolute
requirement to which all laws must conform.
Assume a body of written laws, precisely word-
ed and unambiguous, certain of enforcement
and allowing a minimum of judicial discretion
concerning either its application or the penalties
imposed for its transgression. As Bruno Leoni
has pointed out, even in such a case, although
we are always certain as far as the literal con-
tent of each rule is concerned at any given mo-
ment, we can never be certain that the rules
under which we are operating today will be the
same rules under which we shall have to operate
tomorrow.1311 Since the legislature cannot by its
nature be bound by rules "fixed and announced
beforehand", long-run certainty of the sort
that Hayek regards as a prerequisite of a free
society is unattainable.

CONCLUSION

The rule of law has held a unique place in the
liberal conception of a free society. Liberal
legal theorists from Dicey1321 to Lord
Hewart1331 and Hayek have all juxtaposed the
rule of law with arbitrary government; they
have identified its absence with despotism and
its presence with an open society. More impor-
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tantly, they all share the presumption that a
government operating under its principles is a
sufficient condition for individual freedom.
This identification of personal liberty with the
rule of law is especially true in Hayek's for-
mulation. Hayek's preoccupation with the for-
mal structure of law has led him to disregard
the substantive limitations on law without
which personal liberty cannot be insured. In the
absence of additional substantive limitations
which go beyond the satisfaction of mere struc-
tural requirements, the law can become an in-
strument of government power as repressive as
any which would exist under an arbitrary
despotism.

Inasmuch as Hayek defines "freedom" in
terms of the rule of law, those who regard cer-
tain legislation as invasive of that freedom are
left in somewhat of a theoretical bind. For,
although it might be shown that a particular
prohibition on individual behavior would be
harmful to some, or even to all, so long as the
prohibition meets the criteria Hayek sets down
for the rule of law, it could not be held to be in-
vasive of individual freedom. Once consistency
with the rule of law is taken as the sole basis for
determining legitimate government action, we
can no longer bring to bear a discussion of the
government's interference with personal liber-
ty. Indeed, Hayek himself acknowledges this
restriction on political discourse. At one point
he writes: "so long as [government measures]
are compatible with the rule of law, they cannot
be rejected out of hand as government interven-
tion but must be examined in each instance
from the standpoint of expediency".1341

The rule of law, as Hayek propounds it, re-
quires no more than that legislation be
characterized by equality, generality, and cer-
tainty. It would not preclude far-reaching
government regulation of private life. The rule
of law would simply require that such regula-
tion take the form of more or less fixed rules
rather than direction via administrative bodies
armed with extensive discretionary powers..
Even here it is not certain whether the rule of
law as postulated would prohibit the legislature
from delegating its authority to administrative
agencies provided that meaningful standards
governing administrative policy-making are in-

corporated into the statute and provided tha
judicial review of administrative decisions i
allowed.1351 One of Hayek's primary purpose
in offering his criteria for the rule of law is tc
supply a theoretical framework within which
individual freedom is maximized. Yet this
framework, when examined, appears to allow
for the concentration of use of power by the
state which is inimical to personal freedom. In
the final analysis the rule of law, as he offers it,
appears to allow such far-reaching powers to
government that freedom as we commonly
understand it rests on a foundation no more
secure than governmental good will.

On the basis of the'arguments offered in this
essay there appear to be two overriding dif-
ficulties posed by Hayek's theory. First,
Hayek's concept of "freedom" is logically link-
ed to the rule of law rather than being defini-
tionally independent. As a result, the term, in
its restricted sense, loses much of its value as a
political concept and unreasonably limits the
range of political discourse. Second, the rule of
law, whose presence is perhaps a necessary con-
dition for a free society, is offered as a suffi-
cient condition. Since Hayek's concept of the
rule of law is open to serious criticism on the
grounds that it permits a number of seemingly
peaceful, voluntary actions of individuals to be
classified as coercive and, further, that it ex-
cludes from the category of coercive activity an
enormous range of governmental actions which
we should ordinarily call coercive, one can only
conclude that it must be rejected as a valid
account of the nature of freedom and a free
society.
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Auberon Herbert (1838-1906) was one of the
distinctive figures in the profound and wide-
ranging intellectual debate which took place
during the late Victorian age. It was during this
period, in the intellectual and social ferment of
the 1880s and 1890s, that Herbert formulated
and expounded voluntaryism, his system of
"thorough" individualism. Carrying natural
rights theory to its logical limits, Herbert
demanded complete social and economic
freedom for all non-coercive individuals and
the radical restriction of the use of force to the
role of protecting those freedoms — including
the freedom of peaceful persons to withhold
support from any or all state activities. All
cooperative activity must be founded upon the
free agreement of all those parties whose
rightful possessions are involved. Like many
other Victorian figures, Herbert had wide-
ranging interests. He wrote poetry and accounts
of his travels. And the subjects of his non-
political essays included religion, clean air and
forest conservation. But Herbert's major ef-
forts were devoted to his writings in political
theory. This has been long neglected and it is
the purpose of this essay to begin to redress that
wrong.111

Auberon Herbert was by birth and marriage
a well-placed member of the British aristocracy.
He was educated at Eton and at St. John's Col-
lege, Oxford. As a young man he held commis-
sions in the army for several years and served
briefly with the 7th Hussars in India (1860). In
a letter from India he expresses his opposition
to the caste system while maintaining that the
British attempt to eliminate the system forcibly
was likely to "trample the evil in, not out".[2]

On his return to Oxford he formed several Con-
servative debating societies, was elected a
Fellow of St. John's, and lectured occasionally

in history and jurisprudence. In 1865, as a Con-
servative, he unsuccessfully sought a seat in the
House of Commons. By 1868, however, he was
seeking a Parliamentary seat, again unsuc-
cessfully, as a Liberal. Finally, in 1870, Herbert
successfully contested a by-election and entered
the Commons as a Liberal representing Not-
tingham. Throughout this period one of
Herbert's major occupations seems to have
been observing wars. He spent much time near
the front during the Prusso-Danish, Franco-
Prussian, and American Civil wars. He only
missed viewing the Austro-Prussian war of
1866 "owing to its short duration".[3] In the
course of the Prusso-Danish war his
courageous aid to wounded Danish troops led
to his decoration by the Danish government.
With respect to the Civil War, he wrote, "I am
very glad that slavery is done away with, but I
think the manner is very bad and wrong".
Whether he meant by this to emphasize the
hypocrisy of the North, which had always
preached "the sacredness of revolution", or
meant that even slavery should not be forcibly
trampled out is unclear.141 For, as we shall see,
there is in Herbert a pacifist tendency toward
denouncing the use of all force — even force
directed against force. Herbert's accounts of
these excursions illustrate how safe war was in
the nineteenth century for non-combatants —
at least for aristocratic English non-
combatants.

During his time in the House of Commons,
Herbert's most noteworthy political acts were
to join Sir Charles Dilke in his declaration of
republicanism and to support Joseph Arch's at-
tempts to form an agricultural laborer's union.
Although, in hindsight, many of Herbert's ac-
tions and words during the sixties and early
seventies can be read as harbingers of his later,
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consistent, libertarianism, he was in reality
throughout this period lacking in any consistent
set of political principles. During this period,
for instance, he supported compulsory State
education — albeit with strong insistence on its
being religiously neutral.

In late 1873, Herbert met and was much im-
pressed by Herbert Spencer. As he recounts in
"Mr. Spencer and the Great Machine", a study
of Spencer led to the insight that,

. . . thinking and acting for others had always
hindered, not helped, the real progress; that all
forms of compulsion deadened the living forces in a
nation; that every evil violently stamped out still per-
sisted, almost always in a worse form, when driven
out of sight, and festered under the surface.

I no longer believed that the handful of us —
however well-intentioned we might be — spending
our nights in the House, could manufacture the life
of a nation, could endow it out of hand with hap-
piness, wisdom, and prosperity, and clothe it in all
the virtues.151

However, it was even before this intellectual
transformation that Herbert had decided,
perhaps out of disgust with party politics or
uncertainty about his own convictions, not to
stand for re-election in 1874. Later, in 1879, he
again sought Liberal support to regain a seat
from Nottingham. But at that point his uncom-
promising individualist radicalism was not ac-
ceptable to the majority of the Central Council
of the Liberal Union of Nottingham. In the in-
terim, he had organized, in 1877, "The Per-
sonal Rights and Self-Help Association". And,
in 1878, he had been one of the chief organizers
along with William Morris161 of the anti-
Jingoism rallies in Hyde Park against war with
Russia. Along with other consistent classical
liberals, Herbert repeatedly took anti-
imperialist stands. He consistently called for
Irish self-determination. In the early 1880s, he
opposed British intervention in Egypt as a use
of the power of the nation to guarantee the
results of particular speculations. And, later, he
opposed the Boer War.171

In 1880, following his rejection by the
Liberals of Nottingham, Herbert turned to the
publication of addresses, essays, and books in
defense of consistent individualism and against
all forms of political regimentation. Even in
1877, Auberon Herbert had been disturbed by
"a constant undertone of cynicism" in the

writings of his mentor, Herbert Spencer, and
had resolved to do full justice to "the moral
side" of the case for a society of fully free and
voluntarily cooperative individuals.[8] And
while Spencer grew more and more crusty, con-
servative and pessimistic during the last decades
of the nineteenth century, Herbert, who con-
tinued to think of himself as Spencer's disciple,
remained idealistic, radical and hopeful. And
while he willingly addressed, he refused to join,
such organizations as the Liberty and Property
Defense League which he felt to be "a little
more warmly attached to the fair sister Proper-
ty than . . . to the fair sister Liberty".191

Similarly, Herbert held himself separate from
the Personal Rights Association whose chief
mover, J. H. Levy, favored compulsory taxa-
tion for the funding of State protective ac-
tivities. With the exception of the in-
dividualistic "reasonable anarchists", Herbert
thought of himself as occupying the extreme
left wing of the individualist camp, i.e. the wing
that was most willing to carry liberty
furthest.1101

In 1885 Herbert sought to establish a Party
of Individual Liberty and under this rubric he
gave addresses across England. His central
theoretical essay, The Right and Wrong of
Compulsion by the State, was written as a state-
ment of the bases for, the character of, and the
implications of, the principles of this Party.
Again with the aim of advancing libertarian
opinion, Herbert published the weekly (later
changed to monthly) paper, Free Life, "The
Organ of Voluntary Taxation and the Volun-
tary State", from 1890 to 1901. Free Life was
devoted to "One Fight More — The Best and
the Last" — the fight against the aggressive use
of force which is "a mere survival of bar-
barism, a mere perpetuation of slavery under
new names, against which the reason and moral
sense of the civilized world have to be called in-
to rebellion".[11J Also during the 1890s,
Herbert engaged in lengthy published ex-
changes with three prominent socialists of his
day, E. Belfort Bax, Grant Allen and J. A.
Hobson.[121 Herbert continued to write and
speak into this century and two of his best
essays, "Mr. Spencer and the Great Machine"
and "A Plea for Voluntaryism", were written



VOLUNTARYISM: THE POLITICAL THOUGHT OF AUBERON HERBERT 301

in 1906 — the last year of his life.
In all his mature writings Auberon Herbert

defended a Lockean — Spencerian conception
of natural rights according to which each per-
son has a right to his own person, his mind and
body, and hence to his own labor. Further-
more, each person has a right to the products of
the productive employment of his labor and
faculties. Since each person has these rights,
each is under a moral obligation to respect these
rights in all others. In virtue of each person's
sovereignty over himself, each individual must
consent to any activity which directly affects his
person or property before any such activity can
be morally legitimate. Specifically, each must
forego the use of force and fraud. Each has a
right to live and produce in peace and in volun-
tary consort with others and all are obliged to
respect this peace.

Herbert offered a variety of arguments for
his basic ascription of rights. One highly con-
cise argument, credited to Spencer, appears
among other places in Herbert's 1880 address
to the Vigilance Association.

We can suppose no other object to be placed before
ourselves but happiness . . . . We are then entitled to
pursue happiness in that way in which it can be
shown we are most likely to find it, and as each man
can be the only judge of his own happiness, it
follows that each man must be left free so to exercise
his faculties and so to direct his energies as he may
think fit to produce happiness; — with one most im-
portant limitation. His freedom in this pursuit of
freedom must not interfere with the exactly cor-
responding freedom of others.1131

Happiness being the right and proper aim of
each individual and each person's happiness be-
ing the specific aim which that person is unique-
ly situated to pursue, each has a right to pursue
his happiness. Yet since this is a right possessed
by all and equal in all men, no-one's rightful
pursuit of his own happiness includes the
prevention of a comparable pursuit on the part
of others. A similar argument — with a logical-
ly appropriate emphasis on the presence in each
person of faculties the function of which is the
attainment of that person's happiness — ap-
pears in "A Politician in Sight of Haven".
There Herbert argues " . . . that as men have
these faculties [in the exercise of which freedom
consists] there must be freedom for their exer-
cise".1141 These premises connect Herbert's

claim that each individual has a right to judge
of his own happiness with the conclusion that
each individual has a special claim over the use
of his own faculties in the implementation of
those judgments.

In his most systematic work* The Right and
Wrong of Compulsion by the State, Herbert
adds several further arguments for rights. He
again ties the individual's claim to freedom to
the conditions necessary for the individual's
well-being. But here the emphasis is on moral
well-being. Freedom is presented as both a
causal and a logical precondition of a man's ac-
tions being truly self-beneficial —
". . . without freedom of choice, without
freedom of action, there are no such things as
true moral qualities . . . ".[15] Furthermore, it
is argued, those who believe that some men may
rule others must appeal to the baseless premise
that some people hold a natural "commission
to decide what (their) brother-man shall do or
not do".[16] And this is a premise that is both
ungrounded and the historical source of terrible
suffering. Nor is plausibility added if it is the
majority that is assigned the right to rule their
brother-man. Nor can the advocate of (mere)
partial sovereignty of one man over another
draw any non-arbitrary line between the
freedoms which such partial sovereigns are sup-
posed to be able to deny people and the
freedoms which they are required to respect.
Those who embark on the restriction of equal
liberty

. . . are like men who start to make their passage
over the wide seas, without chart or compass, and
hopefully remark that the look of the waters, the
face of the sky, and the direction of the wind will at
any special moment tell them what course they ought
to steer.*171

If one rejects utilitarianism, as Herbert did,
as the notion that " . . . nothing is sacred ex-
cept the convenience of the larger crowd", then
one must speak in terms of rights. And then,
one must choose between the clear-cut, un-
problematic, view that each has absolute rights
over himself and the view that some people in
some combinations are the owners of others'
souls and bodies. In light of the oddities con-
nected with the latter alternative, Herbert con-
cludes that each has absolute obligations to
respect the self-ownership of each other person.
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Also noteworthy is an intriguing, recurring,
argument of Herbert's, perhaps best expressed
in the address of 1880:

. . . no man can have rights over another man unless
he first have rights over himself. He cannot possess
the rights to direct the happiness of another man,
unless he possess rights to direct his own happiness:
if we grant him the latter right, this is at once fatal
to the former.1181

Herbert's argument seems designed to bring out
the incongruity between the demand for ab-
solute respect for any person A as a putative
(political) rightholder over another person B
with at least partial rightful authority over what
B shall do or undergo, and the demand that A,
as all persons, should be under the authority of
others, including B, with respect to what A
shall do or undergo. This incongruity does not
plague the view that each man merits respect as
an absolute rightholder over himself. This sort
of incongruity in the triumphant assignment to
each of political rights the real content of which
is to render each the property of, and the ser-
vant of, the will of others is what Herbert seems
to have in mind when he asserts that, "Pure
critical reason obliges us to believe in Self-
ownership".1191

In virtue of his absolute rights over himself
and his faculties, a person comes to acquire a
property right to the products of his faculties
and labor — with the one qualification that one
may not rightfully exercise one's faculties or
labor upon what another already has a right to
without the consent of that party. Whatever
would be produced by such an illegitimate exer-
cise would not be the rightful property of the
transgressor. According to Herbert, to deny
that the products of a man's rightful exercise of
his faculties are his property is to deny that men
have rights over themselves and their own ac-
tivities.

It is idle to say in one breath that each man has the
right to the free use of his own faculties, and in the
next breath to propose to deal by the power of the
State with what he acquires by means of those
faculties, as if both the faculties and what they pro-
duced belonged to the State and not to himself.1201

Herbert's arguments characteristically wove
together the utility of private ownership for
each person and the flow of entitlement from a
person's labor to his products.

In what way, we ask, would it profit a man if he
were told that he owned his own body and mind, and
if at the same time he were debarred . . . from the
full and perfect possession, as an individual, of
any of the good things of the earth — either from the
possession of land, or of the products of land, for
the sake of which the labours of his body and mind
have been expended?1211

For Herbert, as in other matters of principle, to
accept any compromise of property rights, to
claim anything less than absolute private
ownership, would be to enter onto the slippery
slope leading to full State control or ownership.
Still, despite the centrality of property rights to
Herbert's system, he never does provide a
detailed account of what specific actions pro-
duce initial property rights to objects, or of
what specific actions are crucial to the transfer
of property rights. Often Herbert argues as
though all he need do to establish his own
specific position on property rights is to
criticize convincingly the socialist and land na-
tionalizer positions. Thus, he fails to deal
systematically with the common argument that,
"The doctrine of individual rights may give
property in labour-power, but not in the
material in which it is vested".[22] The closest
Herbert comes to meeting such arguments is his
claim that land to which one has established a
right will be as much, and as little, a "manufac-
tured article" as the crop which one grows on
that land. Hence, if one can have an individual
right to the crop raised (perhaps in virtue of
"the difficulty of separating what is artificial
from what is natural" in it) one can have an in-
dividual right to cultivated land and,
presumably, to other material from nature
which has been readied for human use.[23] But
this still leaves unanswered the questions: exact-
ly what acts establish a property right and why?
Nor does Herbert seem to have been much con-
cerned with insuring that contemporary holders
of e.g. land, had rightfully acquired their
holdings from parties who had themselves
rightful title to those holdings. In the pages of
Benjamin Tucker's Liberty, Herbert was accus-
ed of joining Spencer in believing that since
land holdings had so often been determined by
robbery, one could not now do more for justice
than insist that all future acquisitions and
transfers be non-aggressive.[24]
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Against what types of actions do a person's
rights provide moral immunity? Since person
A's having a right to something involves his
moral freedom and prerogative to do with that
thing as he chooses (provided that in so doing A
does not prevent person B from exercising his
rights), A's rights are violated whenever he is
prevented from doing as he chooses with what
is rightfully his. Violations of rights consist in
subverting a person's choice about and disposal
of what he owns. Since physical force (and the
threat thereof) is the great subverter of choice,
since this is the essential vehicle for the non-
consensual use of persons, their faculties, and
their properties, it is against force (and the
threat thereof) that all persons have rights. In
addition, persons have rights against being sub-
jected to fraud. For fraud is simply a surrogate
for, and the moral equivalent of, force. Fraud
is the ''twin-brother of force . . . which by cun-
ning sets aside the consent of the individual, as
force sets it aside openly and violently".1251

In The Right and Wrong of Compulsion by
the State, Herbert is anxious to point out that
there is a potentially dangerous confusion bet-
ween " . . . two meanings which belong to the
word force".1261 Direct force is employed when
person A, without his consent, is deprived of,
or threatened with the deprivation of,
something to which he has a right — e.g. some
portion of his life, liberty, or property. Anyone
subject to such a deprivation or threat is, in his
own eyes, the worse for it. His interaction with
the wielder of force (or fraud) is something to
be regretted, something to which he does not
consent. This is the case, e.g. when A pays B to
stave off being beaten or murdered by B. In
contrast, B might get A to pay B a certain sum
or do B a particular service, by indicating that B
will only do something which A values if A pays
that sum or renders that service. By so in-
dicating the conditions for A's receiving from B
what A values, person B may get person A to
do something which, in itself, A had rather not
do. If B does induce A to act by threatening (so-
called) to withhold what A values, then, accor-
ding to Herbert, we can say that B has used "in-
direct force" upon A. But "indirect force" is
radically different from "direct force". In the
case of indirect force, person A does not act

under a genuine threat. For he is not faced with
being deprived of something rightfully his (e.g.
his arm or his life). Instead he is bribed, coax-
ed, induced, into acting by the lure of B's offer
of something which is rightfully B's. No rights-
endangering act plays any role in motivating A.
A may, of course, wish that B had offered even
more. But in accepting B's offer, whatever it
may be, A indicates that on the whole he con-
sents to the exchange with B. He indicates that
he values this interchange with B over the status
quo. He indicates that he sees it as beneficial —
unlike all interactions involving direct force.

The employer may be indirectly forced to accept the
workman's offer, or the workman may be indirectly
forced to accept the employer's offer; but before
either does so, it is necessary that they should con-
sent, as far as their own selves are concerned, to the
act that is in question. And this distinction is of the
most vital kind, since the world can and will get rid
of direct compulsion; but it can never of indirect
compulsion . . . (271

Besides, Herbert argues, any attempt to rid the
world of indirect force must proceed by expan-
ding the role of direct force. And, " . . . when
you do so you at once destroy the immense
safeguard that exists so long as [each man] must
give his consent to every action that he
does".1281 The believer in strong governments
cannot claim, says Herbert, that in proposing
to regulate the terms by which individuals may
associate, he is merely seeking to diminish the
use of force in the world.

What, then, may be done when the violation
of rights threatens? So strong is Herbert's criti-
que of force that, especially in his early
writings, he is uncomfortable about affirming
the propriety of even defensive force. Thus, in
"A Politician in Sight of Haven", the emphasis
is on the fact that the initiator of force places
his victim "outside the moral-relation" and in-
to "the force-relation". Force, even by a
defender, is not "moral". The defender's only
justification is the necessity of dealing with the
aggressor as one would with "a wild beast". In-
deed, so pressed is Herbert in his search for
some justification that he says, in justification
of his defense of himself , that "The act on my
part was so far a moral one, inasmuch as I
obeyed the derived moral command to help my
neighbor".{m In The Right and Wrong of
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Compulsion by the State, Herbert starts by
identifying the task of finding moral authority
for any use of force with the task of finding
moral authority for any government. He
declares that no "perfect" foundation for such
authority can be found, that all such authority
is an usurpation — though "when confined
w i t h i n c e r t a i n e x a c t l i m i t s . . . a j u s t i f i a b l e
usurpation*'.[30] Herbert also asserts the in-
alienability of each person's rights — including,
presumably, the rights of each aggressor. This
seems to confirm the status of even defensive
force as an usurpation. But then Herbert seems
to reverse himself — arguing that those who use
force (or fraud), having disallowed, "this
universal law . . . therefore lose the rights
which they themselves possess under it". t31]

Finally, Herbert arrives at the considered judg-
ment that, within special contexts, self-
preservation does justify self-defense. Self-
preservation " . . Justifies an action wrong in
itself (as the employment of force) only because
of the wrong which has been already committed
in the first instance by some other person".[32]

Ten years later, Herbert was, if anything, more
hesitant about defensive force when he wrote,

If the self is the real property of the individual, we
may, I think assume (// is however at best an
assumption) that force may be employed to repel the
force that would take from an individual this special
bit of property in himself. . . .l23)

Finally, however, Herbert seems to have fully
overcome his hesitancy about defensive force.
Possibly his most forceful statement appears in
the essay, "A Voluntaryist Appeal".

If you ask us why force should be used to defend the
rights of Self-ownership, and not for any other pur-
pose, we reply by reminding you that the rights of
Self-ownership are . . . supreme moral rights, of
higher rank than all other human interests or institu-
tions; and therefore force may be employed on
behalf of these rights, but not in opposition to them.
All social and political arrangements, all
employments of force, are subordinate to these
universal rights, and must receive just such character
and form as are required in the interest of these
rights.'34'

According to Herbert, each person's absolute
right to what he has peacefully acquired
through the exercise of his faculties requires the
abolition of compulsory taxation. The demand
for "voluntary taxation" only is a simple in-
stance of the demand for freedom in all human

interaction. An individual does not place
himself outside the moral-relation by merely re-
taining his property, by not donating it to
some other person's conception of a worthy
project. Such a peaceful individual is not a
criminal and is not properly subject to the
punishment of having a portion of his property
confiscated. Herbert particularly urged those in
the Individualist camp to reject compulsory
taxation.

I deny that A and B can go to C and force him to
form a State and extract from him certain payments
and services in the name of such State; and I go on to
maintain that if you act in this manner, you at once
justify State-Socialism. The only difference between
the tax-compelling Individualist and the State-
Socialist is that whilst they both have vested owner-
ship of C in A and B, the tax-compelling In-
dividualist proposes to use the powers of ownership
in a very limited fashion, the Socialist in a very com-
plete fashion. I object to the ownership in any
fashion.'35'

It is compulsory taxation which generates and
sustains the corrupt game of politics — the
game in which all participants strive to further
their aims with resources forcefully extracted
from those who do not share their aims. Com-
pulsory taxation breaks the link between the
preferences of the producers of, and peaceful
holders of, resources with respect to how those
resources (their property, their faculties, their
minds and bodies) should be used and the ac-
tual use of those resources. For instance, com-
pulsory taxation,

. . . gives great and undue facility for engaging a
whole nation in war. If it were necessary to raise the
sum required from those who individually agreed in
the necessity of war, we should have the strongest
guarantee for the preservation of peace. . . . Com-
pulsory taxation means everywhere the persistent
probability of a war made by the ambitions or pas-
sions of politicians.1381

Perhaps the most profound direct challenge
to Herbert's whole philosophical orientation
appeared in Hobson's critique, "Rich Man's
Anarchism". There Hobson, as a represen-
tative of the "new" Hegelian organicist
Liberalism, criticizes the "doctrine of separate
life and self ownership" by attacking its
underlying "monadism". He accuses Herbert
of holding the purportedly false view that,
"The thing called Society is . . . merely an ag-
gregation of individuals, it has no corporate ex-
istence, no 'self which can be governed".[37] In-
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stead, according to Hobson, the individual
mind is a social product — " . . .made, main-
tained, and constantly influenced by other
minds".[38] In an original variation on the
theme that defenders of individual freedom are
crass materialists, Hobson asserts that
Herbert's monadism flows from his assumption
that individuals are identical to their bodies.
For it is only this assumption which leads to the
identification of a separate and discrete in-
dividual for each separate and discrete body.
But the physical distinctness of human bodies is
not, according to Hobson, morally significant.

. . . the concession of physical independence is no
bar to the unity of the moral organism for anyone
whose thought has passed beyond the crude
materialism which conceives mind as a physical
function of brain. The "self-ownership" of mind,
by means of which Mr. Herbert denies the moral
unity of Society and posits all "rights" as individual
possessions, is a fiction, not a "natural" fact.1391

Hobson's ultimate positive position is that
Society is the significant moral entity and that
each part of society has a duty to serve the
whole and has rights against the whole or its
parts only insofar as such immunities further
the social good, i.e. the well-being of Society.

Herbert's response to Hobson, largely found
in his essay, "Lost in the Region of Phrases", is
a model reply to this sort of organicist argu-
ment. First, Herbert questions the relevance,
for Hobson's political conclusions, of the fact
that we live and grow in communities with
others, interact, affect one another for better or
worse, and so on.

We are all agreed probably that we are subject to in-
numerable influences, that we all act and re-act upon
each other in the great social whole, that the en-
vironment constantly affects and modifies the in-
dividual . . . . But what in the name of good logic and
plain sense have this universal interaction and in-
terdependence to do with the fundamental dogmas
of [compulsory] Socialism?1401

And in what possible way do the facts of
human interaction (interaction which Hobson
himself is led to describe in terms of an in-
dividual being affected by other individuals)
imply the absence of individual minds and per-
sons?

That when you bring men together for any purpose,
either for the purpose of listening to speeches or for
some common undertaking, such men act upon each
other in a very marked manner, both for good and

for evil, sometimes heightening the evil, is what we
all daily know and experience; but I cannot see how
this heightening of emotion can in any way affect the
fact that those who thus influence and are influenced
are individuals, each with his own set of feelings,
each with his own separate body and mind, and each
with his own responsibility . . . no literary phrases
about social organisms are potent enough to
evaporate the individual.[41]

Hobson's argument, says Herbert, reduces to
the incredible claim that because a number of
individuals interact freely in many mutually
beneficial ways they are properly subject to a
Hobsonian scheme of coercion.

The syllogism, I presume, would run: We all depend
upon the exchange of voluntary and mutually conve-
nient services, arranged according to our own in-
dividual likings and requirements; therefore we are
to be placed, under the system of universal compul-
sion, which has been amiably devised for us by Mr.
Hobson's friends . . . .[421

It is true, of course, that each of us is a member
or plays a part in a great number of interactions
and organizations. But,

All these various wholes, without any exception, in
which an individual is included — these so-called
organisms of which he forms parts — exist for the
sake of the individual. They exist to do his service;
they exist for his profit and use. If they did not
minister to his use; if they did not profit him, they
would have no plea to exist.1431

Besides, if the goal is organic unity and if a uni-
ty must include each person's interests if it is to
be truly organic, then freedom is the only
means to such a unity. For only if individuals
are not coerced into associations will their join-
ing them reflect genuine accommodations on
the part of those associations to the interests
and desires of those individuals. So if one's
goal is organic unity one must, in theory, reject
compulsion.1441 And, in practice, Herbert
claims, "There is only one result you can get
out of the suppression of the individual, and
that is the organized dominant faction trium-
phing over the defeated faction".1451

Herbert's demand for a "Voluntary State",
i.e. a State devoted solely to the protection of
Lockean-Spencerian rights and funded volun-
tarily, combined with his continual condemna-
tion of existing State activities, led to Herbert's
being commonly perceived as an anarchist.
Often these perceptions were based on hostility
and ignorance — of the sort which even led to
the charges that, e.g. Herbert was an "advanc-
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ed Socialist" or that he favored the "abolition
of all laws".t46] But Herbert was also con-
sidered to be an anarchist by serious and
reasonably well-informed pro-State critics such
as J. A. Hobson and T. H. Huxley. Similarly,
J. H. Levy thought that to reject the com-
pulsory State was to reject the State as such.
And while, for these men, Herbert's purported
anarchism was a fault, the individualist anar-
chist Benjamin Tucker always insisted that, to
his credit, Auberon Herbert was a true anar-
chist.1471 Of course, there can be no question
whether Auberon Herbert was an anarchist of
the coercive collectivizing or terrorist sort.
Nothing could be further from his own posi-
tion. For as Herbert points out in his "The
Ethics of Dynamite", coercion, systematic or
random, is nothing but a celebration of the
principles on which the coercive State rests.

We live in an age of active evolution, and the art of
government is evolving like everything else around
us. Dynamite is its latest and least comfortable
development. It is a purer essence of government,
more concentrated and intensified, than has ever yet
been employed. It is government in a nutshell,
government stripped as some of us aver, of all its
dearly beloved fictions, ballot-boxes, political par-
ties, House of Commons oratory, and all the rest of
it . . . . It is the perfection, the ne plus ultra, of
government.148'

Whether or not Herbert was an anarchist of
the individualist, private property, free market
sort is another and far more complex question.
Herbert himself continually rejected the label
and, although he maintained cordial relation-
ships with men like Benjamin Tucker, he in-
sisted that his views were sufficiently different
from theirs in relevant respects to place him
outside the camp of "reasonable" anarchists.
In what ways, then, did Herbert's views differ
from those of the individualist anarchists as
represented by Tucker? Tucker had tied himself
to a labor theory of value. It followed for him
that such activities as lending money and ren-
ting property were not genuinely productive
and that those who gained by means of such ac-
tivities advanced themselves improperly at the
expense of less propertied people. Thus, Tucker
took the laboring class to be an exploited class
— exploited by the holders of capital. And he
duly sympathized with, and often shared the
rhetoric of, others who were announced cham-

pions of the proletariat against the capitalist
class. Herbert did not accept this sort of
economic analysis. He saw interest as a natural
market phenomenon — not, as Tucker did, as
the product of State enforced monopolization
of credit. And Herbert saw rent as legitimate
because he believed, contrary to Tucker, that
one did not have to be continually using an ob-
ject in order to retain just title to it and, hence,
to be in the moral position to charge others for
their use of that object. I49> 50)

I suspect that it was these differences — dif-
ferences not actually relevant to the issue of
Herbert's anarchism — which, combined with
Herbert's desire not to grant the political idiots
of his day the verbal victory and advantage of
tagging him an "anarchist", sustained
Herbert's insistence that what he favored was,
in fact, a type of State. But other factors and
nuances entered in. Herbert argued that a
voluntarily supported State would do a better
job at defining and enforcing property rights
than would the cooperative associations which
anarchists saw as taking the place of the State
and as protective of individual liberty and pro-
perty. Unfortunately, in his exchange with
Tucker on this matter, the question of what sort
of institution or legal structure was needed for,
or consistent with, the protection of individual
life, liberty, and property tended to be con-
flated with the question of what were the ge-
nuine bases for particular claims to
property.1511 Finally. Herbert's considered
judgment was that individualistic supporters of
liberty and property who, like Tucker, favored
the free establishment of defensive associations
and juridical institutions were simply making a
verbal error in calling themselves "anarchists".
They were not for no-government, Herbert
thought, but rather for decentralized, scattered,
fragmented, government. Herbert's position
was that, although it would be better to have
many governments within a given territory (a
republican one for republicans, a monarchical one
for monarchists, etc.) than it would be to com-
pel everyone to support a single State,1521 if
given the choice, individuals would and, for
"strong minor moral reasons" should, con-
verge on a single government as their common
judge and defender within a given territory.1531
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Ultimately how we classify Herbert depends
upon our answers to these two questions: (1)
Does the fact that Herbert would allow in-
dividuals to withhold support from "the State"
and to form their own alternative rights-
respecting associations, show him to be an
anarchist?, and (2) Does the fact that Herbert
thought that it would be unwise for individuals
to form such splinter associations, and unlikely
that they would form them, show that the cen-
tral institution which he favored was a
State?[54]

No sketch of Herbert's views could be com-
plete, even as a sketch, without some mention
of Herbert's multi-dimensional analysis of
power — "the curse and the sorrow of the
world".1551 Following Spencer's distinction bet-
ween industrial and militant societies, Herbert
continually emphasized the differences between
two basic modes of interpersonal co-
ordination. There is the "way of peace and co-
operation" founded upon respect for self-
ownership and the demand for only voluntary
association. And there is the "way of force and
strife" founded upon either the belief in the
ownership of some by others or in simple
reverence for brute force.1561 It is difficult,
however, to summarize Herbert's analysis since
it involves a great number of interwoven moral,
psychological, and sociological insights. Essen-
tially one must look to his writings — especially
his two last essays, "Mr. Spencer and the Great
Machine", and "A Plea for Voluntaryism".
Insofar as there is a division of labor between
these two essays, the former focuses on the in-
herent dynamic of political power, the ways in
which the great game of politics captures its
participants no matter what their own initial in-
tentions, while the latter essay focuses on the
corrupting results of this captivity within those
participants. According to Herbert, no man's
integrity or moral or intellectual selfhood can
withstand participation in the battle of power
politics.

The soul of the high-minded man is one thing; and
the great game of politics is another thing. You are
now part of a machine with a purpose of its own —
not the purpose of serving the fixed and supreme
principles — the great game laughs at all things that
stand before and above itself, and brushes them
scornfully aside, but the purpose of securing

victory; . . . When once we have taken our place in
the great game, all choice as regards ourselves is at
an end. We must win; and we must do the things
which mean winning, even if those things are not
very beautiful in themselves.'571

Progress is a matter of the development of
human individuality — not the growth of
uniformity and regimentation. Hence,

Progress depends upon a great number of small
changes and adaptations, and experiments constant-
ly taking place, each carried out by those who have
strong beliefs and clear perceptions of their own in
the matter. . . . But true experimentation is impossi-
ble under universal systems. . . . Progress and im-
provement are not amongst the things that great
machines are able to supply at demand.1581

Progress, then, is part of the price we all pay
for power. But the possessors of power pay a
further price. For, according to Herbert, power
is a "fatal gift".

If you mean to have and to hold power, you must do
whatever is necessary for the having and holding of
it. You may have doubts and hesitations and
scruples, but power is the hardest of all taskmasters,
and you must either lay these aside, when you once
stand on that dangerous, dizzy height, or yield your
place to others, and renounce your part in the great
conflict. And when power is won, don't suppose
that you are a free man, able to choose your path
and do as you like. From the moment you possess
power, you are but its slave, fast bound by its many
tyrant necessities. •59 ]

Hence, ultimately, it is in no one's interest to seek
power over others. Such an endeavor simply
generates a dreadful war of all upon all which,
even when momentarily won, makes the victor
the slave of the vanquished and which robs all
contestants of their dignity as self-owning and
self-respecting beings. It is necessary to em-
phasize that, according to Herbert, liberty and
respect for all rights is, ultimately, in each in-
dividual's interest. For Herbert often couched
his appeals in terms of self-denial and self-
sacrifice. This was especially true of his appeals
to the working class whom he envisioned as for-
ming electoral majorities for the purpose of
legislating downward redistributions of proper-
ty. Indeed, Herbert constantly associated
socialism and force with (unconstrained) ma-
jority rule and and he always assumed that the
majority which would endanger freedom and
property would be essentially composed of the
least advantaged 51 per cent.1601 Hence, he
sometimes was insensitive to the dangers from
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well-placed minority factions, and he tended to
concentrate on State abuses which were intend-
ed to aid the poor.[61] Nevertheless, he did op-
pose foreign interventions as being special in-
terest ventures and he recognized the dangers
from the "rich" who desired "bigger armies
and fleets, more territory, more glory, and
many noble opportunities of making a splash
before the eyes of the world", and from those
so nervous about socialism that they desire to
"turn the nation into an army for [their] conve-
nience, and submit it to military discipline".[62]

And, ultimately, his calls upon the working
classes for self-denial have to be seen in the
light of his vision of progress as possible only
through the development of individual moral
character. In the end, Herbert makes clear that
these calls are simply for the development of
the discipline to withstand the temptations of
(merely) short-term political windfalls and to
appreciate the long-term moral, psychological,
and economic importance, for each person, of
respect for all individual rights. Thus, on the
moral and psychological level, Herbert
rhetorically asks,

If you lose all respect for the rights of others, and
with it your own self-respect, if you lose your own
sense of right and fairness, if you lose your belief in
liberty; and with it the sense of your own worth and
true rank, if you lose your own will and self-
guidance and control over your own lives and ac-
tions, what can all the buying and trafficking, what
can all the gifts of politicians give you in return?1631

And on the tactical level, he adds, " . . . in the
end you will gain far more by clinging faithfully
to the methods of peace and respect for the
rights of others than by allowing yourselves to
use the force that always calls out force in rep-
ly . . . ".f64] The skepticism of Herbert's con-
temporaries about whether they would have to
live with such long-term consequences was, for
them, no virtue, and, for us, no favor.
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It is taken for granted by most economists and
political philosophers that John Locke was in
some sense a precursor of the labor theories of
value of the nineteenth century British Classical
School and of Karl Marx, yet there is a wide
divergence of opinion on how Locke's work an-
ticipated and influenced the work of later
political economists. In large part this dif-
ference of opinion stems from a disagreement
among historians of economic thought over
how to interpret Locke himself on the subject
of labor and economic value. The only point of
agreement is that, in his major political essay,
the Second Treatise of Government,1^ Locke
developed a theory of property which showed
some relationship between labor and economic
value. Historians of economic thought cannot
agree on the significance of this relationship or
on how Locke's ideas on labor and value are
related to his supply and demand theory of
market price in his economic writings. It has
been argued, for example, that Locke had the
beginnings of a theory of the exploitation of
labor, that he provided a labor theory of value
in the long run to supplement his supply and de-
mand theory of price in the short run, that he
presented the "metaphysical justification" for
the nineteenth century labor theory of value,
and that he had no labor theory of value at
all.[2]

What is characteristic of these and most
other evaluations of Locke's statements about
labor and economic value is that they are
generally brief mentions of this aspect of
Locke's thought in the context of larger works
on much broader topics. There has been no
detailed analysis to discover whether or not
Locke can be said to have had a labor theory of
value in any sense of the term. While in the
history of ideas, what a man actually said may

not always be as important as how he was later
interpreted, we must discover the former in
order to accurately understand and appreciate
the latter. Hence, in the following pages I will
attempt to supply the missing detailed analysis
of John Locke's "labor theory of value".

It is not surprising that there should be such a
variety of interpretations on the subject of
Locke and the labor theory of value. On the
one hand, Locke himself was ambiguous about
what he meant by both value and labor in the
Second Treatise (as we shall see below), and on
the other, there is no uniform agreement among
economists as to what constitutes a labor theory
of value and who, if anyone, ever espoused
such a theory.131 It seems appropriate, then, to
define how the term labor theory of value will
be used in this paper.

There are three possible meanings of a labor
theory of value that are relevant to Locke's
writings: a labor theory of value may identify
labor as the source of use-value or utility (the
reason people desire a good in the first place), it
may attempt to explain the determination of
relative prices (the exchange value of goods)
based on some measure of labor inputs, or it
may claim that labor provides the only
justifiable claim to receiving the exchange value
of the goods it produces. A labor theory of
value in the first sense states that the usefulness
of goods and services demanded and consumed
by individuals is created either exclusively or
principally by the labor that goes into produc-
ing them. Almost all economists would identify
labor as a contributor to the use-value of com-
modities, but the idea that labor is solely
responsible for this use-value is unusual and
probably only found in the writings of Karl
Marx.t4] While explanations of the ultimate
cause of value have concerned economists for
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two thousand years, when most economists
discuss a labor theory of value, it is as a theory in
the second sense. That is, a labor theory of
value most often means a theory about the rela-
tionship between the relative value of one com-
modity to another and the quantity of labor
which has gone into producing each of them.
Such a theory tries to establish an exclusive
relationship between the effort (or time) of the
laborer and relative price of the commodity he
produces. The most obvious (and perhaps only)
example of a pure labor theory of exchange
value is found in Adam Smith's beaver-deer
example in the Wealth of Nations,1*1 where in
the absence of scarce land and capital, the ex-
change rate of a beaver and deer is equal to the
inverse of the labor time which has gone into
hunting them. It is also possible to construct a
labor theory of value that admits capital as a
productive agent but still shows changes in
relative prices to be determined by changes in
labor as, some argue, did David Ricardo.161

The third sense in which a labor theory of
value is often understood is different from the
other two, being normative rather than
positive. A normative labor theory of value
might hold, for example, that two goods which
take the same amount of labor to produce
should exchange for each other, and any pat-
tern of prices that deviates from this norm is
unjust. Or, it might instead attempt to define
the just reward for the services of the labor that
goes into producing a product, where the just
reward depends upon the price at which the
product is sold. While the ethical questions of
the just price and the just wage are not unique
to labor theories of value, these ethical ques-
tions have been closely associated with Locke
and the labor theory of value in both the
economics and political philosophy literature.
Indeed, it is this normative form that most non-
economists mean when they speak of a labor
theory of value at all, and it was in this nor-
mative sense that the Ricardian socialists171 and
Karl Marx read Locke.[8] Hence, although it is
not strictly a question of economic theory, the
ethical implications of Locke's ideas on labor
and value will be a major concern of this paper.

The following pages will attempt to show (a)
that Locke did identify labor as the primary

source of use-value, (b) that he did not connect
the determination of price in either the long run
or the short run with the labor used to produce
a product, and (c) while he did hold a labor
theory of value in an ethical sense, his defini-
tion of labor was such that the ethical conclu-
sions he arrived at were generally favorable to
capitalism as he knew it and to the private pro-
perty system upon which that capitalism was
based.

LOCKE'S LABOR THEORY OF PROPERTY
All discussions of Locke's "labor theory of

value" ultimately refer to the theory of property
he develops in Chapter V of the Second
Treatise. It is there that Locke presents his
famous justification for private ownership of
goods and land on the basis of the effort or
labor which individuals expend to produce
goods or to cause the land to produce goods of
value to human beings. The structure of
Locke's defense of private property is un-
doubtedly familiar to most readers. In the state
of nature before governments had come into
existence, men all had common access to the
earth and the fruits thereof which God had pro-
vided for their use. However, although God
had given all men an equal right to use the
earth's resources, in order to survive, individual
men had to appropriate some of these resources
to feed, clothe and shelter themselves, [p. 304]
It was Locke's problem, and the problem of
seventeenth century political philosophers in
general, to explain how these appropriated
resources became legitimate private property
which excluded other men from having any
claim upon them. Grotius and Pufendorf had
both argued that private property was establish-
ed in the state of nature by the consent of all
mankind who once shared in the original com-
munistic ownership of these resources.191 Such
a theory of property implied, however, that
since property only existed at the consent of
society, this consent could be withdrawn or
modified by the society which sanctioned it
originally, a conclusion which Locke sought to
avoid. Instead, he argued that private property
was established in the state of nature not by the
consent of mankind, but by natural law.
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Natural law dictated that all men had common
access to God's earthly resources, and that each
man had a natural right to self ownership
which, when coupled with his right and duty to
survive, permitted him to create private proper-
ty where none previously existed:

Though the Earth, and all inferior creatures be com-
mon to all men, yet every man has a property in his
own person. This no body has any right to but
himself. The labor of his body, and the work of his
hands, we may say, are properly his. Whatsoever
then he removes out of the state that nature hath
provided, and left it in, he hath mixed his labor with,
and joyned to it something that is his own, and
thereby makes it his property. It being by him
removed from the common state nature placed it in,
it hath by his labor something annexed to it, that ex-
cludes the common right of other men. For this
labor being the unquestionable property of the
laborer, no man but he can have a right to what that
is once joyned to, at least where there is enough, and
as good left in common for others, [pp. 305 - 306]

Although the above passage seems to imply
that private property is justified through hard
work (this is the usual connotation of the word
"labor"), Locke makes clear that he means
"labor" to include any act of appropriation of
natural resources, from the simple act of ben-
ding over and picking up acorns which have
fallen to the ground, to the launching of a com-
plicated process of production which involves
owning the land itself, [pp. 308 - 309] Anytime
any human effort, no matter how trivial, is ex-
pended in purposeful action, it is defined as
labor. While this very general definition of
labor was necessary to justify all types of ac-
quisition of unowned resources in the state of
nature, it had important implications for
Locke's view of economic value.

LABOR AS THE SOURCE OF VALUE
Those who have interpreted Locke's labor

theory of property as implying some kind of
labor theory of value usually support their in-
terpretation by citing Locke's many statements
about the relative unimportance of land com-
pared to labor in the production of valuable
goods. Locke's basic premise is that nature by
itself provides very little that is of value to
mankind unless it is combined with labor:

For ' tis labor indeed that puts the difference of value
on every thing; and let anyone consider, what the
difference is between an acre of land planted with

tobacco, or sugar, sown with wheat or barley; and
an acre of the same land lying in common without
any husbandry upon it, and he will find, that the im-
provement of labor makes the far greater part of the
value, [p. 314]

Locke repeats this theme of "unassisted
nature" providing very little that is valuable
again and again, as when he says, "For
whatever bread is more worth than acorns,
wine than water, and cloth or silk than leaves,
skins or moss, that is wholly owing to labor and
industry", and he concludes that "labor makes
the far greatest part of the value of things we
enjoy in this world", [p. 315]

The question now arising is the nature of the
value which labor creates. Although there is
some ambiguity in his usage, when Locke
speaks of value created by labor, he usually
means some kind of objective utility, an "in-
trinsick value, which depends only on
[something's] usefulness to the life of man",
[p. 312] He also refers to this kind of value as
the "real use and necessary support of life", [p.
318] It is objective in the sense that there is im-
plied a common standard of usefulness for all
people, so that, for example, bread is objec-
tively more valuable than acorns, and cloth than
silk, because they provide for more of the
"conveniences of life", [p. 317] It is this kind
of value Locke has in mind when he
characterizes gold and silver as being "little
useful to the life of man", [p. 319] and rails
against the desire men have for more than they
need. [p. 312] Labor is primarily responsible
for creating products which are more useful in
this sense, and hence labor creates "most of the
value" of things we enjoy in this world. Land,
the common pool of resources, on the other
hand, contributes almost nothing to value when
compared to labor since land, by itself, can
satisfy few of man's needs. Indeed, Locke
pointedly refers to the Spanish practice of call-
ing fallow land "waste" to emphasize the
smallness of its contribution to value in his
eyes. [p. 311] Thus, although he does not claim
that land creates no value, the value it does
create is minimal when compared to labor.

Locke's insistence on the overwhelming im-
portance of labor compared to land in the pro-
duction of valuable goods might be somewhat
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puzzling in view of the common seventeenth
century view of land and labor as co-equal
sources of value. The puzzle evaporates,
however, when one considers the context in
which the discussion of land and labor takes
place. In fact, Locke minimized the role of land
in the creation of value because he was attemp-
ting to demonstrate conclusively to his readers
how "the property of labor should be able to
overbalance the community of land", [p. 314]
in an effort to make his theory of property
more acceptable to his audience. Thus, while he
argued that the right to own property apart
from the common was a result of natural law
which did not depend upon the consent of
mankind for its legitimacy, he also took pains
to point out the beneficial effects that flow
from the institution of private property. In ef-
fect, he argued that while private property is the
inevitable moral consequence of men laboring
to support themselves, in this case, "right and
conveniency went together", [p. 320] Without
the conscious application of labor to "worth-
less" natural resources, men would be living
as savages. This is obvious when one considers
that:

There cannot be a clearer demonstration of any
thing, than several nations of the Americans are of
this, who are rich in Land, and poor in all the com-
forts of life; whom nature having furnished as
liberally as any other people, with the materials of
plenty, i.e. fruitful soil, apt to produce in abun-
dance, what might serve for food, rayment, and
delight; yet for want of improving it by labour, have
not one hundreth part of the conveniences we enjoy;
and a king of a large and fruitful territory there
feeds, lodges, and is clad worse than a day laborer in
England, [pp. 314-315]

Thus, natural law guarantees one's right to pro-
perty, but in this case natural law is especially
easy to comply with since it coincides with the
self-interest of all mankind. Hence, when
Locke says that labor makes the greatest part of
the value of things we enjoy, his purpose is to
emphasize these utilitarian implications of
private property rather than to enunciate a
theory of economic value.

While it is not difficult to accept that one
should "own" the water one draws from a
stream or the wheat one grows on otherwise
fallow land, Locke perceived that it was more

difficult to justify owning the land itself,
although he claimed that the same principle of
ownership applies: "As much land as a man
tills, plants, improves, cultivates, and can use
the product of, so much is his property. He by
his labor does, as it were, inclose it from the
common", [p. 308] What makes ownership of
the land itself palatable, however, are the exter-
nal benefits accruing to mankind in general
even when land ownership is limited to a few.
In fact, Locke argues that "he that incloses
land and has a greater plenty of the conve-
niences of life from ten acres, than he could
have from an hundred left to nature, may truly
be said to give ninety acres to mankind", [p.
312][11] That is, when men choose to mix their
labor with the earth, they need less of the com-
mon stock to provide for their support than if
they merely lived off the products of
"unassisted nature", and there is then more
common stock left over to support others.
Thus, labor, the activity by which men acquire
private property, is also the activity which
makes the earth more supportive of human life,
and thus, property is beneficial to everyone, in-
cluding those who do not own land.

To recapitulate so far: it is obvious that
Locke believed that labor was the primary
source of use value. While land by itself was
responsible for a small part of the use value of
goods people consume, the products of land
alone could not be enjoyed by humans without
the application of labor, and once labor is pur-
posefully applied to land, there is a dramatic in-
crease in the usefulness of the products created.
In this limited sense, then, Locke did have a
labor theory of value.

LABOR AS A MEASURE OF VALUE
Identifying labor as the source of use value is

not the same thing as making it the measure of
exchange value (or price) although the two
ideas may be found in the work of one man.
Ricardo, for example, claimed that labor was
the source of value in all commodities that
could be increased in supply and then attemp-
ted to develop a theory of value in which the
quantity of labor necessary to produce a com-
modity explained its exchange value.[12] Smith,
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in contrast, did not identify labor as a source of
value, but he did claim that labor was "the real
measure of the exchangeable value of all com-
modities", and "the only measure by which we
can compare the values of different com-
modities at all times and at all places".1131 But
did Locke, who identified labor as the primary
source of use-value, also believe that labor
could in some way be used to measure and com-
pare the exchange value of goods? The problem
is implied in a passage we have already quoted
in part:

For whatever bread is more worth than acorns, wine
than water, and cloth or silk than leaves, skins or
moss, that is wholly owing to labor and industry.
The one of these being the food and rayment which
unassisted nature furnishes us with; the other provi-
sions which our industry and pains prepare for us,
which how much they exceed the other in value,
when anyone hath computed, he will then see, how
much labor makes the far greatest part of the value
of things we enjoy in this world, [p. 315]

But how does one go about computing these
values? Bread and wine may be more useful (or
desirable) than acorns and water, but how
much more valuable? In a world where creation
of valuable goods also results in the creation of
ownership rights, one would think it of vital im-
portance to Locke to be able to measure how
much value labor creates. How then does Locke
propose to compare the value of goods produc-
ed by labor?

Evidence that Locke at least considered the
problem of comparing the value of goods pro-
duced with differing amounts of labor is found
in the following passage:

An acre of land that bears here twenty bushels of
wheat, and another in America, which, with the
same husbandry, would do the like, are, without
doubt, of the same natural, intrinsick value. But yet
the benefit mankind receives from the one, in a year,
is worth 51, and from the other possibly not worth a
penny, if all the profit an Indian received from it
were to be valued, and sold here; at least, I may truly
say, not 1/1000. Tis labor then which puts the
greatest part of the value upon land, without which
it would scarcely be worth anything, [p. 316]

There are several interesting inferences that can
be made from this passage about Locke's ideas
on labor and economic value. Perhaps the most
striking has to do with the way he contrasts the
"intrinsick" value of land with the "benefit
mankind receives" from it. As we have already
noted, earlier in the Second Treatise, the intrin-

sic value of goods had been defined, in accor-
dance with common usage, as depending
" . . . only on their usefulness to the life of
man . . . ". [p. 312] This definition was also
used in Locke's economic writings, with the
further implication that the intrinsic value of
something could (and often was) different from
its market value. In the above passage,
however, the intrinsic value of a thing seems to
be only a potential it has to benefit mankind,
while the actual measure of that benefit is the
market price of the thing in question. Ap-
parently, Locke is saying that if all the output
from an Indian's land in America were sold at
current market prices in England, the Indian
would receive only 1/1000 of the income an
Englishman would receive from the output of a
comparable piece of land in England. For the
Englishman had labored to make his land pro-
ductive while the Indian did little more than
gather the bounty of nature. If this interpreta-
tion is correct, then what Locke believes is that
while labor creates the "greatest part of the
value of things we enjoy in this world", the
measure of that value is not the amount of
labor which goes into producing it, but the
market price at which it can be sold.1141 The im-
plication is clear: men labor to produce goods
which men will value (and are willing to pay
for); goods are not valuable simply because
labor has gone into producing them. Therefore,
from this passage at least, there is no reason to
suspect that Locke believed there to be any
causative connection between the amount of
labor used to produce a good and its market
price.

What makes this interpretation of Locke's
view of labor and value so appealing is not only
its internal consistency, but also the fact that it
is consistent with the value theory he presents in
his economic writings. It has been suggested by
some writers that Locke presents two inconsis-
tent value theories in his political and his
economic writings, but close examination of
both works suggests that the theory of
economic value he developed in his economic
writings also informed his discussions of value
in his political essay.

Locke's major economic essay, "Some Con-
siderations of the Consequences of Lowering
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the Interest Rate and Raising the Value of
Money",1151 was published in 1692 to oppose a
bill before Parliament to lower the legal rate of
interest from 6°7o to 4%. In order to support his
contention that interest is a price, and that in
general prices can not be dictated by law, Locke
found it necessary to explain how prices were in
fact determined in the marketplace. As a
result, his essay deals more with the subject of
market value and money than it does with the
subject stated in the title, and we find Locke
stating very clearly what he believes to be the
relationship between intrinsic value and market
price. He says, in a concise summary of his
theory of value:

1. That the intrinsick natural worth of anything,
consists in its fitness to supply the necessities or serve
the conveniences of human life; and the more
necessary it is to our being, or the more it con-
tributes to our well-being the greater is its worth; but
yet,

2. That there is no such intrinsick natural settled
value in anything, as to make any assigned quantity
of it constantly worth any assigned quantity of
another.

3. The marketable value of any assigned quan-
tities of two or more commodities are pro hie and
nunc, equal, when they will exchange one for
another . . .

4. The change of this marketable value of any
commodity in respect of another commodity or in
respect of a standing common measure, is not the
altering of any intrinsick value or quality in the com-
modity . . . but the alteration of some proportion,
which the commodity bears to something else.

5. This proportion in all commodities . . . is the
proportion of their quantity to their vent. [pp.
66-67]

What we see in this passage is Locke grapp-
ling with a problem which had troubled
economic thinkers at least from the time of
Aristotle, who first formulated the question:
what is the relationship between a good's
usefulness and its exchange value? Locke grants
(as he also did in the Second Treatise) that
goods have an "intrinsick natural worth"
which depends upon their objective usefulness
in supporting human life, yet he does not
believe that this usefulness determines the price
at which specific quantities of goods exchange.
Locke perceives that there is a difference bet-
ween stating, for example, that water is more
useful than wheat in the abstract, and saying
that one gallon of water is "worth" two bushels
of wheat. He says that there is no "natural set-

tled value in anything, as to make any assigned
quantity of it constantly worth any assigned
quantity of another", but the logical question
to ask is why not? Why doesn't a gallon of
water always exchange for two bushels of wheat
if they are both useful and if their capability to
support human life doesn't change? Two cen-
turies later, economists would finally be able to
answer this question satisfactorily by
distinguishing total from marginal utility.
Locke only approached the correct answer by
recognizing that the exchange values of goods
depend not only on their usefulness in general,
but also on the quantities which are available,
quantities which are subject to change.1161 Fur-
thermore, the usefulness of something does
help to determine its price, but only insofar as it
affects the vent (or demand) for the product.
"The vent of anything depends upon its
necessity or usefulness, as convenience, or opi-
nion guided by fancy or fashion shall deter-
mine", [p. 46] but notice here that a thing's
usefulness is not invariable but is determined by
the subjective evaluation of the individuals con-
suming the good. In addition, usefulness only
guarantees that people want a good, not that
they will be willing to pay a price for it:

What more useful or necessary things are there to
the being or well-being of men, than air and water
and yet these have generally no price at all, nor yield
any money: because their quantity is immensely
greater than their vent in most places of the world.
But as soon as ever water (for air still offers itself
everywhere, without restraint or inclosure, and
therefore is nowhere of any price) comes anywhere
to be reduced into any proportion to its consump-
tion, it begins presently to have a price, and is
sometimes sold dearer than wine. Hence it is, that
the best, and most useful things are commonly the
cheapest; because, though their consumption be
great, yet the Bounty of Providence has made their
production large, and suitable to it. [pp. 63-64]

Given that the quantity of a good is sufficiently
limited that people will pay some price for it,
the price they will pay depends upon the quanti-
ty of the good proportional to its vent, or, as
this is commonly interpreted, on the supply and
demand for the good. The price, furthermore,
increases as its quantity is reduced and
decreases as its quantity increases.1171 It is
tempting to argue that Locke was saying that
the greater the quantity of any good available,
the less important the use which the additional
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unit will serve and therefore the lower the price
people will pay for it, but imputing such a
sophisticated understanding of diminishing
marginal utility to Locke would be misplaced.
Instead, Locke sidestepped the question of why
the greater the quantity, the lower the market
price, and just asserted that this is in fact the
case. The market operates according to supply
and demand: why this is so was not a question
which Locke was directly interested in answer-
ing.1181

While it appears so far that Locke believed
that the "benefit" mankind received from
something, or its value, was measured by its
market price and that the market price was
determined by supply and demand, we still
must question whether he also believed market
price to be somehow influenced by the labor
which goes into producing valuable com-
modities. (Recall that one interpretation of
Locke is that he believed the labor used in pro-
duction of a good measures its long run
value.)1191

There are only two indications that Locke
might have considered labor in some way to be
related to the selling price of a product, and
both are in the Second Treatise. The first is
several statements that labor is responsible for
9/10, 99/100, or 999/10001201 of the value of
the goods it produces. Did Locke have some ac-
tual numerical relationship between the con-
tributions of labor and land and the price of the
product in mind, or was he just resorting to
hyperbole to emphasize the importance of labor
to the creation of value? While the latter seems
the more likely explanation considering the
contexts of the statements, the idea of a rela-
tionship between labor and price cannot be
airily dismissed. It is undoubtedly true that when
he claims the value of things useful to the life of
man is 99/100 due to labor, he means that when
men expend productive effort, they produce
things which people value more highly than the
things offered by nature alone. Yet Locke has
defined labor to be merely picking up acorns
from the ground or drawing water from a
stream, [p. 306] This means that no consumed
goods can be the products of nature alone
without any labor being expended. Is he not
then implicitly saying that goods requiring

more labor to produce command a higher
market price than goods which require little
labor? On the other hand, this is not at all the
same thing as asserting a predictable relation-
ship between the quantity of labor (or land) re-
quired to produce a good and its market price.
It appears that all Locke intended to say with
his numerical examples was that the greater the
amount of labor mixed with land, in general,
the more useful the resulting goods produced;
the more useful the goods produced, the greater
their vent (or demand) and the higher their
price.1211 Thus, labor does bear some relation-
ship to price but only by creating utility
reflected in demand for the goods it creates.

The second indication that Locke may have
believed that labor could be used as a measure
of value is in the penultimate paragraph of
Chapter V where he is discussing the effect of
the use of money on the distribution of proper-
ty in society. This instance is to be taken more
seriously than the previous one, for here Locke
actually uses the term measure in connection
with labor and value. In this disputed passage,
Locke is arguing that the use of money allows
wealth to be unequally distributed, but since
men have agreed among themselves to use
money, there is nothing inherently immoral in
this result. He says:

But since gold and silver, being little useful to the life
of man in proportion to food, rayment, and car-
riage, has its value only from the consent of men,
whereof labor yet makes, in great part, the measure,
it is plain that men have agreed to disproportionate
and unequal possession of the earth, they having by
a tacit, and voluntary consent found out a way, how
a man may fairly possess more land than he himself
can use the product of, by receiving in exchange for
the overplus, gold and silver, which may be hoarded
up without injury to anyone, these metals not spoil-
ing or decaying in the hands of the possessor, [p.
319]

This is the only place in his writings where
Locke refers to labor as the measure[22] (italics
his) of value, and what he means by this is by
no means clear. One is not sure if he means to
say that labor is in great part the measure of the
consent of men to use gold and silver, or if
labor is in great part the measure of the value of
the gold and silver men use. If the first reading
is correct, he is saying no more than that the
degree to which men consent to value gold and
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silver is the degree to which they have labored
to acquire property. Since Locke believed that
one of the main reasons for forming civil
governments was to protect the unequally
distributed property resulting from the use of
gold and silver as money, it is not unreasonable
to assume that he believed men would consent
to the valuing of these otherwise worthless
metals in proportion to the degree to which they
had labored to acquire property. This is a
somewhat eccentric interpretation, however.
The more common one is the second, that
Locke held labor to be the measure of the value
of gold and silver and not the measure of men's
consent to value the metals. Yet in "Some Con-
siderations", Locke has said that the value of
money depends upon the goods that it can
buy,[231 which leads us to believe that if labor
measures the value of money, it must also
measure the value of the things money can buy.
If this is true, then he must have thought there
was some relationship between labor and the
market price of commodities. The problem
with this interpretation is that there is no cor-
roboration for it anywhere in the rest of his
writings, and there is no way to determine what
Locke thought this relationship might be. There
is no way to know for certain what Locke
meant by this strange passage, but even if we
assume that the second interpretation with all
of its tortuous reasoning is the correct one, it is
obvious that there is not enough evidence in this
one dependent clause to support the view that
Locke had an analytic labor theory of value,
even in the long run.[24]

A NORMATIVE INTERPRETATION
OF LOCKE'S LABOR THEORY OF

VALUE

We have identified a third way — an ethical
sense — in which a labor theory of value can be
interpreted. In fact, there are two kinds of
ethical arguments on labor and value: the first
is fundamentally a theory of the "just" price
while the second is a theory of the "just" wage.
The former holds that the real value of
something is what it costs in terms of human ef-
forts to produce, and therefore the prices of
goods should equal these real costs. This ob-

viously is not what Locke believed, given his in-
sistence on quantity and vent as the only deter-
minants of market price (the only kind of price
he discussed), and given his view that the value
of labor depends upon the market value of the
goods it produces and not the other way
around. We have already argued that tjiere is
no indication that Locke believed that prices
should in any way reflect labor-time in either an
analytic or ethical sense. The second possible
ethical implication of a labor theory of value,
however, may very well be applicable to
Locke's thought. This is the argument that
since labor creates the value of the output it
produces, the laborer is entitled to receive the
full value of the output as his just reward.

Locke's theory of property is highly
amenable to this kind of argument. So much
so, in fact, that he has frequently been criticized
by political philosophers and economists alike
for not perceiving fully the implications of his
theory of property for wage labor.[25] Locke
argues that the act of creating property is
responsible for creating economic value. Man
mixes his body with God's resources to produce
something new and uniquely his own. Does not
this man have a right to everything he creates?
The whole purpose of the Second Treatise,
presumably, is to answer "yes" to this ques-
tion, yet once production moves beyond the
simple form of one man subduing nature to his
will, it has appeared to some Locke scholars
that he ignores the property rights of some men
in favor of others. The problem arises when
many people cooperate to produce a valuable
good. In a production process that involves
more than one laborer, who owns the final pro-
duct and how is that ownership determined? It
is evident that Locke expects his theory of pro-
perty to apply to such situations, since he uses
the fact of many laborers cooperating in the
production of goods to illustrate the productivi-
ty of labor and the public benefits of property
ownership. He tells us:

For 'tis not barely the plough-man's pains, the
reaper's and thresher's toil, and the baker's sweat, is
to be counted into the bread we eat; the labor of
those who broke the oxen, who digged and wrought
the iron and stones, who felled and framed the
timber imployed about the plough, mill, oven, or
any other utensils, which are vast number, requisite
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to this corn, from being seed to be sown to its being
made bread, must all be charged on the account of
labor, and received as an effect of that: nature and
the Earth furnished only the almost worthless
materials, as in themselves, [p. 316]t26>

Yet, how does the labor theory of property app-
ly in a society where production takes place
through a division of labor? One might con-
ceive of an organizing principle where at each
stage of production, the individual producer
sells his output for a price to the individual who
is engaged in the next stage of production. Yet
in at least some of these stages, more than one
person must work to produce the good, and at
least sometimes, there would be an employer
and an employee. Who, then, creates value and
owns the product created?

While Locke does not discuss ownership
rights under the division of labor specifically,
there are several indications that the problem
would not have troubled him. In fact, we can
infer that he would argue that in any produc-
tion process, the owner of the output produced
is the employer who directed the production.
He states precisely this when he describes how
men establish property in what was originally
part of the common stock by referring to the
medieval commons:

We see in Commons, which remain so by compact,
that 'tis taking any part of what is common, and
removing it out of the state nature leaves it in, which
begins the property; without which the common is of
no use. And the taking of this or that part, does not
depend on the express consent of all the Com-
moners. Thus the grass my horse has bit; the turfs
my servant has cut [italics mine] and the ore I have
dug in any place where I have a right to them in com-
mon with others, becomes my property. . . . [p. 307]

In so far as servants can be taken to represent
wage labor, Locke is saying that the fact that a
laborer worked to produce a product does not
lead automatically to the establishment of that
product as the property of the laborer.

This passage has generated a good bit of
comment in the literature on Locke's political
philosophy as being evidence of Locke's view
that wage labor was somehow inferior to
employer labor. Pascal Larkin, for example,
has complained that in the above passage Locke
has put a human being on the same functional
level as a man's horse and implies that the
employer can therefore extract as much work

for as little pay as he can get away with. In ef-
fect, Larkin argues, Locke gives wage labor no
property rights at all.[27] This is only partly
true. Locke does put wage labor on the same
functional level as a horse insofar as they are
both factors of production (much the same as a
modern economist would treat capital and
labor as substitutable inputs), yet it is unfair to
say that he neglects the property rights of wage
labor. In another context later in the Second
Treatise he discusses the limits of the power of
an employer over the behavior of his employee
when he explains:

For a Free-man makes himself a servant to another,
by selling him for a certain time, the service he
undertakes to do, in exchange for wages he is to
receive: and though this commonly puts him into the
family of his Master, and under the ordinary
discipline thereof; yet it gives the master but a tem-
porary power over him, and no greater than what is
contained in the contract between 'em. [p. 340]

Obviously, Locke sees the relationship between
a laborer (or servant) and his employer as a
contractual arrangement where the laborer is
able to negotiate with the employer for a wage
which represents his entire claim to the property
created by his work. Although it is labor that
creates property, labor refers to all effort, in-
cluding the effort of those who in the past pro-
duced the capital goods used by laborers in the
present and the effort of the one who directs the
labor of others: each receives part of the value
he creates, with the wage earner receiving a
guaranteed wage rather than an unspecified
portion of the market value of the product.
Needless to say, this in no way implies consis-
tent exploitation of wage labor at the hands of
employers.

Locke's attitude toward the property rights
of wage laborers would be more satisfying if he
had addressed himself directly to the problem
of wage rate determination in his economic
writings. If it could be shown that Locke believ-
ed that wages depended upon something other
than a two party contract between employer
and employee, it would be easier to claim that
Locke did not believe that wage earners were in
danger of being "exploited" by employers. In
the absence of a theory of wage determination,
Locke is still open to Larkin's criticism that
employers are entitled to pay employees as little



320 KAREN I. VAUGHN

as they can get away with as long as the
employee agrees to the wage rate. Of course,
even if this is what Locke meant, it is upsetting
to one's sense of justice only if one believes
employees to be weak and inefficient
bargainers relative to employers. It might just
as correctly be argued that Locke's theory of
property entitles wage earners to extract as high
a wage as they can get away with, no matter
what the consequences to the employer, yet
sympathies so generally run toward the wage
earner that this argument seems never to have
occurred to anyone. For some reason, it is
usually assumed that wage earners will almost
always get the worst of any deal made with
wage-payers, yet Locke himself did not make
this assumption. There is some evidence that
Locke actually believed wage contracts were
constrained by a market rate which sometimes
favored the employer and sometimes favored
the employee.

There is no direct treatment of wages in
"Some Considerations", but on three separate
occasions Locke asserts that laborers live
"from hand to mouth" or that they generally
earn little more than a subsistence income.I28]

This is no "iron law of wages", however, since
he gives no analytic reason why this should be
so. Instead, he just accepts this typically mer-
cantilist idea. Furthermore, the fact that wage
earners earn little is not presented as the fault of
their employers: wage earners, in Locke's essay
are usually farm workers just barely worse off
than their tenant farmer employers, who suffer
from the vagaries of the marketplace and from
the hardship caused by "brokers" or mid-
dlemen, a group whose usefulness Locke did
not recognize.1291 In addition, Locke describes
at least one circumstance where farm workers
in times of scarce labor could negotiate for
ruinously high wages, thereby also injuring the
suffering farmer.[30] Wage earners of various
kinds were portrayed as moving in response to
higher wages,[31] a fact that to Locke argued
for the necessity of keeping England's money
supply, and therefore wage rates, equal to other
European countries to avoid suffering an
emigration of English laborers. Thus, while
there is no specific discussion of the determina-
tion of a market wage rate, wages are referred

to as if they are market prices, just as interest
and rents are analyzed as prices in Locke's
economics. And while it is still technically true
that both employer and employee are able
legitimately to negotiate for as much of the pro-
perty as they created by their joint labor, they
are both constrained by a market wage. The
crucial point, however, is that Locke described
no just reward, either wage, rent, interest, or
profit, which differed from that determined by
the market.1321

MARX ON LOCKE

Although Locke certainly did not envision
any consistent exploitation of poor wage
earners by malevolent wage payers, Karl Marx
nevertheless saw in Locke the beginnings of a
theory of surplus value. To Marx, one didn't
have to postulate the existence of evil employers
in order for labor to be exploited; exploitation
was inherent in the system which permitted un-
equal property ownership. For Marx, then, the
relevant question was not whether employers
are fair in their dealings with employees, but
rather why the employer - employee relation-
ship emerges in the first place. And to him, the
fact that such relationship exists implies
"capitalist expropriation" of what rightfully
belongs to labor.

According to Marx, the source of exploita-
tion in Locke's system is the unequal distribu-
tion of wealth that arose in the state of nature
and was perpetuated in civil society.1331 In the
Second Treatise, we recall, Locke argued that
all people had an equal right to mix their labor
with common, unowned resources to create
private property in the state of nature, both in
consumable goods and in the land itself. The
right to own private property was unlimited so
long as two conditions held: that no one took
more than he could use without allowing any of
his property to spoil or go to waste, and that
there were enough common resources of com-
parable quality remaining for anyone who
wanted to create his own property.1341 The first
condition guaranteed that the second would ob-
tain in the early stages of the state of nature.
Even under these conditions of equal oppor-
tunity, however, Locke believed that some peo-
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pie would be more "industrious and rational"
[p. 309] and would create more property for
themselves than others. However, as long as
everyone took only what he could use before it
spoiled, the diversity in property ownership
would be small. That is, until money comes into
use. [pp. 310-311]

The introduction of money plays a pivotal
role in Locke's state of nature in that it marks a
transition period leading inevitably to a more
complex economy and to the creation of civil
government. Locke describes the origin of
money as an "agreement among men to place
an imaginary value on an otherwise worthless
substance [precious metals]", [p. 318] Marx
called the results of this agreement a "political
invention" contradicting the law of nature on
which private property was founded (Theories
of Surplus Value, p. 365). Although Locke's
use of the term "agreement" seems to imply a
consciously formulated contract (and if so, it
might possibly be a means by which men at-
tempt to subvert natural law), Locke actually
describes money as the result of an evolutionary
process conforming exactly with natural law:

He that gathered a Hundred bushels of acorns or ap-
ples, had thereby a property in them; they were his
goods as soon as gathered. He was only to look that
he used them before they spoiled; else he took more
than his share, and robbed others. And indeed it was
a foolish thing, as well as dishonest, to hoard up
more than he could make use of. If he gave away a
part to any body else, so that it perished not uselessly
in his possession, these he also made use of. And if
he also bartered away plums that would have rotted
in a week, for nuts that would last good for his
eating a whole year, he did no injury; he wasted not
the common stock; destroyed no part of the portion
of goods that belonged to others, so long as nothing
perished uselessly in his hands. Again, if he would
give his nuts for a piece of metal, pleased with its
color; or exchange his sheep for shell, or wool for a
sparkling pebble or a diamond, and keep those by
him all his life, he invaded not the right of others, he
might heap up as much of these durable things he
pleased; the exceeding of the bounds of his just pro-
perty not lying in the largeness of his possession, but
the perishing of anything uselessly in it.

And thus came in the use of money, some lasting
thing that men might keep without spoiling, and that
by mutual consent men would take in exchange for
the truly useful, but perishable supports of life. [pp.
318-319]

While there is an element of agreement in the
origin of money, its evolution can hardly be
called a political invention. It is more in the

nature of a convention depending upon social
acceptance for its existence and continuance,
but which arises out of an undesigned social
process.1351 Marx was correct, however, in
believing that the use of money implies pro-
found consequences for society. With the ad-
vent of an acceptable money-commodity, it
becomes possible for the more industrious to
increase their wealth relative to the less in-
dustrious without running up against the
spoilage limitation to property ownership. As a
result, the demand for common resources in-
creases and resources finally become "scarce
and of some value", [p. 317] Eventually, there
is less and less of the common stock left for
newcomers to mix their labor with, and
disputes between property owners and non-
owners become more frequent. It is at this point
that men decide to enter into a contract to form
civil government to protect and regulate their
property. Hence money enables the inequality
of wealth to perpetuate and increase in size, and
government provides a means by which proper-
ty owners protect themselves against the "quar-
relsome and contentious" [p. 308] who would
otherwise put the enjoyment of legitimate pro-
perty in jeopardy.1361

While the political consequences of the in-
troduction of money are significant (and have
been too sketchily treated here), the economic
consequences of the resultant inequality of
wealth and exhaustion of the common stock are
also important (and more to the point of this
paper). The most important economic conse-
quence is that after the exhaustion of the com-
mon stock, those who want to earn a living but
are not lucky enough to be born into a family
with property, will have to find some way of
mixing their labor with the resources (land
and/or capital) owned by others to create their
own property. They can do this either by
becoming wage earners, as we have already
noted, or by in essence acting as entrepreneurs
and borrowing land and capital to finance their
own enterprises. In this case, they would then
have to pay the owners a fee (rent and/or in-
terest) for the use of the property. Marx claim-
ed that interest and rent were evidence of
surplus value created by the worker and ex-
propriated by the property owner and hence
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illustrated the exploitation of the non-
propertied class by the propertied (Theories of
Surplus Value, p. 365). Locke, however, saw
the matter differently. To Locke, interest and
rents were market means of allocating resources
from the less enterprising to the more enter-
prising. While both payments had their origin
in unequal property ownership, they perform a
function which operates to the mutual benefit
of owners and borrowers, and to the benefit of
society in general by increasing its productive
output. Locke argues:

That he that has skill in traffick, but has not money
enough to exercise it, has not only reason to borrow
money to drive his trade, and get a livelihood; but as
much reason to pay use for that money; as he, who
having skill in husbandry but no land of his own to
employ it in, has not only reason to rent land but to
pay money for the use of it . . .

Borrowing money upon use is not only by the
necessity of affairs, and the constitution of human
society, unavoidable to some men, but that also to
receive profit for the loans of money, is as equitable
and lawful, as receiving rent for land . . . ["Some
Considerations", p. 57.]

While it appears that Locke saw nothing in-
equitable in the paying of interest and rent, one
wonders if perhaps, in view of Locke's labor
theory of property, Marx didn't have a point in
his reading of Locke. That is, if labor is indeed
the major source of value as Locke argues in
the Second Treatise, how can he conclude that
rents and interest are legitimate in his economic
writings, since they "by compact transfer that
profit that was the reward of one man's labor
into another man's pocket"? ("Some Con-
siderations", p. 55.) Does one rule of value
creation and ownership apply in the state of
nature and another in a politically and
economically complex society? One could
argue, as Locke did, that the unequal distribu-
tion of property which gives rise to interest and
rent developed naturally and justly in the state
of nature and became institutionalized as part
of the social contract, but then what has hap-
pened to the labor theory of property? One is
left to infer (the preceding quotation not-
withstanding) that the same rules which apply
to wage labor also apply to interest and rent
payments. That is, they are contractual ar-
rangements that permit non-property owners to
enjoy the benefits of the property of others in

return for a specified payment. This does not
mean, however, that labor plays no role in the
creation of the property that forms the payment
to the "capitalist" or landowner. If we recall
Locke's broad definition of labor, we
remember that it includes not only direct labor,
but all purposeful acts leading to the creation of
goods useful to human life (and therefore
desirable), and these include the activities of
those who clear the land, who produce in-
termediate goods for sale, and who direct the
productive activities of others. Hence interest,
rents (and profits) are not deductions from the
value created by direct labor, as Marx would
argue (and as Smith on occasion argued), but
component costs of production which represent
payments to all those who have contributed at
some time to the value of output.[37]

SUMMARY

In summary, the following can be concluded
about Locke and the labor theory of value.
While Locke did believe that labor was the ma-
jor creator of economic value, the relative value
or price of a thing was dependent upon its
usefulness and scarcity and not the amount of
labor it contained. Locke would have agreed
completely with Archbishop Whately's famous
dictum: "It is not that pearls fetch a high price
because men have dived for them; but on the
contrary, men dive for them because they fetch
a high price."[38] However, he would also have
argued that diving made the pearls more useful
to the life of men because it made them more
readily available. Pearls on land are more
useful and hence more valuable than pearls in
the bottom on the ocean. The measure of the
usefulness of a thing was the price it would sell
for in the competitive market place. There is no
indication that Locke believed there would be
any relationship between the market price of
something and the amount of labor that went
into its production, either in the long run or the
short run (concepts that were foreign to
Locke's thought). As for the ethical arguments
that labor should receive as its reward the value
of the output it created, this was in fact the sub-
ject of all of Chapter V in the Second Treatise.
Since individuals mixed their bodies in the form
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of their labor with free resources, they created
something new which was indisputably their
property. This did not imply that wage labor
created the whole value of the property,
however, nor did it imply that there should be
any specific relationship between the value pro-
duced and the reward to wage labor. Locke in-
stead defined property-creating labor to be the
labor of the person directing the value-creating
endeavor, one might almost say the en-
trepreneur, rather than the labor of all who
happened to work at some project. Wage labor
was considered to be a contractual arrangement
where the wage earner settled in advance the
reward he was entitled to receive for his efforts,
in exchange for giving up any property rights in
the final product. The amount of the wage he
received was most likely determined by the
market as were all other prices in Locke's
economic thought. Similarly, interest and rent,
both payments originating in unequal distribu-
tion of property ownership, were treated as
market determined rewards for past labor
which served the purpose of allocating property
to the most industrious user in a complex
economy characterized by scarcity of resources.
Needless to say, there was no theory of ex-
ploitation either stated or implied in Locke's
writing on labor and value, If anything,
Locke's labor theory of property implied an
optimistic view of the possibilities open to all
"industrious and rational" people in the
emerging capitalist economy of the seventeenth
century.

In a flash of tantalizing insight (which, un-
fortunately, he never elaborated upon), Marx
epitomized Locke's philosophy as "the expres-
sion of the bourgeois concept of right as against
feudal privilege'', and claimed that it served as
the "basis for all the ideas of the whole of
subsequent English political economy". That
short description can serve as a concluding
statement here. In feudal society, one's status,
privileges and, to a great degree, one's wealth
were determined by a network of interlocking
feudal obligations, ultimately tied to land
tenure. But it was Locke's intent to present a
theory of property which transcended the
feudal limitations of wealth and station by
means of the concept of property in one's own

person. The concept of self-ownership is clearly
not only a cornerstone of individualism and
personal freedom, but also an invitation to
social and economic mobility.

Commercial economy thrives on the transfer
of resources to those who can make them most
profitable. It was just this kind of resource
mobility that Locke's labor theory of property
and his theory of market value justified. In his
system, one earned property through one's own
efforts, but the value of that property was
determined by the market. While land owner-
ship could be an important source of wealth,
land belonged by right not to a noble family but
to the highest bidder, and ownership of capital
could rival land as a source of personal wealth
(and status). Furthermore, in a society
characterized by resource scarcity, self-
ownership implies that everyone has some basic
property endowment, some stock of human
capital, which provides him with a source of in-
come. With this basic human capital, then, one
doesn't need a pool of common resources or the
benefits of gentle birth in order to acquire real
property and wealth: one can do so through
one's own efforts and the borrowed property of
others who may not have as great a share of
vision or ambition. Hence, in a commercial ex-
change economy based on Lockean property
rights, resources are allocated through a system
of merit rather than family, and can flow to
those who are most able to use them for their
own (and society's) benefit.

Where Marx saw self-ownership in terms of
exploitation of workers forced to "alienate"
their labor by selling it as a commodity on the
market, Locke saw freedom, social mobility
and improved economic opportunities for all,
but especially for the talented and industrious.
It was in this way, perhaps, that Locke, albeit
imperfectly and incompletely, provided a
philosophical justification for the economic
liberalism of Smith and the British classical
school more than a century later.

NOTES
1. John Locke, Locke's Two Treatises of Civil Govern-

ment, Peter Laslett ed., (2nd ed. Cambridge: Cam-
bridge University Press, 1967), pp. 283-446.
Hereafter referred to as Second Treatise.
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2. Both Karl Marx, Theories of Surplus Value (Moscow;
Progress Publishers, 1963), pp. 365-367, and Eugen
von Bdhm-Bawerk, Capital and Interest, (South
Holland, Illinois: Libertarian Press, 1959), I, 28-29
and 242, interpreted Locke's labor theory of property
in combination with his theories of interest and rent as
implying exploitation of labor. Hannah Robie Sewall,
The Theory of Value Before Adam Smith (American
Economic Association Publications, Series 3, No. 2
1901), p. 76; Othmar Spann, The History of
Economics (New York: Norton and Co., 1930), p. 106,
and more recently Douglas Vickers, Studies in the
Theory of Money 1690-1776 (Philadelphia: Chilton
Co., 1959), p. 140 and Henry W. Spiegel, The Growth
of Economic Thought (Englewood Cliffs, New Jersey:
Prentice-Hall, 1971), p. 166 all attribute a labor theory
of value to Locke on the basis of Chapter V of the Se-
cond Treatise. Werner Stark, The Ideal Foundations of
Economic Thought (New York: Oxford University
Press, 1944) argues that Locke had an objective theory
of value in the Second Treatise which contrasted with
his subjective value theory in his economic writings,
while Edmund Whitaker, A History of Economic Ideas
(New York: Longmans, Green and Co., 1940), pp.
419 - 421, believes that the Second Treatise contained a
cost of production theory in the long run in which the
cost factors were labor and capital where capital was
past labor. Robert Lekachman, A History of
Economic Ideas (New York: Harper and Row, 1959),
p. 59, attributes to Locke "The metaphysical justifica-
tion for the labor theory of value", although he does
not credit Locke with an economic labor theory of
value, and Joseph Schumpeter, A History of Economic
Analysis (New York: Oxford University Press, 1954),
p. 120 simply states without elaboration that Locke's
theory of property had nothing to do with an economic
labor theory of value, a position supported by Ronald
Meek, Studies in the Labor Theory of Value (London:
Lawrence and Wishart, 1956), pp. 21-22. The theme
of this paper is that Schumpeter was essentially correct
and that Meek's position comes closest to the one
presented here.

3. That there is some doubt that anyone, except possibly
Karl Marx, ever held a labor theory of value, despite
the usual textbook accounts of the labor theory of
value of the British Classical school, can be illustrated
by two examples: Adam Smith and David Ricardo.
While it is common to discuss the "labor theories" of
both these major figures in Classical Political
Economy, Samuel Hollander has recently argued per-
suasively, in The Economics of Adam Smith (Toronto:
Heinemann Educational Books, 1973), pp. 116-117,
that Smith's labor theory of value in the early state was
a '"summary statement clearly designed as an introduc-
tion to the main case. The great attention paid to the
labor quantity and labor cost theories of value in com-
mentaries . . . is unjustified". Similarly, almost twenty
years ago, George Stigler argued in "David Ricardo
and the 93% Labor Theory of Value", American
Economic Review (June, 1958), reprinted in Essays in
the History of Economics (Chicago: University of
Chicago Press, 1965), pp. 326-342, that David Ricar-
do never meant to espouse a true labor theory of value
but rather had an empirical hypothesis about the major
determinants of long run price. The most extreme posi-
tion, however, is taken by Donald F. Gordon, "What

was the Labor Theory of Value", American Economic
Review (May, 1959) pp. 462-472, who claims that
"no major economist of the classical period held what
would, by modern usage, be called a labor theory of
value".

4. Capital (New York: The Modern Library, nd), p. 45.
"A use-value, or useful article, therefore, has value on-
ly because human labor has been embodied or
materialized in it." Ricardo, in The Principles of
Political Economy and Taxation, Everyman's Library
Edition (London: J. M. Dent & Sons Ltd., 1911), on
the other hand, claimed that "possessing utility (use
value) commodities derive their exchangeable value
from two sources: from their scarcity, and from the
quantity of labor required to obtain them", (p. 5)

5. (New York: The Modern Library, 1937), p. 47.
6. See, for example, Mark Blaug, Economic Theory in

Retrospect (Homewood, Illinois: Richard D. Irwin,
Inc. 1962), pp. 81 - 129.

7. This was especially true of Thomas Hodgskin. See
Maurice Dobb, Theories of Value and Distribution
Since Adam Smith (Cambridge: Cambridge University
Press, 1973), p. 137.

8. Theories of Surplus Value, pp. 365-367.
9. For a discussion that contrasts Locke's view of original

ownership with that of Grotius and Pufendorf, see
Martin Seliger, The Liberal Politics of John Locke
(N.Y.: Praeger, 1969), pp. 180-188.

10. It is interesting to note that Adam Smith echoed this
idea in Chapter I of Wealth of Nations, where he says
" . . .the accommodation of an European prince does
not always so much exceed that of an industrious and
frugal peasant, as the accommodation of the latter ex-
ceeds that of many an African king, the absolute
master of the lives and liberties of ten thousand naked
savages". (Cannan edition, N.Y.: Modern Library,
1937), p. 12. Cannan notes that the idea is also found
in Mun and Mandeville.

11. Colin Macpherson, in his unorthodox treatment of
Locke's political philosophy in The Political Theory of
Possessive Individualism: Hobbes to Locke (Oxford:
Clarendon Press, 1962), has misinterpreted this impor-
tant passage and thereby misunderstood the benefits
Locke saw arising from property ownership. Macpher-
son argues that Locke's statement about the supposed
benefits of enclosure assumes "that the increase in the
whole product will be distributed to the benefit, or at
least not to the loss, of those left without enough
land . . . " (p. 212). In fact, Locke's argument, as we
have seen, holds that the very act of enclosure releases
more raw materials for the rest of mankind than had
previously existed for their support. No "distribution"
of the products of enclosed land need take place for
society to benefit from private property.

12. The Principles of Political Economy and Taxation,
especially pp. 5-32.

13. The Wealth of Nations, p. 31. In these passages, Smith
apparently was (a) enunciating a real cost theory of
value and (b) using labor as an index number to
measure real wealth.

14. Another implication is that the marginal product of the
worker is 999/1000 of the output. Of course, Locke
had no concept of marginal productivity, but it is still
interesting to note his attempt to compare the output of
identical pieces of land with and without labor applied
to it, to measure the "contribution" of labor.
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15. Reprinted in Several Papers Relating to Money, In-
terest and Trade, etc. [1969] (New York: Augustus M.
Kelley, 1968). Hereafter cited as "Some Considera-
tions".

16. Locke is quite insistent about the relativity and
changeability of market price. He gives as reason for
the impossibility of price fixing the following.
" . . . that things must be left to find their own price;
and it is impossible in this, their constant mutability for
human foresight to set rules and bounds to their
constantly-varying proportion and use, which will
always regulate their value." "Some Considerations",
p. 51.

17. Locke generally treated changes in quantity as shifts in
supply although occasionally he described the effects
of price changes on quantity supplied as well. While, as
one would expect, the modern distinction between
changes in a supply or demand curve and movements
along that curve was foreign to Locke, he managed to
explain price determination tolerably well without this
distinction.

18. For a fuller treatment of Locke's theory of economic
value, see Karen Vaughn, John Locke: Economist and
Social Scientist (forthcoming, Chicago: University of
Chicago Press, 1980), Chapter II.

19. In addition to Sewall and Vickers already mentioned
(note 2), this position is also implied by Lewis Haney,
History of Economic Thought (New York: Macmillan,
1932), pp. 120-121.

20. "I think it will be but a very modest computation to
say, that of the products of the earth useful to the life
of man, 9/10 are the effects of labour: nay, if we will
rightly estimate things as they come to our use, and cast
up the several expenses about them, what in them is
purely owing to nature, and what to labor, we shall
find that in most of them 99/100 are wholly to be but
on the account of labor." (p. 314) See also p. 316.

21. James Bonar, Philosophy and Political Economy
(London: George Allen & Unwin Ltd., 1922), p. 93,
comes to a similar conclusion with respect to these
passages. He interprets Locke as saying that labor adds
to the intrinsic value of things by making them more
useful but without making any connection between
usefulness and exchange value.

22. In fact, the only other instance of Locke discussing a
"measure of value" at all was in his second essay,
"Further Considerations Concerning Raising The
Value of Money" (1695) in Several Papers Relating to
Money, Interest and Trade, etc., p. 21 where he calls
money the "common measure" of the value of com-
modities. While finding an objective measure of value
may have been a concern of Petty's, Locke was more
interested in explaining what determines the economic
value of goods as reflected in their money prices. Ob-
viously, then, when we ask if Locke believed labor to
be the measure of value, we are asking if he thought the
prices of goods were related to the labor that went into
producing them, not if he wanted to use labor hours to
compare the economic value of two goods.

23. "Some Considerations", p. 14. "Gold and silver
though they serve for few yet they command all the
conveniences of life; and therefore in a plenty of them
consists riches." Furthermore, the only measure of the
value of money is its quantity (that is two ounces of
silver is twice as valuable as one ounce). Locke says of
gold and silver, "For they having as money no other

value, but as pledges to procure, what one wants or
desires, and they procuring what we want or desire,
only by their quantity, tis evident, that the intrinsick
value of gold and silver used in commerce is nothing
but their quantity." p. 31.

24. In addition to the above arguments, there is some
evidence that Locke's paragraph on labor as a measure
of value has not come down to us accurately. See
Laslett's comment on the text of the Second Treatise,
p. 320.

25. Bonar, Philosophy and Political Economy, p. 94,
criticized Locke for calling market price rather than
labor cost the natural value of goods. Among political
theorists both James Gough, John Locke's Theory of
Property (Oxford: Clarendon Press, 1950), and Pascal
Larkin, Property in the 18th Century with Special
Reference to England and John Locke (Cork: Cork
University Press, 1930) have assumed that Locke had a
labor theory of value, although both writers under-
stand this in a moral rather than an analytic sense.
Macpherson, Possessive Individualism, argues that
Locke deliberately suppressed the rights of wage labor
in favor of the emerging "capitalist classes".

26. It seems reasonable to conclude from this passage that
Locke viewed capital goods as intermediate products
and would subsume them under the category of "past
labor" in anticipation of the classical doctrine. See my
John Locke: Economist and Social Scientist, Chapter
III.

27. Larkin, Property in the 18th Century, p. 66.
28. On p. 34 and p. 92, Locke describes the laborer as liv-

ing from "hand to mouth". On p. 34, the context is an
attempt to estimate the average cash balances held by
different groups in society where the laborer's condi-
tion was such that he spent all of his income between
payment periods and therefore saved nothing. There is
no implication that the laborers were particularly poor
— only that they saved nothing. On p. 92, Locke is
analyzing the effects of a sales tax. He argues that "the
poor laborer and handicraft man" cannot bear the
burden of the tax because "he just lives from hand to
mouth already", implying that if prices rise, his wages
must rise proportionately or he will not be able to sup-
port his family. The implication here is definitely that
laborers lived at subsistence. On p. 115, Locke explicit-
ly uses the term "bare subsistence" to describe the
general level of laborers' incomes, implying that they
are very poor.

29. "Some Considerations", p. 42. " . . . The multiplying
of brokers hinders the trade of any country, by making
the circuit which the money goes, larger, and in that
circuit more stops, so that the returns must necessarily
be slower and scantier, to the prejudice of trade.
Besides that, they eat up too great a share of the gains
of trade by that means starving the laborer, and im-
proverishing the landholder whose interest is chiefly to
be taken care of, it being a settled unmoveable concern-
ment in the commonwealth."

30. "For there being a want of day-laborers in the country,
they must be humored, or else they will neither work
for you, nor take you commodities for their labor."
"Some Considerations", p. 37.

31. "Some Considerations", p. 79.
32. I deal with Locke's concept of just price and just profit

at length in my John Locke: Economist and Social
Scientist, Chapter V.
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33. Marx's discussion of Locke is found primarily in his
Theories of Surplus Value cited above, note 2.

34. "For this labor being the unquestionable property of
the laborer, no man but he can have a right to what is
once joined to, at least where there is enough, and as
good left in common for others." Second Treatise, p.
306. "As much as anyone can make use of to any ad-
vantage of life before it spoils; so much he may by his
labor fix a property in. Whatever is beyond this, is
more than his share and belongs to others. Nothing was
made by God for man to spoil and destroy." Second
Treatise, p. 308.

35. The origin of money in Locke's system is a good il-
lustration of an institution which arose, as Hayek
would describe it, as the "result of human action but
not of human design". That is, an institution which
arose in a spontaneous but orderly process. See F. A.
Hayek, Studies in Philosophy, Politics and Economics
(Chicago: The University of Chicago Press, 1967), pp.
96-105. Nozick has more recently used the term "in-
visible hand explanation" to describe essentially the
same idea (although he is understandably inaccurate in

attributing a conventional theory of money to Locke).
See Robert Nozick, Anarchy, Slate and Utopia (New
York: Basic Books, 1974), pp. 18-22.

36. This is a very hasty summary of my interpretation of
Locke's theory of the origin of the state. For a detailed
analysis, see my John Locke: Economist and Social
Scientist, Chapter IV.

37. Of course, to argue that current rewards to the descen-
dants of those who labored in the past are also just re-
quires a theory of inheritance, which Locke provides in
the First Treatise, pp. 225-228. Here, he bases his
argument on childrens' right, not only to a bare sub-
sistence, but to the conveniences and comforts of life,
as far as the conditions of their parents can afford.
"Hence it comes, that when their parents leave the
world, and so the care due to their children ceases, the
effects of it are to extend as far as possibly they can,
and the provisions they have made in their life time, are
understood to be intended as nature requires they
should, for their children." (p. 225).

38. Quoted in Eric Roll, A History of Economic Thought
(Englewood Cliffs, N.J.: Prentice Hall, 1953), p. 339.
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COST AND CHOICE — AUSTRIAN VS CONVENTIONAL VIEWS*

E. C. PASOUR, JR.

Department of Economics and Business, North Carolina State University

The relationship between product prices and
production costs is front page news today.
President Carter assured farmers during the
1976 presidential campaign that his administra-
tion would raise farm prices sufficiently high to
cover production costs. A year later there were
farmer demonstrations in the President's home
town and throughout the country, protesting
the unfavorable relationship between farm
prices and production costs.

There is also widespread sentiment for setting
prices of electricity, oil, natural gas and other
energy sources on the basis of production costs.
Government intervention to base prices on cost
requires that costs be calculated. Politicians
and most economists (except for members of
the Austrian school) have assumed that costs
relevant to production decisions, can, in fact,
be determined. Little attention has been given
by conventional economists, politicians, and
the public-at-large, however, to problems the
outside observer faces in determining costs of
any production process. This paper
demonstrates that choice-influencing costs are
inherently subjective and not subject to objec-
tive measurement, and stresses the implications
for economic regulation and efficiency
measurements of real world economic activity.

The primary purpose of this paper is to con-
trast Austrian and conventional concepts of
cost. Cost in the logic-of-choice context of con-
ventional neoclassical economic theory is con-
trasted with subjective cost relevant to in-
dividual decision-making. The Austrian subjec-

* An earlier version of this paper was presented at a seminar
in the Department of Agricultural Economics, University
of Kentucky, Lexington, Kentucky on January 21, 1977.
The author wishes to thank Gerald P. O'Driscoll and Garry
F. Vocke for helpful suggestions in revising the paper.

tivist concept of cost is shown to be sound as it
relates to individual choice. The limitations of
objective estimates of "cost" when used as a
normative standard in evaluating observed
market behavior are stressed. Implications of
the findings are related to a number of policy
issues and problems involving cost.

THE NATURE OF COSTS
Austrian (and virtually all other) economists

define cost in terms of opportunity cost. The
opportunity cost of any decision represents the
value of opportunities foregone as a result of
the decision made. Cost involves the conscious
sacrifice of an available opportunity by the
decision-maker. The cost of a vacation trip, for
example, is the value placed by the decision-
maker on the boat, refrigerator, or other alter-
natives which must be foregone if the trip is
taken.

Opportunity cost stresses the relationship
between the act of choice by the decision-maker
and opportunities foregone. "Costs are equal
to the value attached to the satisfaction which
one must forego in order to attain the end aim-
ed a t" . m This cost as it influences choice is
based on the decision-makers' anticipations
and cannot be discovered by another person.
That is, no one else is capable of accurately
assessing the value of the sacrificed alternative
by the decision-maker. Thus, as recognized and
emphasized by the Austrians, the opportunity
cost of any activity is inherently subjective.

A recognition that cost is subjective has pro-
found implications for the economic analyst.
Since cost is experienced by the decision-maker
at the moment of choice, it means that there is
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no way for outsiders to objectively measure the
costs which are relevant to decisions actually
made. Thus, the definition of cost in terms of
opportunities foregone, though accepted by
conventional and Austrian economists, is con-
sistent only with the basic subjectivist approach
of the Austrians.

Conventional neoclassical theorists implicitly
assume that cost is objective, i.e. that the cost
of production can be determined by outside
observers. The market price of the resources
used in production is typicaHy taken in
neoclassical theory to be an estimate of oppor-
tunity cost. The "cost" of producing corn, for
example, is obtained by adding together the
market values of land, labor, fertilizer and
other inputs required to produce a bushel of
corn.

The ex ante planning process, however, in-
evitably involves subjective judgment by the
entrepreneur. Summing up production outlays is
an objective procedure but does not provide the
relevant cost of production which influences
entrepreneurial behavior. The market price of
an input may differ considerably from its op-
portunity cost to the entrepreneur, as illustrated
by the following example. Consider the cost to
be imputed to (say) land in producing corn. The
cost of land in corn is the value of opportunities
foregone by using land for corn instead of using
land in its best alternative use. Cost by its very
nature, however, involves choice, and choice
cannot be predetermined and still remain
choice.121 The cost of similar land in corn may
well be quite different for Jones and Smith.
Jones, for example, may anticipate a return to
land of $30 per acre when using the land for
soybeans (the best alternative use). Smith, on
the other hand, being more optimistic about
future soybean yields or prices, may anticipate
a return of $50 per acre to land in soybeans.
Thus, the opportunity cost of land used in pro-
ducing corn is $30 per acre for Jones and $50
per acre for Smith, even though Jones and
Smith pay the same rental price for land.

This example illustrates the fact that cost of
land (and other inputs) as it influences the en-
trepreneurial decision (choice) is inherently sub-
jective. It explains why Jones may be observed
to plant corn and Smith soybeans even though a

conventional enterprise budget of costs and
returns might show the same cost for each pro-
ducer. Such budgets typically assume that
yields and prices are given. In reality, of course,
the entrepreneur must estimate both yields and
prices. Production decisions are based on op-
portunity costs which exist only in the mind of
the decision-maker. Since choice is among
thoughts or things imagined, there is no way for
an outside observer to determine these subjec-
tive evaluations.131

Consider a second illustration of why the ex
ante planning process under uncertainty in-
volves subjective judgment by the entrepreneur
as well as a capacity for arithmetical calcula-
tions. Expectations concerning future demand
and cost conditions affect the decision of
whether to continue to operate with present
plant, machinery, and equipment or whether to
make major adjustments in the productive
facility. Expectations determine expected
depreciation (including obsolescence) and, con-
sequently, determine allowances for interest
and depreciation. Here again, there is no way
for the outside observer to determine the rele-
vant costs which influence entrepreneurial
choice. The depreciation and interest cost
estimates by outside observers must be based on
historical costs or on the observer's estimate of
opportunity costs, which may bear little or no
relationship to opportunity costs as perceived
by the entrepreneur.[4]

Hayek stresses the point that anticipating
future changes is an entrepreneurial function
and necessarily subjective. "In no sense can
costs during any period be said to depend solely
on prices during that period . . . in fact, almost
every real world decision concerning how to
produce depends at least in part on the views
held about the future."[5]

As shown later, the fact that expectations are
subjective poses seemingly insurmountable pro-
blems for economic analysis of entrepreneurial
choices.

In neoclassical economic theory, revenues
and costs are assumed to be known. The major
emphasis is placed on the logic of maximizing
profits subject to given costs and returns. Given
these data, profit maximization is an objective
procedure.161 The Austrian subjectivist ap-
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proach, on the other hand, stresses the fact that
such data should not, in fact, be assumed to be
given to the decision-maker. In reality, a key
function of the entrepreneur is to estimate pro-
spective costs and returns in choosing between
alternative production plans or strategies.171

Alchian has shown that profit maximization
loses meaning as a guide in choosing among
alternative courses of action under conditions
of uncertainty.[8]

There is no hard and fast distinction between
the Austrian and conventional neoclassical
economists on the cost issue. In fact, some
economists not usually identified with the
Austrian school are more in the Austrian sub-
jectivist tradition than in the conventional neo-
Marshallian objectivist tradition on the cost
issue. James Buchanan and Ronald Coase are
good examples. Buchanan, along with G. F.
Thirlby, recently edited a book which defends
the subjectivist view of cost.[9] The book
presents a collection of articles mainly by
economists identified at some time with the
London School of Economics (Lionel Robbins,
von Hayek, R. S. Edwards, G. F. Thirlby and
Jack Wiseman). One of the articles is by R. H.
Coase.

Coase's article consists of a shortened ver-
sion of a series of articles which he wrote for
The Accountant (a British publication) in 1938.
In these articles, Coase clearly illustrates the
problems posed to the accountant by the sub-
jectivist nature of cost. Cost to the decision-
maker involves an ex ante evaluation of uncer-
tain future outcomes. Since the future is always
uncertain, the evaluation of future outcomes
will vary from person to person and will be in-
fluenced by numerous factors including the at-
titude toward risk. The result is that cost as it
influences choice loses its objective content. As
Coase states,

There is no one decision which can be considered to
maximize profits independently of the attitude of risk
taking of the business man. A further point is that the
correctness of the decision cannot be determined by
subsequent events. If a businessman undertakes to do
something which entails certain risk, he considers that
the chance of gain is worth the risk he runs, and
whether he succeeds or fails has no relevance to his
preference.1101

Although the subjective nature of cost

emerges clearly in his early work, Coase does
not appear to have pursued the implications of
this work as it relates to empirical applications
of neoclassical price theory.

IMPLICATIONS

The distinction between the objective and
subjective views of cost has a number of im-
plications both theoretical and empirical.

Methodology
Cost theory in economic texts is handled

quite differently by the Austrian school when
contrasted with the conventional neoclassical
school of economics. Since cost as it influences
choice is inherently subjective, little use is made
of cost curves in economic texts written by the
neo-Austrians. Rothbard, in his magnum opus,
Man, Economy and State, justifies this dif-
ference in approach between Austrians and
other economists as follows:

It may be noted that, in this work, there is none of that
plethora and tangle of "cost curves" which fill the
horizon of almost every recent neoclassical work in
economics. This omission has been deliberate, since it
is our contention that the cost curves are at best redun-
dant (thus violating the simplicity principle of Occam's
Razor), and at worst misleading and erroneous.1111

The Austrians take the same methodological
approach to cost theory as they take toward
economic theory in general. The Austrians
stress the logical theory of economic choice and
deny the value of empirical testing of economic
hypotheses. As Kirzner states in explaining the
approach of Mises and other latter-day
Austrians:

. . . empirical confirmation of the theorems obtained
by abstract knowledge is neither possible nor
necessary. It is not possible, because there are no con-
stants in the realm of human actions; it is therefore im-
possible to investigate the consequences of changes in
one variable with assurance that no disturbance is at
the same time being caused by changes in other
variables. On the other hand, confirmation of
economic theorems is not necessary because the
theorems themselves describe relationships logically
implied by hypothesized conditions. The validity of
these relationships can be tested by examining the
reasoning employed to establish them.'121

There is a fundamental difference of opinion
between Austrian and conventional economists
concerning prediction and hypothesis testing. A
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general discussion of these differences as
reflected in Kirzner's comments is beyond the
purview of this study. However, in the context
of the topic of this paper it seems clear that
there is no way for an outside observer to test
hypotheses related to opportunity cost, since
only the decision-maker is able to evaluate
sacrificed opportunities.

Consider, for instance, the example of an
outside observer who wishes to test the
hypothesis that the cost for Jones of com-
muting by bus is lower than his cost of com-
muting by car. The analyst has no way to deter-
mine the relevant costs, the sacrificed oppor-
tunities, associated with a particular mode of
travel. What, for example, is the value placed
on flexibility, on time spent travelling, etc.?
When the economic analyst arbitrarily assigns
values to these variables, there is no reason to
expect them to correspond with the actual op-
portunity cost experienced by the decision-
maker. Thus, the result of such an analysis is
not valid for normative purposes. It is invalid
to conclude from such an analysis that the
driver could reduce cost by changing his mode
of travel.

In the conventional neoclassical theory of the
firm, emphasis is placed on the logic of profit-
maximizing behavior by the firm, assuming
that information on costs and returns is given.
Stress is placed on the relationship between
marginal and average cost curves and product
demand under equilibrium conditions.

A problem usually not explicitly recognized,
arises in conventional cost theory when
resources are specialized. Most conventional
theory texts deal with a world of unspecialized
resources. In the real world, however, land,
labor, productive facilities, and entrepreneur-
ship are specialized and differ between firms.
The price theory book by Friedman is one of
the few texts to point out the problem posed by
specialized resources to conventional cost
analysis.

The existence of specialized resources . . . makes it im-
possible to define the average cost of a particular firm
for different hypothetical outputs independently of de-
mand. . . . Take the copper mine of the preceding
paragraph: its cost curve cannot be computed without
knowledge of the royalty or rent that must be paid to
owners of the mine, if the firm does not itself own it,

or imputed as royalty or rent, if the firm does. But the
royalty is clearly dependent on the price at which cop-
per sells on the market and is determined in such a way
as to make average cost tend to equal price. . . . The
equality of price to average cost . . . is forced on the
firm by the operation of the capital market or the
market determining rents for specialized resources.1131

The specific implications of specialized
resources are further considered in a later sec-
tion. In spite of the explicit recognition of pro-
blems posed to conventional cost theory by
specialized resources in Friedman's text, there
is no recognition of the problems involved in
obtaining the cost data which lie behind cost
curves.

Problems associated with the subjectivity of
cost do not arise as long as concern is limited to
the logic of choice, and much of conventional
economic theory is concerned with this logic.
The logic of choice, as it relates to cost, for ex-
ample, instructs the decision-maker on which
outlays are relevant for current decisions and
which are "fixed costs". The rule "let bygones
be bygones" is often difficult to apply in mak-
ing real world choices. "Instructing the
decision-maker as to how he should choose may
produce 'better' choices as evaluated by his
own standards."f14] Thus, the logic of choice as
it applies to cost can be treated independently
of the process of determining cost.

In many cases, historical data can provide
useful information to the entrepreneur in
assessing future conditions. Today, there are
private firms which specialize in providing cost
estimates and (other) outlook information bas-
ed on historical economic data. It should be
clear, however, that operations research and
econometric studies at most can provide useful
information to the entrepreneur. The data pro-
vided will be interpreted in different ways by
different entrepreneurs and do nothing to
reduce the subjective nature of the en-
trepreneurial function.

The use of objective cost estimates poses no
problem as long as they are considered to be
data for use by the entrepreneur and not as
choice-influencing costs. A serious problem
arises in neoclassical theory, however, when ob-
jective "cost" estimates made by external
observers are used for normative purposes and
are assumed to represent the costs appropriate
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to current decision-making, i.e. to the theory of
choice. As shown by the above example relating
to land cost in producing copper, there is no
reason to expect a direct relationship between
the objective cost estimates of neoclassical
theory and the costs relevant to the act of
choice.1151

The examples discussed below demonstrate
how common it is to use objective cost
estimates in a choice context (for normative
purposes), viz. in determining "optimum"
price and output levels and for evaluating the
efficiency of firm and household decisions. The
Austrian criticism of the use of cost and return
estimates by outside observers for normative
purposes appears to be unassailable. The results
are not valid because the costs relevant to the
act of choice in any economic decision are sub-
jective. That is, outside observers cannot obtain
objective cost estimates which are appropriate
to the moment of choice. The inap-
propriateness of using objective cost estimates
as though these estimates were costs ap-
propriate to the act of choice will be discussed
in three different contexts.1161

Economic regulation
A considerable amount of attention is

devoted to the problem of monitoring firm
costs in regulating public utilities and other
"natural monopolies". State utility commis-
sions are active throughout the U.S. estimating
the cost of providing electricity, telephone ser-
vices, etc., to be used as a basis for rate setting.
This activity presumes that the government
regulator has an objective basis for setting
prices based on costs which would prevail under
competitive conditions.

An appreciation of the nature of the role of
the entrepreneur is necessary to understand the
problems faced by regulators in setting prices.
In the case of public utilities, regulatory com-
missions attempt to insure that these "natural
monopolies" charge a competitive price (or rate
of return) as determined by production costs.
Since choice-influencing costs are subjective
and incurred at the moment of choice, cost as it
influences entrepreneurial behavior cannot be
obtained from the firms' accounting "cost"
records. Attempts to force utilities (or other

"natural monopolies") to set price equal to
cost can be no more than hollow appeals.1171

Production decisions, as stressed by Hayek,
hinge on views held about the future as well as
current conditions, and there is no reason to ex-
pect the regulator's view to coincide with that
of the entrepreneur. Thus, there is no objective
procedure by which the regulator can determine
whether prices should be increased or decreased
if prices are to be based on "costs".

A closely related point concerns the nature of
the market. The market, as Hayek stressed, is
not merely an alternative way of discovering
costs and prices which are capable of being
determined by central direction. Competitive
costs can only be determined by having com-
petition. Yet, much economic regulation
assumes that competitive costs can be determin-
ed through the regulatory process.

In view of these problems in measuring cost,
it should not come as a surprise when economic
studies find the effect of regulatory commis-
sions on utility rates to be negligible. Stigler and
Friedland, for example, in a pioneering study
were unable to find any significant effect of the
regulation of electrical utilities on utility
rates.1181 Perhaps the apparent lack of effect of
regulatory commissions in holding down rates
in such cases is fortunate for the consumer.

' There is no reason to expect that the effect of
holding down current rates (thereby curtailing
future supply below the level of an unregulated
public utility) will redound to the benefit of the
public. It seems just as likely that the effects
will be similar to those of current price controls
on oil and natural gas. These controls reduced
the production and supply of these products
below the level dictated by the market, causing,
or at least exacerbating, the shortage during the
winter of 1976-1977.

The subjective nature of cost poses the same
problems for all other regulatory agencies
which are charged with setting prices in "the
public interest". In some cases, however, the
problem differs slightly from the case of
utilities. In the case of milk (and other com-
modities produced under government price sup-
ports), the price is deliberately set above the
competitive level. In the case of price supports
for milk and other agricultural products,
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minimum wages, etc., where price is deliberate-
ly raised above the market level, the lack of any
objective basis in setting price is even more ap-
parent than in the case of public utilities where
the avowed purpose is to set price on the basis
of cost. When the price is not set at the com-
petitive level, the problem of determining the
appropriate price is the same as that faced by
Aristotle and others who sought the "just
price".

The example of milk and other agricultural
products where price is deliberately raised
above the market level illustrates another im-
portant point. When price is set above the
market level by government fiat, increases in
product price will be capitalized into specialized
input prices through competitive market forces
so that production outlays will rise to meet
returns. In the Austrian terminology, it is milk
prices which determine milk costs and not pro-
duction costs which determine milk prices.
Consequently, attempts to set price based on
production outlays (as proposed by Candidate
Carter) are meaningless in the case of all pro-
duction involving specialized resources since an
increase in product price will be capitalized into
increased production outlays. Under these con-
ditions, the best estimate of cost is product
price!

The phenomenon of input prices rising in
response to changes in product price has also
been observed in the case of farm real estate in
recent years. Consider the effect of the price ex-
plosion of agricultural products in 1973 on the
price of land. Farm real estate values in the
U.S. have, on the average, more than doubled
since 1972. Increases in land prices, however,
are not responsible for high food prices. In-
stead, the expectation of high farm product
prices in the future are responsible for high
farm real estate prices. Lower farm product
prices in 1977 dampened future expectations
and reduced agricultural land prices in some
states.

Assessing economic efficiency
The correctness of entrepreneurial decisions

made under uncertain conditions, as Coase
pointed out 40 years ago, cannot be determined

by the outcome of subsequent events. Yet, the
economics literature is replete with examples
purporting to measure economic inefficiencies.
The sources of inefficiency identified are defini-
tional, however, and not related to the only ap-
propriate norm for measuring efficiency, viz.,
the goal of the decision-maker. Efficiency,
meaningfully defined, means that the decision-
maker has no preferred alternative at the time
the decision is made, given the circum-
stances.1191 When the subjective nature
of choice is recognized, it becomes clear that it
is impossible for the outside observer to iden-
tify any action or choice as inefficient or irra-
tional in terms of the costs and benefits ex-
perienced by the decision-maker at the moment
of choice.1201

Empirical studies which compare the costs
and benefits of regulatory agencies, for exam-
ple, can never establish that such agencies are
inefficient in a planning or choice sense. The
costs and returns relevant to choice are those
related to the expectations and goals of the en-
trepreneur when the program was initiated.
These data, of course, are subjective, and not
available ex post to economic analysts. If the
expected gains and costs at the moment of
choice could be fully specified, the regulatory
agency would appear rational or efficient.

Recent studies have shown the FDA, FCC,
FTC, and ICC and other regulatory agencies to
be contrary to purpose and ineffectual as
perceived by the empiricist using historical
data.[21] This does not mean, however, that
they are inefficient in the planning or choice
sense since, as Coase stresses, correctness of
decisions made under uncertain conditions can-
not be determined ex post, i.e. by subsequent
events.

Even though an outside observer can never
establish that an action of a particular firm is
inefficient based on a measurement of costs and
returns which motivate choice, the economic
analyst is not completely helpless in evaluating
the degree to which the entrepreneur is suc-
cessful. In a world of uncertainty, the relation-
ship between purposive behavior and success is
likely to be ambiguous. Success may be due to
chance rather than to superior motivation or
foresight. Alchian has proposed survival as a
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criterion for evaluating firm success.1221 This
means that success should be judged on results
rather than on motivation. In a market
economy, realized positive "profits" may be
taken as the criterion by which successful and
surviving firms are selected. If monetary losses
are large enough, the firm will be driven out of
business regardless of its goals. As indicated
above, success in some cases is accidental while
in others it is due to entrepreneurial astuteness.
Regardless of the reason for success, however,
survival of the firm is achieved by those whose
actions are most appropriate in terms of adap-
ting to market conditions.

What is the process by which traits associated
with success are acquired by firms? Trial and
error is likely to play an important role since the
firm must always operate in a climate of uncer-
tainty. In addition, whenever successful firms
are observed, we might expect that the elements
common to success will be copied by com-
petitors in their quest for success. In explaining
past results (success), the economist may be
able to determine the attributes which were im-
portant to survival, even though individual par-
ticipants were not aware of them[23] This does
not imply that purposive behavior is absent
from reality. It does mean that the economist
can select the most successful firms and predict
the effects of higher taxes, wage rates, etc.
under market conditions without assuming that
participants are aware of and act according to
their cost and revenue curves.

The ability of the economist to identify firms
on the basis of success is largely negated under
a regime of economic regulation. Under
government regulation, "profits" do not deter-
mine firm survival since prices can be raised or
taxes can be used to cover losses. Thus, there is
no presumption that surviving firms are effi-
cient in terms of meeting the market test. It is
significant that most goods and services provid-
ed through the government sector are sold at a
price which requires a government subsidy.

Although survival provides a criterion for
identifying the most successful firms, iden-
tification of the traits associated with success
will always be tentative. Firms differ in an
almost infinite variety of ways, including dif-
ferences in size, location, capital facilities, and

management, and it is not generally possible to
select traits which are necessary for survival. At
one time, for example, economists placed a
great deal of emphasis on determining the "op-
timum size" firm. However, since a range of
firm sizes persists over time, there is no reason
to think that there is an optimum size of firm.

Alchian realizes that it will not be easy for
economists to determine the more viable types
of economic interrelationships.1241 Similar dif-
ficulties are faced in isolating the effects of
economic regulation.

Economic regulation —
why hope springs eternal

Machan points out that empirical cost and
benefit studies can never discredit attempts at
regulation:

Empirical objections to a particular proposal for
regulation cannot in themselves invalidate the general
course of conduct. So what if studies demonstrate that
this particular effort of such and such a regulatory
agency has not worked? The next one might.
Especially if we change some features of the policy in
what appear to be significant ways.1"1

Machan's point is closely related to the ex
ante versus ex post distinction noted above. The
relevant costs and benefits in evaluating any
decision are those appropriate to the decision at
the moment of choice. The fact that there is a
discrepancy between the net benefits an-
ticipated when the decision was made and those
realized when the program was implemented
doesn't mean that the original decision was
"bad". To so conclude would be to judge a
decision on the basis of subsequent events.

The astuteness of a decision must be based on
ex ante data, i.e. on the expected costs and
benefits at the time the decision was made. As
Machan indicates, the fact that one type of
regulation is generally agreed to be counter-
productive doesn't necessarily lead to the ex-
pectation that other types of regulation will also
be counter-productive or unfavorable in the
sense of its anticipated cost-benefit ratio.
Why? "Better regulation" is always a possibili-
ty. The lack of effectiveness of Nixon era price
controls, for example, was attributed by J. K.
Galbraith (and others) to the fact that the peo-
ple in charge weren't sufficiently dedicated to
the concept of price controls. For Ralph Nader
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and many people in the "consumerist" move-
ment, the basic problem with government
regulation lies in laxity, ineptitude, or venality
by the regulators. In this view, the ICC, CAB,
and other regulatory agencies can achieve their
objective by placing better people in charge.

There are almost an infinite number of
similar arguments which might be used to lead
people to think that new regulation will be more
effective than current regulation. The effec-
tiveness of regulation might be improved by
moving it from the federal to the local or state
level, i.e. by moving it *'closer to the people".
Or, it might be improved by moving it from the
local or state level to the federal level to avoid
the corruption of local and state politicians, to
standardize the level of service among wealthy
and poor states, etc. The administration of
regulatory agencies might be improved by in-
creased "consumer" representation, by
eliminating "petty rules", by allowing for a
greater diversity of consumer tastes, by
"sunset" features in legislation, by a new Con-
sumer Advocacy Agency, etc.

Since government regulation can vary in an
almost infinite number of ways, it seems unlike-
ly that empirical cost and benefit studies of ex-
isting regulation will ever discredit the concept
of government regulation. At the same time
that the Carter Administration professes
dissatisfaction with airline regulation, for ex-
ample, it is waging the "moral equivalent of
war" to regulate further energy and medical
care. The failure of past government regulation
to achieve stated goals appears to have little or
no influence on the momentum to regulate fur-
ther currently unregulated areas.

SUMMARY AND CONCLUSIONS
Cost is defined in terms of sacrificed alter-

natives by both Austrian and conventional
neoclassical economists. The latter group holds
that cost can be measured by an outside
observer, while the former group stresses the
fact that only the decision-maker is able to
assess the value of the sacrificed alternative.
This paper has attempted to demonstrate that
the distinction between the Austrian and con-
ventional views of cost is important and greatly

influences the way the economist's role is view-
ed. In conventional neoclassical theory, the role
of the entrepreneur is minimized, as emphasis is
placed on the allocation of given means among
known alternative ends. The Austrian approach
stresses the fact that information about means
and ends is not given to the entrepreneur, but
that the entrepreneur's success hinges on how
effectively he gains control of and uses
resources in a world permeated with uncertain-
ty.

Can the conventional and Austrian ap-
proaches to cost be reconciled? No problems
arise in conventional economic theory so long
as the task of cost theory is viewed in terms of
the logic of choice. That is, there is no problem
so long as cost theory is viewed as a system of
logic by which the decision-maker can make
"better choices". The problem arises when at-
tempts are made to estimate costs which in-
fluence entrepreneurial choice.1261

A recognition of the fact that choice-
influencing costs cannot be objectively
measured by outside observers places a new
perspective on efforts by government to set
prices on the basis of cost in the case of farm
prices, petroleum prices, hospital prices, utility
prices, etc. A recognition of this fact also
makes it clear that government regulatory agen-
cies cannot base prices on costs which motivate
entrepreneurial behavior. So long as this basic
subjective nature of cost is not realized, central
planners, public policy makers, consumer in-
terests, and other groups will continue to de-
mand of government regulation that which it
cannot provide, viz. cost data relevant in setting
utility rates and product prices. Objective
"cost" data and cost estimates are often useful
to the entrepreneur. It should not be forgotten,
however, that objective "cost" estimates are
not the costs which influence individual choice
and, hence, cannot be used for normative pur-
poses.
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To collaborate with an author in perceiving the
implied ethical problems he poses and passing a
moral judgment on their solution can be, as
Wayne Booth has remarked, a heady ex-
perience for the enlightened reader.111 The wide
attention given to One Flew Over the Cuckoo's
Nest, both as novel and as film, suggests to the
student of literary history that nineteenth cen-
tury fiction has also raised questions which may
give pause to anyone considering the American
Dream. Since Herman Melville's Benito Cereno
and Mark Twain's Adventures of Huckleberry
Finn were both mimetic portrayals of slavery, it
is instructive to contrast the two. Each was an
attempt, like Ken Kesey's book, to awaken its
readers from somnolent optimism, forcing
them to confront the realities of institutionalized
evil. Yet Benito Cereno appeared almost
thirty years before Huckleberry Finn, and it ad-
dressed a pre-Civil War audience. Thus the in-
sights provided by the psychiatric scholar
Thomas S. Szasz for understanding a novel like
One Flew Over the Cuckoo's Nest are ap-
plicable to Melville's story, for reasons that I
shall demonstrate in this paper.

To begin with the obvious, which sometimes
needs to be emphasized, we should remember
that, like coercive psychiatry today, in large
parts of the western hemisphere during most of
the nineteeth century slavery, though abhorred
by many people, was legal, defended with all
the power of the state. It was also socially sanc-
tioned, in the antebellum North as well as in the
South, with religion and custom combining to
mask it as an institution benefiting not only
white society but also the oppressed blacks.

Hence much of the pathos of Huckleberry
Finn lies in Huck's unquestioning acceptance of
the fact that he is committing a crime by not

surrendering his slave companion to Jim's legal
owner. According to the beliefs of his society,
Huck is also endangering his soul. The most
poignant scene in the novel occurs when, after
much mind-twisting vacillation, he finally
resolves not to reveal Jim's whereabouts.
Teetering back and forth in an agony of indeci-
sion and doubt over what course to follow, he
never doubts that one alternative involves com-
pounding a crime and enacting a sin.

The more I studied about this, the more my conscience
went to grinding me, and the more wicked and low-
down and ornery I got to feeling. . . . The plain hand
of Providence [was] slapping me in the face and letting
me know my wickedness was being watched all the
time from up there in heaven, whilst I was stealing a
poor old woman's nigger that hadn't ever done me no
harm . . . . I most dropped in my tracks I was so scared.
Well, I tried the best I could to kinder soften it up
somehow for myself, by saying I was brung up wicked,
and so I warn't much to blame; but something inside
of me kept saying, "There was the Sunday school, you
could a gone to it; and if you'd a done it they'd a learnt
you, there, that people that acts as I'd been acting
about that nigger goes to everlasting fire."

It made me shiver. And I about made up my mind to
pray; and see if I couldn't try to quit being the kind of
a boy I was, and be better. So I kneeled down. But the
words wouldn't come.

Huck thinks of the many kindnesses Jim has
shown him.

I was a trembling, because I'd got to decide, forever,
betwixt two things, and I knowed it. I studied it a
minute, sort of holding my breath, and then says to
myself:

"All right, then, I'll go to hell." . . .
It was awful thoughts, and awful words, but they

was said. And I let them stay said; and never thought
no more about reforming.121

Although Huck chooses to contravene the
legal sanctions of his society for Jim's sake, he
does not question the morality of the law; he
simply decides to break it. Moreover, his opi-
nion of the very conventional Tom Sawyer falls
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when he thinks that Tom has also decided to
break the law in helping a slave escape. Sub-
sequently we learn that Tom has done no such
thing. Jim has been free all along, manumitted
in his dead mistress' will, and Tom knew it. His
cruel torments of Jim, and his reckless
disregard for the ex-slave's safety as well as
their own, had been occasioned by nothing but
a romantic playing of foolish boys' games. He
is merely enacting an elaborate charade, which
has no more ethical profundity, though it is a
good deal more dangerous for all concerned,
than his earlier rout of a Sunday School picnic
with wooden swords.

Huck makes a completely individual decision
to break the law in one instance; it never occurs
to him to challenge the moral foundation of the
law itself. Tom Sawyer, however, does not
break the law even in the single instance involv-
ing Jim; he merely pretends to do so. Both he
and his creator were, in a fundamental sense,
playing it safe. Huckleberry Finn was published
in 1884-1885. Mark Twain wrote his novel
years after the abolition of slavery, although he
was portraying an antebellum society.
Moreover, whatever its status at law, helping
the kindly and paternalistic Jim flee to freedom
was hardly an offense to right feeling.

Herman Melville, however, said "NO! in
thunder"131 to slavery while it was still legal by
showing its victims reacting with murderous
violence.[4] His extraordinary novella, Benito
Cereno (1855),[5] in effect turns the institution
upside down, and portrays whites as the slaves
of a band of African Negroes. Cargo on a
South American slaver, they have mutinied and
become dominant on board the San Dominick,
killing the whites or holding them hostage. The
Castilian Chilean captain, Don Benito Cereno,
had formerly accepted slavery unthinkingly
along with his society's other mores. But his ex-
perience as a helpless slave forces him to
recognize the horror of human bondage, and
although he is rescued from the insurrec-
tionists, who are either captured or killed, his
distraught psyche has been dealt a fatal blow.
An honorable if hitherto unreflective man, he
cannot cope with the ethical inferno he has
glimpsed, and he wastes away. Telling the blunt
Captain Amasa Delano that the Negro has cast

"such a shadow" upon him that he cannot live,
he succumbs to the vision of an evil too
monstrous to be borne.

This story, written while slavery was under
statutory protection in the United States, was
created with great subtlety so that the horror of
what the blacks do is fully apparent. Never-
theless, it is clear to modern readers that
Melville was really mounting an extraordinarily
effective attack against the perverted laws
which allowed so intelligent and resourceful a
person as Babo, leader of the mutineers, no role
except that of a slave. Benito Cereno presents a
wholly legal institution as a betrayal of humanity.
The horrendous and terrifying crimes of
mutiny and murder threaten society, to be sure,
but the society they threaten is thereby revealed
as one that has institutionalized evil.

When we look at the novella in more detail,
we perceive the subtle ways in which Melville
has portrayed his nightmare vision. He says ex-
plicitly that the devices on the oval shield
mounted on the San Dominick1s stern are sym-
bolic. The most prominent medallion among
them shows a masked satyr "holding his foot
on the prostrate neck of a writhing figure,
likewise masked" (p. 70). Who is the op-
pressor, who the oppressed?

The differing responses to slavery of Captain
Amasa Delano and Don Benito Cereno reveal
Melville's psychological profundity. Only a
superficial Candide who sees little harm in the
human soul can maintain his equanimity in a
slave-holding society riddled with injustice.
Delano is described as "a person of a singularly
undistrustful good-nature, not liable, except on
extraordinary and repeated incentives, and
hardly then, to indulge in personal alarms, any
way involving the imputation of malign evil in
man". Melville then adds sardonically:
"Whether, in view of what humanity is
capable, such a trait implies, along with a
benevolent heart, more than ordinary quickness
and accuracy of intellectual perception, may be
left to the wise to determine." His benignity,
indeed, is what enables the Yankee captain to
bear a charmed life, as he smiles and chats his
way among the mutineers. He himself says that
his feelings of "good-nature, compassion, and
charity" conquered his distrust in a situation
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where he might have paid for acuteness with his
life (pp. 67, 168).

But in a profounder sense, this same shallow
optimism prevents him from understanding
Cereno's distress and fatal melancholy after his
rescue. The Castilian has observed that "even
the best man [may] err, in judging the conduct
of one with the recesses of whose condition he
is not acquainted". Don Benito himself, having
become acquainted with those dark recesses in
the microcosmic slave society of the San
Dominick, is now in a position to understand
the mutineers' conduct. It is a knowledge he
cannot live with. When Captain Delano says,
"the past is past; why moralise upon it?" Don
Benito reveals his premonition of death. The
astonished Yankee cries, "You are
saved, . . . you are saved: what has cast such a
shadow upon you?" "The negro", is Don
Benito's response (pp. 168-169). After such
knowledge, what forgiveness? On being
dismissed by the court of inquiry into the
mutiny, he retires to the seclusion of a
monastery, where he dies three months later.

At this point, it is instructive to consider
some comments by Dr. Szasz — who has made
detailed studies of various forms of oppression
— on American slavery and its psychological
consequences, for slave, slaveholder, and aboli-
tionist.161 His perceptions help us to understand
not only Amasa Delano and Benito Cereno, but
also Babo and his followers. Szasz, following
other thinkers, begins by emphasizing the
paternalistic perspective that played an impor-
tant part in justifying slavery. He quotes
Stanley M. Elkins on the comforting stereotype
of the merry Negro slave, happy in his bon-
dage. According to Elkins, "the failure of any
free workers to present themselves for enslave-
ment can serve as one test of how much the
analysis of the 'happy slave' may have added to
Americans' understanding of themselves". The
Yankee Captain Amasa Delano is, of course,
no adherent of slavery; but for that very reason
the stereotypes with which it has infected his
thinking are the more repugnant. Although at
one point he reflects that "slavery breeds ugly
passions in man", he does not consider blacks
as fully human.171 In his view they are almost a
different species from whites; their docility and

contentment are due to their limited minds. He
regards them as rather stupid, inferior beings
specially adapted to make cheerful, loyal and
affectionate personal servants. African women,
he thinks, are tender-hearted but tough, "un-
sophisticated as leopardesses; loving as doves".
The animal imagery in which Delano thinks of
Negroes is revealing. "At home, he had often
taken rare satisfaction in sitting at his door,
watching some free man of colour at his work
or play. If on a voyage he chanced to have a
black sailor, invariably he was on chatty and
half-gamesome terms with him". He "took to
negroes, not philanthropically, but genially,
just as other men to Newfoundland dogs" (pp.
105, 121).

Szasz points out to the contrary that nothing
in the nature of things ordained that Africans
should be slaves. Rather, "the white man who
sailed for Africa, captured the Negro, brought
him to America in shackles, and then sold him
as if he were an animal, created slavery and
slaves". Slavery was not an existential absolute;
it was a particular form of interaction between
oppressor and oppressed, which, like all tactics
of exclusion, could be turned around, with the
former victim becoming the master. But seeing
it in this light had far-reaching implications. It
meant that the dedicated slave-holder, while
paying lip service to the fatuous notion that "a
merrier being does not exist on the face of the
globe than the Negro slave", lived in constant
fear of his violence and revolt. On the other
hand, Szasz indicates that to protest "against
the slave trade would have provoked the hostili-
ty of powerful religious and economic
interests", since the critic of slavery would have
been "at odds with all the tradition and wisdom
of Western civilization". The decent
slaveholder who manumitted his slaves — as he
had to once he faced honestly his oppressive
relationship to them — was threatened with
"expulsion from the community — through
economic pressure or personal harassment or
both". It is this moral dilemma that Benito
Cereno's harrowing ordeal has forced him to
confront — and he can find no solution. After
his rescue, he cannot even look at Babo, and
faints at the trial when he is forced to do so.

But the perception of slavery as an oppressive
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relationship had even more drastic conse-
quences for slaves. It meant, according to
Szasz, that they "had an obligation to revolt
and emancipate themselves". Even the fatherly
Jim in Huckleberry Finn has this attitude. The
young Huck is horrified, as Mark Twain
ironically points out, when his slave companion
reveals that "the first thing he would do when
he got to a free State" would be to save his
money

and never spend a single cent, and when he got enough
he would buy his wife, which was owned on a farm
close to where Miss Watson lived; and then they would
both work to buy the two children, and if their master
wouldn't sell them, they'd get an Ab'litionist to go and
steal them.

It most froze me to hear such talk. He wouldn't ever
dared to talk such talk in his life before. Just see what a
difference it made in him the minute he judged he was
about free. It was according to the old saying, "give a
nigger an inch and he'll take an ell". Thinks I, this is
what comes of my not thinking. Here was this nigger
which I had as good as helped to run away, coming
right out flat-footed and saying he would steal his
children — children that belonged to a man I didn't
even know; a man that hadn't ever done me no harm.
(P. 73)

But the decision that Melville's Babo reaches
is far more terrible, with monstrous conse-
quences. Like Jonathan Swift before him,
Melville recognized that, if the oppressed are
not to internalize their own degradation, they
must fight against it. At the same time, again
like Swift, he realized that the enslaved make
the worst tyrants.181 We learn at the trial that
Babo "had determined to kill his master, Don
Alexandro Aranda, [who had thought his slaves
were so "tractable" they need not be fettered]
both because he and his companions could not
otherwise be sure of their liberty, and that to
keep the seamen in subjection, he wanted to
prepare a warning of what road they should be
made to take did they or any of them oppose
him". We learn also that "all the negroes,
though not in the first place knowing to the
design of revolt, when it was accomplished, ap-
proved it" (pp. 154, 161).

The dauntless Babo was a man of ex-
traordinary intelligence and administrative abili-
ty. He had been, as he says, even "in his own
land . . . only a poor slave; a black man's slave
was Babo, who now is the white's" (p. 90).
Gambling everything on mutiny and murder, he

had achieved a few months' respite from his
debased status. But he had not won
"freedom"; as shackled by slavery as ever, he
simply became the oppressor rather than the
oppressed, still lacking the independence
which, in Szasz's words, would have afforded
him "the luxury of seeing and saying the
truth". His grim fate haunts the reader, a sym-
bol, like the San Dominick's medallion, of
man's inhumanity to man:

As for the black — whose brain, not body, had
schemed and led the revolt, with the plot — his slight
frame, inadequate to that which it held, had at once
yielded to the superior muscular strength of his captor,
in the boat. Seeing all was over, he uttered no sound,
and could not be forced to. His aspect seemed to say,
since I cannot do deeds, I will not speak words . . . .

Some months after [the trial], dragged to the gibbet
at the tail of a mule, the black met his voiceless end.
The body was burned to ashes; but for many days the
head, that hive of subtlety, fixed on a pole in the Plaza,
met, unabashed, the gaze of the whites, (pp. 169 - 170)

What I am suggesting in this paper is that
Benito Cereno, unlike Huckleberry Finn, is in
many ways a precursor of One Flew Over the
Cuckoo's Nest, and that most people can deal
with it more objectively than they can the
modern novel. Both Melville and Kesey had the
courage to attack legal oppression at the very
time when it was most strongly entrenched,
supported not only by law but also by social
custom and economic interest. Although Kesey
has been a member of the prestigious American
Association for the Abolition of Involuntary
Mental Hospitalization, an organization com-
posed primarily of psychiatric and legal profes-
sionals, many people, as the cinematic version
of his novel revealed, have failed to perceive
that it was institutional psychiatry itself he was
attacking. The reactions to both his novel and
its film adaptation illuminate some of the dif-
ficulties Melville was struggling with. Like
Kesey, he had to pick his way gingerly over ter-
ritory strewn with land mines, any one of which
might blow up in his face. In Benito Cereno he
answers a rhetorical question posed by Szasz.
Commenting on Euripides' definition of a slave
as someone who cannot speak his thoughts,
Szasz asks — as the Greek dramatist had not —
"Is a man a slave because he cannot speak his
thoughts, or is he incapable of speaking his
thoughts because he is a slave?" Melville por-
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trayed one of his three main characters as an in-
telligent and resourceful man who could not
speak his thoughts precisely because he was a
slave. Moreover, Babo himself was acute
enough to realize that his status shackled not
only his limbs, but his tongue. Since he could
not speak his mind, he remained silent.

That Melville was honest and courageous
enough to remain true to his vision of evil in the
society he lived in cost him the price of percep-
tive critical recognition of his novella for many
years. Despite the resurgence of interest in his
writing in the 1920s and 30s, Benito Cereno
continued to be misread until the last decade.
Thus Merlin Bowen in 1960 still saw Babo as a
malignant expression of existential evil rather
than the oppressed victim of a legally sanction-
ed social institution. Even today one encounters
curious readings of this story. For example,
while William B. Dillingham's recent study of
Benito Cereno is in many ways penetrating and
sophisticated, its conclusion is skewed by con-
temporary fashionable attitudes toward "men-
tal illness". Not only does Dillingham fail to
deal with Cereno's perception of slavery, after
he has experienced it at first hand, as an op-
pressive institution; he trivializes Melville's por-
trayal of Cereno's vision of this terrible truth as
a "parable of a psychological situation" in
which Babo is subjected to the further indignity
of completely losing his own identity to become
incorporated into Cereno's soul, with the critic
taking up where a slaveholding society left off.
The Spanish Cereno-Babo, who is called
"Dominick" in this interpretation, admits that
he is "mentally ill" and wants to be "normal"
like Delano (now called "Bachelor"). Even
though, through Bachelor, "society with its in-
stitutions" helps him, there is no final "cure
for the patient" because his "mental stability"
has been taken over by madness. Bachelor, "an
ordinary, normal person", cannot understand
"why Dominick could not simply snap back
and be normal once this illness was diagnosed
and the treatment applied".m

One is chagrined to discover a sensitive and
well-informed study of Melville's story
deteriorating into this nonsense at its conclu-
sion. The reason, however, is not far to seek.
Just as slavery in antebellum America

permeated the thinking and imagery of an en-
tire society — including the Yankee aboli-
tionists represented by Captain Delano — so
"mental illness" today, with all its stereotypes,
has become imbedded in contemporary think-
ing to the extent that an able critic like Dill-
ingham is swept up by its capacity for creating
myths. Benito Cereno has had to wait over a
century for any real understanding. But it is
now time to recognize and confront the issues
of human wickedness it explores, instead of
evading them by resorting to the metaphors of
disease. This monumental achievement of
nineteenth-century fiction is awe-inspiring in its
examination of what evil institutions can do to
the ethical standards even of good men.
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"We have no long-term Palestine policy. We do
have a short-term, open-ended policy which is
set from time to time by White House direc-
tives* ' (p. 1222). So wrote a member of the
State Department Policy Planning Staff, Gor-
don P. Merriam, in July 1948. In a much-
awaited volume of the Foreign Relations series,
the truth of Merriam's observation is driven
home.

According to the conventional wisdom, the
United Nations in effect established the state of
Israel, doing so when the General Assembly
voted for the partition of Palestine in
November of 1947. President Truman ardently
and consistently believed in a Zionist state, and
hence was taken aback when Warren R. Austin,
American Ambassador to the Security Council,
in MaYch 1948 announced that the United
States was abandoning partition and suppor-
ting a UN trusteeship. As Margaret Truman
writes in her memoirs (Harry S. Truman, 1973),
the President never formally committed himself
to this plan. Even before the British mandate
ended, Arabs launched massive assaults against
Jewish settlements, never once seeking com-
promise with the Jewish Agency. Although
some Palestinian Jews took the offensive, these
were terrorists of the Irgun and Stern Gang, not
the recognized Zionist forces known as the
Haganah.

The scenario continues. When Truman
recognized the state of Israel in May 1948, do-
ing so as soon as David Ben-Gurion announced
its formation, he did not do so for political
reasons but for humanitarian ones. In fact, he
had already written off New York State, where
many Jews vote, in the forthcoming presiden-

tial campaign. Israel herself, always the vastly
outnumbered party, fought against British-
backed Arab armies to retain her sovereignty,
although in so doing she gained additional ter-
ritory. Fortunately for the United States, she
was — from the outset — not only the "sole
democracy" in the Middle East but a militantly
anti-Communist nation, a country that served
as a bulwark against Soviet penetration of the
Middle East. Palestinian refugees were en-
couraged by their own leadership to leave; in
fact they ignored Jewish pleas that they remain
in the land of their birth. At no time did Arabs
attempt to establish a state on the area allocated
them by partition. Although Israel continually
sought negotiation, the Arab nations would not
even agree to recognize her existence, much less
discuss peace.

The real story, of course, is a far more com-
plex one, and the new Foreign Relations
volume sheds indispensable light on this com-
plexity. The volume itself begins in January
1948, in the wake of the partition resolution.
On November 29, 1947, the General Assembly
had passed Resolution 181, which had recom-
mended (a) the partition of Palestine into Arab
and Jewish states (b) an economic union be-
tween the two new states administered by a
joint economic board and (c) an independent
Jerusalem under UN trusteeship. A UN com-
mission was to supervise Palestine's, transition
from British mandate to two independent naT

tions.
On January 20, 1948, the State Department's

Policy Planning Staff, directed by George F.
Kennan, found partition unworkable. As its
memo noted, increasingly influential Irgun and
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Stern elements within the Zionist movement
were committed to far greater boundaries; the
Arabs of Palestine and the Arab states
vehemently opposed partition, much less the
proposed economic union (although on
November 29, the latter expressed their will-
ingness to accept the principle of a federal state
in Palestine).111 Given Moslem proclamations
of a jihad against the Jews and the irregular
military units being organized in Arab states to
fight in Palestine, war was inevitable. The UN
made no provision for enforcing partition, so
Soviet troops could intervene, causing the
United States in turn to do likewise. America
could well be outflanked in the Eastern
Mediterranean.

The consequences of partition, the document
continued, were ominous. The "more moderate
and intellectual" Arab leaders might be replac-
ed by irresponsible elements; hatred of Zionism
might extend to include all Westerners; Russia
might use the partition precedent to set up pup-
pet regimes in Azerbaijan, Armenia, and
Macedonia; and Jews could be openly harassed
in Moslem countries. Arab regimes could
cancel British and American air bases, cease
pipeline construction (and on February 21 the
Arab League tentatively agreed to deny
American firms pipeline rights until the US
altered its Palestine policy),[2] drastically curb
American trade, and close down United States
schools and missions (pp. 546-554).

While finding "all of us" to blame for the
Palestine imbroglio, Kennan claimed on
January 29 that "the main responsibility will
have to rest with the Jewish leaders and
organizations who have pushed so persistently
for the pursuit of objectives which could scarce-
ly fail to lead to violent results" (p. 580). On
February 24, the diplomat denied that the con-
flict had "direct relation to our national securi-
ty", found "past commitments" of "dubious
wisdom", warned against "domestic
pressures", and called for "a fairly radical
reversal of the trend of our present policy".
Otherwise, he argued, the United States alone
would be immediately responsible for protec-
ting the Jewish population against the Arabs or
witnessing a Russian presence in the area (p.
657).

Other State Department officials were also
skeptical of partition. For example, on January
26, Dean Rusk, chief of the State Department's
UN division, found "serious doubt that there is
legal authority for the United Nations to im-
pose a recommendation of the General
Assembly by force upon the Arab inhabitants
of the proposed Jewish state" (p. 558). And
early in February, George Wadsworth,
American Ambassador to Iraq, told Truman
that Arab leaders were convinced that partition
betrayed America's own principles of "self-
determination and majority rule". Over forty
per cent of the new Jewish state, he said, would
be Arabs "whose ancestors had owned the land
for many centuries" (p. 597).

State Department anxieties could only be
confirmed by the report of Robert B. Macatee,
US Consul General at Jerusalem, dated
February 9. "The Government of Palestine",
he claimed, "is admittedly in a state of
disintegration". Vital government services were
long interrupted, with both Jewish and Arab
communities refusing to compromise (p. 606).
Troops from Iraq and Syria carried out attacks
on Jewish settlements, while Jewish armed
groups took the offensive in Jaffa, Jerusalem,
and Tireh. "Such activities are designed, accor-
ding to the Jews, to force the Arabs into a
passive state", so reported Macatee. The
British, he continued, "cannot get out of
Palestine too soon" (pp. 609-612).

Soon the State Department sought a UN
trusteeship, said trusteeship substituting for
partition and replacing the British mandate un-
til Jews and Arabs could work out a modus
vivendi. If the Policy Planning Staff still hoped
for Arab acquiescence in partition (p. 621), it
still suggested on February 14 that the United
States simply give lip service to the partition
resolution; it should not press the Security
Council for its implementation (p. 629). The
National Security Council, in a draft report
dated February 17, opposed the sending of
American troops to Palestine; partition, so the
NSC claimed, should not be enforced "against
the objections of the inhabitants of Palestine"
(p. 632). The Central Intelligence Agency also
denied that partition could be implemented (pp.
666-675). On February 21, the State Depart-
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ment claimed that the UN Charter did not em-
power the Security Council to enforce partition
(p. 639), and Austin spoke to this effect before
the Security Council (p. 653).

On March 5, George C. Marshall told Austin
to seek a trusteeship in the UN, one lasting until
"the people of Palestine are ready for self-
government". Although the United States, said
the Secretary of State, should not "go on
record as voting against partition", it should
request "the Secretary-General to convoke im-
mediately a special session of the General
Assembly to consider the Palestine question
further" (p. 681). Marshall hoped to embarrass
the Soviets, strong supporters of partition,
declaring that they should be made to show
how partition could be carried out peacefully
when Jews, Arabs and Great Britain were all
taking irreconcilable positions (p. 702). The
Soviet representative to the UN, Andrei
Gromyko, professed ignorance on the topic,
but still did not want the plan modified (p.
734).

Within the White House, however, opposi-
tion to a trusteeship was already developing.
Early in February, Truman had referred to
"the fanaticism of our New York Jews" (p.
593), and on February 19 he assured Marshall
that "we could disregard all political factors"
(p. 633). However, Clark Clifford, Special
Counsel to the President, adamantly stood for
continuing the partition policy. In a memo to
the President dated March 8, he claimed that
"the American people" opposed "acts of ap-
peasement toward the Arabs" and listed
various resolutions endorsing a Jewish
homeland. (In quoting from the Balfour
Declaration, he overlooked portions that pro-
vided continuance of "civil and religious rights
of the existing non-Jewish communities in
Palestine".) Clifford endorsed US cooperation
with an international security force, one that
would draw upon American volunteers; Rus-
sian troops, he said, would comprise no more
than one-tenth of the total unit. Calling for the
lifting of the American arms embargo, he
claimed that such action would give "the
Jewish militia and Haganah, which are striving
to implement the UN decision, equal oppor-
tunity with the Arabs to arm for self-defense".

If the Arab states did not accept partition, he
continued, they should be branded aggressors.

Oil diplomacy, said Clifford, would not be a
factor. "The fact of the matter is that the Arab
states must have oil royalties or go broke", he
wrote, claiming that they could only get the
dollars they needed from the United States. For
example, he maintained, ninety per cent of
Saudi revenues derived from American oil
royalties. Arab states would automatically
spurn Soviet overtures, he went on, acting in
the realization that Russian influence
automatically threatened "their social and
economic structure". On the other hand, col-
lapse of UN authority in Jewish Palestine might
result in unilateral Russian intervention. Hence
the United States should abandon "the
ridiculous role of trembling before threats of a
few nomadic desert tribes". All such advice, he
added, was "completely uninfluenced" by the
forthcoming presidential elections (pp.
690-696).

Further protests came from Moshe Shertok
(later Sharett), head of the Political Depart-
ment of the Jewish Agency, who told Under
Secretary of State Robert A. Lovett on
February 21 that an imposed trusteeship would
merely create Arab violence and fortify Jewish
extremists, while turning all Palestine into a
united Arab state. The Jews, Shertok said,
would be a minority, left to the mercy of the
Arab majority (p. 646). On March 13, Shertok
claimed that Palestinian Jews were ready to
sign "any paper guarantee" that would assure
Arab rights in the new state; however, "they
preferred trust in their good faith and self in-
terest". With so many "Jewish hostages
throughout the world", Jews in Palestine
would be "living in a glass house . . . under the
severe light of world opinion" (p. 716).

Arab alternatives suddenly became visible.
On March 14, some Arab delegates to the UN,
including those from Syria, Lebanon, and
Egypt, claimed that their own states, and the
Arab Higher Committee, would agree to either
a unitary or federalized state, or to trusteeship.
Under the first two schemes, the state would be
ruled by a bicameral legislature, with Jews
equally represented in the Senate; up to 100,000
Jews could enter the new nation each year for
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from two to three years, with a lesser number
admitted each year thereafter (p. 724).

Four days later, the United States, France,
and China called for a trusteeship (p. 740), and
Willard L. Thorp, Acting Secretary of State,
cabled Austin, telling him that the US would
only support enforcement measures connected
with such a policy (p. 742). On the following
day, Austin addressed the UN. Coming out for
trusteeship, he denied that partition could be
enforced peacefully. (On February 16, the UN
Palestine Commission had predicted that unen-
forced partition would result in "uncontrolled,
widespread strife and bloodshed" [p. 631].)
The editors of the State Department volume,
drawing upon both Department memos and
professional historians, imply that Truman had
full knowledge of the trusteeship proposal and
gave it his approval (pp. 744-750).

On April 1, the Security Council endorsed
resolutions calling for both a truce and a special
session of the General Assembly, its task being
to consider the future government of Palestine
(p. 777). On the following day, the State
Department drafted its own trusteeship plan,
one that would assure "the territorial integrity
of Palestine" (p. 779) and use a plebiscite to
ascertain the view of "the majority of the
registered members of both the Arab and
Jewish communities of Palestine". Both com-
munities would have to approve any plan sub-
mitted to the UN (p. 796). To the State Depart-
ment, at any rate, partition was dead, although
Truman publicly declared on March 25 that he
still favored partition for the future (p. 760).

Enforcement factors soon played their role.
Loy W. Henderson, Director of the State
Department's Office of Near Eastern and
African Affairs, warned Marshall that enforc-
ing a trusteeship might require "the shedding of
American blood in Palestine" (p. 756). To
reduce such dangers, Henderson continued, the
United States must avoid "Zionist pressures",
cooperate with the British, defuse the Palestine
issue in the forthcoming presidential election,
end illegal arms smuggling into Palestine, and
bring Jews and Arabs together (p. 757). The
Joint Chiefs, in a memo dated April 4,
predicted that American military involvement
would require 46,000 U.S. troops as well as the

same number from Great Britain. In addition,
it would necessitate early implementation of
selective service, over-extend U.S. armed forces
overseas, and create additional expense (p.
800). On April 19, Secretary of Defense James
A. Forrestal reported that any such troop
allocation would leave no forces available for
other areas (pp. 832-833). On the same day,
Rusk told the General Assembly that the United
States lacked the military capability to fight a
war in Palestine (p. 833). However, Marshall
warned the British ten days later that if Arab
nations invaded Palestine, UN forces would
have to intercede. And if these Arab troops in-
cluded contingents from Transjordan, a British
ally, the United States would hold the United
Kingdom responsible (p. 865). Foreign
delegates to the UN refused to commit
themselves to a trusteeship until America ex-
pressed its willingness to send troops (p. 845).

Things were obviously in limbo. Chaim
Weizmann, president of the World Zionist
Organization and soon to be Israel's first presi-
dent, wrote Truman on April 9. There was, he
said, no assurance that "a trustee is available,
that Arabs or Jews will cooperate, that the
General Assembly will approve an agreement or
that any effective measures can be improvised
by May 15th", the latter being the date that the
British mandate was due to expire. The Jewish
people, he claimed, faced the choice of
"Statehood" or "extermination" (pp.
808-809).

The Zionists obviously planned to go ahead
with statehood. On April 15, Weizmann told
American delegates to the UN that, if there
were ho two-thirds majority in the General
Assembly for trusteeship, the Jews of Palestine
had the legal right to establish their own nation.
The Arabs, he said, were too weak to resist, and
economic needs left them unable to cut off oil
sales to the United States. Touching on a dif-
ferent point, Weizmann claimed that, since the
1920s, there was no possibility of the Jewish
state going Bolshevik (p. 823). When Marshall
told an off-the-record press conference on
April 28 that an armistice had virtually been
reached, Shertok told the Secretary the next day
that the Jewish Agency opposed the proposed
UN truce. It would defer statehood and thereby
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prejudice "our rights and position" (p. 875).
The famous Deir Yassin incident was now

reported. On April 13, the American consul at
Jerusalem cabled Marshall, informing the
Secretary that Irgun and Sternist forces attack-
ed Deir Yassin, an Arab village several miles
west of Jerusalem. "Attacks killed 250 persons,
of whom half, by their [Zionist forces] own ad-
mission to American correspondents, were
women and children", his bulletin said (p. 817).
(Historian Howard M. Sachar calls Deir Yassin
"the most savage" of Zionist "reprisal
actions", as "more than two hundred Arab
men, women, and children were slain, their
bodies afterward mutilated and thrown into a

Then, on May 3, Consul Thomas C. Wasson
reported from Jerusalem that Arab armies had
not yet invaded Palestine; however, thousands
of individual Arabs were fleeing the country.
The recent battle at Jaffa, Wasson claimed, was
started by the Irgun, with the Haganah "taking
over in the midst of battle". (Sachar writes that
when Zionists captured Jaffa on May 14, the
local Arab population of 70,000 fled in
terror.)[4] Referring to both Deir Yassin and
Jaffa, Wasson reported: "Until recently Irgun
started such operations; if successful were con-
tinued by Haganah; if not were repudiated by
responsible Jewish quarters" (p. 890).

On the next day, Robert M. McClintock,
special assistant to Rusk, drafted a memoran-
dum (unsent) to Lovett. The refusal of the
Jewish Agency to accept on-the-spot truce
negotiations, said McClintock, clearly revealed
its intent "to go steadily ahead with the Jewish
separate state by force of arms". If the Jewish
Agency, which had military responsibility,
sought to round out the state after May 15,
"the Jews" would be "the actual aggressor"
against "the Arabs" (p. 894).

Meanwhile, on April 20, Austin called for a
trusteeship in the UN (p. 836), but Henderson
remained anxious. Two days later, Henderson
told Lovett that the Palestine problem should
"no longer . . . be treated as a football of
domestic politics, but as a matter seriously in-
volving the security of the United States". Mar-
shall, he said, should meet with "the outstan-
ding leaders of the Jewish Community in the

United States" and convince them to "prevail
upon the Jews in Palestine to adopt a
reasonable and conciliatory attitude". The
Secretary should also tell Arab representatives
that mass fighting in Palestine would create
"political and economic disaster" in the Arab
world (pp. 841-842).

One of the more interesting documents in the
State Department collection concerns
Marshall's conversation on May 4 with Dr.
Judah Magnes, president of the Hebrew
University in Jerusalem. Magnes, who had long
sought a binational state in Palestine, asked the
United States to impose economic sanctions on
both sides. Calling the Jewish community there
"an artificial development", he predicted that
sanctions could halt "the Jewish war machine"
(p. 904).

But the White House was slowly shifting,
moving eventually in the direction of recogniz-
ing the new Jewish state that Weizmann an-
nounced would be created on May 15. On May
11, Rusk claimed that rejection of a truce by
both parties "cuts the heart out of trusteeship"
(p. 966). At a meeting with various government
advisers held on May 12, Clifford called for im-
mediate recognition of the Jewish state, a sug-
gestion that Lovett termed "a very transparent
effort to win the Jewish vote". The United
States, said the Under Secretary, would be
recognizing a nation while the General
Assembly was still considering the further
government of the whole Palestine area. Mar-
shall warned that if Truman followed
Clifford's advice, he — the Secretary — would
"vote against the President". Truman, acting
over Clifford's objection, endorsed a State
Department resolution to the General Assembly
calling for a truce and a UN Commission (pp.
975-976), whose major task would include
promoting "agreement on the future govern-
ment of Palestine" (p. 979). Truman claimed to
be well aware of "the political risks involved
which he, himself, would run" (p. 976). Far
from being a consistent and enthusiastic cham-
pion of the Jewish state, Truman was obviously
wavering.

Nothing, however, had yet been resolved.
Although the State Department draft resolution
indicated that America no longer saw partition
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as workable (p. 979), Weizmann pointed to the
November General Assembly resolution as
legitimizing the creation of his new nation (p.
982), and on May 12 the United States dropped
support of the trusteeship plan. Clifford soon
began making arrangements with Eliahu Eps-
tein (later Eliahu Elath), director of the Jewish
Agency's political office in Washington, to ex-
pedite American recognition (p. 989), and
Truman recognized the Provisional Govern-
ment of Israel hours after its birth (p. 992).

The State Department, of course, was resting
uneasy all this time. Wasson reported on May
13 that, with the exception of the Irgun attack
on Jaffa and Haganah occupation of certain
areas on the Jerusalem - Tel Aviv road, Palesti-
nian Jews had strictly observed the partition
boundaries. He noted, however, that David
Ben-Gurion, chairman of the provisional
Zionist Council of State, "had always said that
the main aim of Jews was to get all of
Palestine", that Haifa was under Jewish
domination and the former Arab city at Jaffa
now deserted, and that "most representative
Arabs have fled to neighboring countries" (p.
985). On the same day, Marshall told varied
diplomatic offices that internal weaknesses
made Arab activity in Palestine most difficult.
Iraq, he said, had recently suffered from
strikes, neither Lebanon nor Syria had any real
army, the Saudis could barely keep their own
tribes in order, and Transjordan depended on
British officers (p. 983).

It was, however, Truman's recognition that
caused the real consternation. Clifford pointed
to "unbearable pressure" to "recognize the
Jewish state promptly" (p. 1005), while Lovett
feared that the President's action might lose
"the effects of many years of hard work in the
Middle East with the Arabs" (p. 1006). A
General Assembly resolution of May 14,
authorizing a UN mediator for Palestine, had
involved no recognition of either Israel or parti-
tion (pp. 994-995). Henderson stressed that
recognition was de facto; it did not necessarily
involve U.S. commitment to the partition
boundaries (p. 1002).

When the news of Truman's actions reached
the UN, the American delegation saw its labors
for truce and mediation undercut. Marshall

feared that the whole U.S. delegation might
resign en masse (p. 993). On May 19, Austin
declared that recognition had "deeply under-
mined the confidence of other delegations in
our integrity". The "feeling" prevailed, he
continued, that "the Jews . . . violated spirit of
truce effort, and prevented conclusion of for-
mal truce", with the United States tacitly en-
dorsing such violations and thereby harming
the UN effectiveness (p. 1014).

The British were furious. Foreign Secretary
Ernest Bevin told American ambassador Lewis
W. Douglas on May 22 that American recogni-
tion "had cut the ground from under the ef-
forts which we were making, not entirely unsuc-
cessfully, with the Arabs on the bases of these
United States proposals" (p. 1034-1035). Two
days later, Bevin denied that Transjordan's
Arab Legion entered "any part of the area
recommended for the Jewish state by the
Assembly". Furthermore, Legion attacks on
parts of Jerusalem resulted from "the breaking
of cease-fire by the Jews" (p. 1038).

Kennan wrote another one of his analytical
memos, this one expressing "deepest apprehen-
sion over the trend of U.S. policy". He
repeated the warnings of the Policy Planning
Staff that the United States should undertake
no major responsibility "for the maintenance
and security of a Jewish state in Palestine".
Current American actions, he said, "threaten
not only to place in jeopardy some of our most
vital interests in the Middle East and the
Mediterranean but also disrupt the unity of the
western world and to undermine our entire
policy toward the Soviet Union" (p. 1021).
Lovett, in forwarding Kennan's recommenda-
tion to Marshall, concurred (p. 1022).

Israel wasted little time in seeking U.S.
assistance. On May 25, ten days after Arab
forces attacked Palestine, Weizmann sought
American lifting of the arms embargo, declar-
ing that the new nation-state of Israel needed
"anti-tank weapons; anti-aircraft weapons;
planes; and heavy artillery" (p. 1042). In addi-
tion, he desired a loan from the Export-Im-
port bank (p. 1043). The Division of Near
Eastern Affairs declared that Arabs would
perceive the lifting of the embargo as "an
American declaration of war", a move that
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would "immediately evoke hostile and violent
mob reaction against the United States" (p.
1060).

The new nation also wanted "the right kind"
of diplomatic envoy. On May 26, Weizmann
sought full exchange of diplomatic represen-
tatives (p. 1051), and Shertok wanted the
United States to send someone of ministerial
rank (p. 1074). Clifford opposed sending a
career diplomat, preferring, he said, "a big
calibre man of large reputation". When
Truman chose James G. McDonald, a strong
Zionist proponent, as Special Representative to
Israel, Lovett immediately protested. The
Under Secretary was soon informed by Clifford
that the President would brook no opposition
(p. 1311).

Now that the Zionist state was recognized,
the State Department sought modification of its
boundaries. On June 23, McClintock drafted a
"Top Secret" memorandum calling for a new
drawing of boundaries, one that followed the
Peel Report of 1937. McClintock asserted that
Israel's jagged borders ("a portrait by Picasso",
he noted) were "fantastic" in the absence of
economic union with an Arab state. He sug-
gested Israeli control of the coastal area from
Tel Aviv to Haifa, with a considerable portion
of western Galilee included. In turn, Transjor-
dan would receive areas of the Negev allocated
to Israel by partition. Such "freezing" of
Israel's boundaries, McClintock asserted,
would guard "the Arab states against the wider
pretensions of the Jewish revisionists and such
fanatics as those of the Irgun who have preten-
sions to the conquest of Transjordan". Mc-
Clintock also called for Jerusalem's interna-
tionalization under UN auspices: "to allow
Jerusalem to be a Jewish capital", he wrote,
"would incite reciprocal emotion in the Arabs"
(pp. 1134-1138). Acting U.S. representative to
the UN, Philip Jessup, concurred in such
recommendations, to which he added official
international recognition of Israel's de fac-
to control of Jaffa (p. 1166). By September 1,
Marshall had approved the bulk of these
recommendations (p. 1368).

State Department recommendations concern-
ing the Negev and western Galilee were
somewhat similar to those proposals offered on

June 28, 1948, by UN mediator Count Folke
Bernadotte at Rhodes. Bernadotte differed in
that he recommended the inclusion of
Jerusalem into Arab territory (with municipal
autonomy for the Jewish community), further
consideration of Jaffa's status, a free port at
Haifa, and a free air terminal at Lydda (p.
1154). He also called for the rights of refugees
to return home without restriction, review of
immigration at the end of two years, and com-
mon defense and economic cooperation with
Jordan (p. 1153).

Both parties rejected Bernadotte's proposals,
with the Arabs still holding out for a united
state (p. 1192) and Israel particularly fearful of
immigration restrictions (p. 1191). On July 9,
Arab officials formally rejected a truce that
lasted almost a month, and Zionist forces soon
took the offensive, gaining territory in Galilee,
the Negev, and northern Gaza. Israel was
no "David" fighting an Arab "Goliath", as
its committed troops — so a CIA estimate noted
— outnumbered the Arabs over two to one.
"The Jews", said the CIA, "may now be
strong enough to launch a full-scale offensive
and drive the Arab forces out of Palestine" (p.
1244).

In general, Bernadotte was pessimistic. Early
in August, he noted that Israel demanded all
Galilee by right of conquest, a corridor from
Jerusalem to Tel Aviv, and the return of the
Negev, awarded it under the partition provi-
sions. In addition, he learned that Israel would
not negotiate on boundaries as a condition of
the peace settlement (p. 1316).

Jerusalem was a particularly sticky point. On
August 4, Consul General John J. Macdonald
reported that Arab leaders in Jerusalem
favored demilitarization of the city while the
military governor of Jewish Jerusalem was
obstinate in his refusal (p. 1277). The Israeli
government argued in part that Christian indif-
ference to the city justified its control (p. 1286).
Israel, Bernadotte suspected, was merely using
delaying tactics pending the time it could "de-
mand Jerusalem be included in Jewish state"
(p. 1287). Pessimistic concerning Jewish inten-
tions in Jerusalem, Macdonald recommended
that Israeli intransigence be criticized publicly
by both the UN and the US (p. 1302).
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The United States, however, continued to
resist major responsibilities for Palestine, refus-
ing Bernadotte's request for American marines
in Jerusalem (p. 1235). On August 19, Forrestal
told the National Security Council that troop
deployment to Palestine would jeopardize con-
nections to other parts of the world "vital to
United States security" (p. 1322). Both Israel
and Arab forces, so the State Department sug-
gested, should contribute "small well-
disciplined military units . . . -to assist in
demilitarization and to control possible ex-
tremist outbreaks" (p. 1305), also adding that
"Palestinian Arabs should . . . have right of
expressing their views in some manner" (p.
1305).

At this point the refugee issue started coming
to the fore. As Professor Sachar notes, there
were various reasons for the flight, an exodus
that reached nearly 175,000 during the last
weeks of the mandate. Despite Zionist claims,
Sachar finds no evidence for the charge that the
Arab governments themselves called for
evacuation. On the contrary, he notes, the Arab
League told Palestinians to stay put. Once on
the offensive, Israel "encouraged" about
100,000 Arab inhabitants of Lydda, Ramie,
and surrounding villages to flee, often doing so
by spreading tough warnings ahead of them. By
July 9, the number of Arab refugees reached
300,000, proof — writes Sachar — that "the
Jewish republic" was "capable of waging
ruthless and brutal warfare on its own".[5]

The State Department received similar
reports. Aubrey E. Lippincott, Consul at
Haifa, noted on June 23 that Arabs returning
to Haifa were considered aliens. Since they had
to obtain identity cards and swear allegiance to
the Israeli state, the remaining Arabs determin-
ed to leave (p. 1138). Four days later, American
Consul General Macdonald cabled that Sher-
tok, now Israel's Foreign Minister, declared
that Arabs could not return until a general
political settlement was made, an attitude that
— so Macdonald predicted — would only in-
crease refugee bitterness (p. 1151). Upon hear-
ing that Israel would bar 300,000 refugees, Jef-
ferson Patterson, Charge in Egypt, claimed
that "such action can no doubt be justified as
necessary security measure for new state";

however, its application would "convince
Arabs that real intention of Jews is to dispossess
refugee Arabs of property and enterprises in
Israel in order to provide space and economic
opportunities for Jewish immigrants" (p.
1155). Bevin called for international efforts to
settle Jewish refugees elsewhere, so as to
"remove feeling that world is trying to solve
problem, which Arabs had no part in creating,
at expense of Arabs alone" (p. 1249).

George C. Marshall was also disturbed. The
Secretary of State called for gradual Israeli ab-
sorption of Arab refugees, declaring that other-
wise Israel would be giving the impression that
assimilation of Jewish immigrants was taking
place at the expense of the former Arab in-
habitants. Failure to partially repatriate the
refugees "might create difficulties", wrote the
Secretary of State, "for 265,000 Jews per-
manently residing in Arab states" (p. 1311).

Israel, however, remained intransigent on the
issue. Early in August, Shertok told Bernadotte
that Arab refugees would constitute a fifth col-
umn. According to the American Charge in
Cairo, Shertok said that "Economically PGI
[Provisional Government of Israel] had no
room for Arabs since their space was needed
for Jewish immigrants", to which Bernadotte
replied that it seemed anomalous for Zionists to
demand the migration to Palestine of Jewish
displaced persons when they refused to
recognize the refugee problem "they had
created" (p. 1295). Bernadotte himself had
witnessed the seizure of Arab property by Jews
(p. 1295).

State Department concern continued. Noting
the Arab refugees who fled from Haifa on
April 2 1 - 2 2 , and from Jaffa on April 25, and
recalling Jewish promises of safeguards for
Arab minorities, Marshall accused Israel of
"callous treatment of this tragic issue" (p.
1367). Rusk too was concerned, claiming that
"Israel may be using the fate of these unfor-
tunate people to enhance its bargaining posi-
tion". "A substantial number of refugees", he
contended, could be permitted to return
"without prejudice to the domestic security of
the state of Israel" (p. 1332). Epstein, now
representative of the Provisional Government
of Israel, confirmed Rusk's analysis, declaring
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that "this question would be of importance to
them [the Israelis] as a bargaining point" in
negotiations with the Arab states (p. 1347).

By the middle of August, Marshall was
becoming strongly critical of Israel. On August
16, Marshall sent Truman a secret memo in
which he questioned Israel's desire to maintain
a current peace. He listed several factors —
military occupation of much of Jerusalem,
systematic violation of the UN truce, continual
sniping against Arab positions, reception of
arms from France, Italy, and Czechoslovakia
— that cast light on Israeli sincerity, noting as
well Shertok's official proclamation that Israel
would not currently accept those 300,000
refugees who, said Marshall, "fled from their
homes and are now destitute in nearby Arab
areas". Russia, so feared the Secretary of State,
would take advantage of the crisis to "foment
trouble" in Iran and Iraq, while Israeli
hostilities against Trans Jordan might pit the
U.S. against Britain (pp. 1313-1315).

Soviet strategy, as revealed by the Syrian
minister to Moscow Zeineddine to Walter
Bedell Smith, American ambassador to Russia,
remained constant. Continued support for
Israel, commented the Syrian, would lead to
further Arab setbacks, which in turn would
discredit the "ruling classes" in the eyes of their
people. If the Arabs were given no other choice,
they would seek aid from the Soviets (pp.
1370-1371).

Particularly intriguing is the "Jordanian con-
nection". On March 12, in a conference of
Truman and administration officials, it was
learned that Shertok had recently hinted of a
"behind the door" deal with Abdullah ibn
Hussein, King of Transjordan. If Abdullah
took over the Arab portion of Palestine, said
Shertok, the Jews could establish their
sovereign state without any need to make a
truce with the Palestinian Arabs (p. 973). On
January 3, 1949, the State Department con-
tinued its endorsement of a "Jordanian solu-
tion" (p. 1706). At the same time, Lovett
dismissed what he called the "Arab Palestinian
Govt" which, he said, was established without
consulting Arab Palestinians and was
dominated by the Mufti of Jerusalem (p. 1448).

The documents covering Bernadotte's pro-

gress report to the UN, given on September 16,
show how he modified his original proposal by
making concessions to Israel by seeking inter-
nationalization of Jerusalem, deleting
economic union with Transjordan, and assign-
ing all Galilee to Israel. However, his report in-
cluded "the right" of Arab refugees to return
at the earliest possible date. "The Arab in-
habitants of Palestine", Bernadotte wrote,
"are not citizens or subjects of Egypt, Iraq,
Lebanon, Syria and Transjordan, the States
which are at present providing them with a
refuge and the basic necessities of life" (pp.
1401-1406). They also cover Bernadotte's
assassination (pp. 1414-1415) and Marshall's
endorsement of September 21, without White
House permission, of the UN mediator's new
proposals (p. 1416).

Neither side liked Bernadotte's final sugges-
tions. Most Arab representatives stressed that
Haifa, Jaffa, and Galilee recently had a majori-
ty of Arabs (p. 1423). Yet Fawzi Bey, senior
Egyptian delegate to the General Assembly,
made no objection to the existence of the state
of Israel. The Arabs, said Bey, no longer
desired a unitary state in Palestine; indeed
negotiations with Israel could begin once the
Arab refugees were permitted to return home
(pp. 1424-1426). Israel, too, opposed the
plan, with Shertok claiming that Israel needed
an "adequate area in which to live and grow"
(p. 1453). All of Galilee, he told Marshall on
October 5, was needed for defense, while the
Negev was essential for absorbing immigrants
(p. 1453).

Despite Marshall's endorsement, the White
House warned against accepting the Bernadotte
plan in its entirety. Clifford called Lovett from
Truman's campaign train in Tulsa on
September 29, telling the Acting Secretary of
State that "pressure from the Jewish groups on
the President was mounting and that it was as
bad as the time of the trusteeship suggestion"
(p. 1430). In a secret memo dated September
30, McClintock quoted Lovett to the effect that
disavowing Marshall "would impugn the in-
tegrity of the United States" (p. 1438). On the
same day, McClintock — noting the heavy
Zionist pressure for the partition boundaries —
claimed that the United States would have to
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concede most, if not all, the Jewish settlements
in the Negev to Israel (p. 1439).

When Lovett attempted to secure Truman's
approval of the Bernadotte plan, the President
at first endorsed it, doing so on October 10.
However, on the following day, White House
advisers vetoed it (p. 1466). The British, who
wholeheartedly backed the Bernadotte pro-
posal, soon vfound America backsliding, for
Lovett began hinting at "minor modifications"
(p. 1469). On October 15, Lovett — in what
was a transparent political move — instructed
the American UN delegation at Paris to "let
others do the talking" (p. 1471). Three days
later, the Acting Secretary received a request
from Truman, personally delivered to his
Washington home by Clifford, ordering
American UN delegates to avoid any action on
Palestine without Truman's personal
authorization. UN debate, the President said,
must be deferred until after the election (p.
1490). Forrestal soon accused Clifford and
David Niles, Administrative Assistant to the
President, of using the Palestine issue for
"squalid political purposes" (p. 1501).

Hence, when Fawzi told Austin on October
17 that Israeli forces, in violation of the current
truce, took military initiative in the Negev, the
State Department merely replied that the
United States would take no unilateral
measures (p. 1492). Fawzi replied in turn that
the situation was rapidly deteriorating, with the
U.S. appearing "to be waiting on SC [Security
Council] action instead of stirring SC into ac-
tion". Egypt and Arab societies, he continued,
were facing severe disruption, with "far-
reaching repercussions" possibly in the offing
(p. 1500).

Early in the presidential campaign, it ap-
peared as if both parties would follow a bi-
partisan approach to the Palestine question. On
October 2, Lovett reported a conversation with
John Foster Dulles, leading foreign policy ad-
viser to Republican presidential candidate
Thomas E. Dewey and member of the U.S.
delegation to the General Assembly then
meeting in Paris. Lovett warned Dulles against
Zionist efforts to play off "one party leader-
ship against the other in the contest for votes",
as such behavior could only subject America to

"contempt, acrimony and ridicule" in the
General Assembly. Dulles claimed to under-
stand the situation, promising to do all he could
to influence the Republicans toward modera-
tion (pp. 1448-1449).

However, not long after, candidate Dewey
publicly repudiated the Bernadotte plan, doing
so on October 23 when he backed the partition
boundaries (p. 1507). Immediately Clifford —
and Lovett also — urged Truman to reaffirm
his support of the Democratic platform, said
statement endorsing the partition boundaries
and claiming that all modifications should be
subject to Israeli (but not Arab) veto (p. 1503).
Truman did so on October 24, stressing that
any boundary modification must be "fully ac-
ceptable" to Israel and promising to expedite
loans to Israel as well (pp. 1513-1514). Clif-
ford rejoiced in the new campaign moves, say-
ing that Dewey's initiation was "the best thing
that has happened to us to date" (p. 1509).

During all this time, Israel was gaining ter-
ritory in the Negev, going down as far as Beer-
sheba (p. 1509). In the maneuver known as
"Operation Ten Plagues", it broke the truce
line of October 14. Israel, in fact, had
dynamited her own trucks to create the incident
needed for her troops to move swiftly. On Oc-
tober 23, Lovett acquiesced in Israeli domina-
tion of the northern Negev (p. 1508), although
Marshall found it a "serious mistake" to
publicize America's support. Public exposure,
he said, would threaten General Assembly en-
dorsement of the Bernadotte plan, harden
Israeli desires to capture the entire Negev, and
harm relations with Egypt, then losing major
strongholds there (p. 1515). Ambassador
Douglas feared that America's new Negev
policy would play into Soviet hands, for it
would destroy any chance for a Palestine settle-
ment that year (p. 1516). The American
delegates to the UN, he said, could not even
mention the Negev without "giving the appear-
tance of condoning Israeli military aggression
across UN truce lines", and thereby creating
"cynical reactions" in other countries. The en-
tire Palestine situation, Douglas maintained,
was "probably as dangerous to our national in-
terest as is Berlin" (pp. 1516-1518).

On October 26, UN mediator Ralph Bunche,
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successor to Bernadotte, ordered all troops
back to the October 14 truce line (p. 1518). The
British sought a Security Council resolution
that would levy sanctions upon any defiant na-
tion (p. 1525), although Lovett warned that the
U.S. needed specific presidential approval
before it could cooperate (p. 1523). On October
29, Shertok told Marshall that, even if the
Security Council ordered Israeli compliance,
Israel could not leave newly-occupied lands.
Accusing Eygpt of "wanton aggressive-
ness . . . in invading Palestine ter-
ritory" and pleading "self-preservation", he
called withdrawal an "act of suicide" (pp.
1526-1527).

Under such circumstances, fighting could on-
ly continue. On November 3, Marine Brigadier
General W. E. Riley, chief of the U.S. truce
observers, reported to Bunche that both sides
were violating the truce, with "this attitude
most pronounced in the Jews". Arab forces,
Riley said, generally "have endeavored to com-
ply with the cease fire"; their violations, he
continued, consisted of retaliatory action. On
the other hand, "willful and premeditated
violations of the truce by the Jews are now
routine". Israeli forces were far superior to all
enemy troops and "could undoubtedly clear all
of Palestine of Arab forces in a relatively short
time" (p. 1541).

On October 29, the Security Council ad-
journed without voting on the Negev. Lovett,
noting how the American elections affected UN
conduct, wryly wrote, "Am told removal
restrictions on normal procedures may be ex-
pected next week when silly season terminates"
(p. 1528). On a more serious note, he told Mar-
shall that "our past experience with formally
approved positions and institutions which are
subsequently and suddenly altered or revoked is
dangerous and intolerable" (p. 1534). His con-
cern was undoubtedly heightened when
Truman ordered the American delegation to
abstain on any UN vote, indeed to avoid taking
any position on Palestine before election day
(p. 1535). On November 4, the day after
Truman was re-elected, the Security Council
asked the belligerents — with American ap-
proval — to return to the truce line of Oc-
tober 14 (p. 1546).

After the American people went to the polls,
Israel still remained intransigent. Weizmann,
congratulating the President on his election vic-
tory, claimed that "sheer necessity compels us
to cling to the Negev". Furthermore, he accus-
ed the British of using Arab states as "hired
assassins" (pp. 1550-1551). (Denying such
claims as Weizmann's, Ambassador Douglas
maintained that "the meticulous observance by
the British of the arms embargo . . . had reduc-
ed the Arab forces and the Arab Legion to a
state of almost complete impotence" [p.
1537].Even British military installations at Am-
man and Iraq, wrote Douglas on November 12,
receive no English war materials [p. 1571].)

At this stage, Truman refused to back Israel
totally. On November 10, he told Douglas and
Lovett that support for partition boundaries by
no means implied that the United States would
support Israeli claims to Jaffa and western
Galilee. However, he said, Israel "might well
consider relinquishing part of the Negev to
Arab States as quid pro quo for retaining Jaffa
and western Galilee" (p. 1565). Yet on
November 28, when Truman wrote Weizmann,
he spoke somewhat differently. In a letter
drafted by Niles, the President deplored any at-
tempt to take the Negev from Israel and pro-
mised the nation low-term loans. He predicted
General Assembly backing for the American
position, which involved opposing "any ter-
ritorial changes in the November 29th [1947]
resolution which are not acceptable to the State
of Israel" (p. 1633).

American diplomats were learning how
unbending Israel had become. On November
10, Lovett met with Epstein and Michael Com-
ay, Israeli representative to the UN. Comay,
while welcoming any armistice, opposed both
Bunche's suggestion of demilitarized neutral
zones and the Security Council call for leaving
recently-captured areas. Epstein admitted that
the forthcoming Israeli elections made his
government oppose withdrawal. Extremists,
"still an important and dangerous element",
might turn to Russia. Lovett saw Israel facing a
choice: she could either lay claim to western
Galilee and Jaffa, or justify domination of the
Negev "on the grounds of right and justice"
bestowed in the partition resolution. She could
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not do both. Comay replied that he considered
territory allotted by the partition resolution "as
belonging to Israel by right, and considered
that the territory militarily occupied outside
this area could be a matter for discussion".
However, Epstein backed Lovett's position,
declaring that Israel wished to abide by UN
decisions and negotiate directly with the Arabs
(pp. 1562-1563).

The Cold War again entered into the
Palestine controversy. In a conversation be-
tween Marshall and Shertok on November 13,
the Israeli foreign minister claimed that his
government sought to "steer a middle course"
between the U.S. and the U.S.S.R. Although
"many Israelis" wanted to "go along with the
Russians", American support for Israel's posi-
tion on negotiations, an armistice, and im-
mediate admission to the UN would counter-
balance such sympathy. (Weizmann pointed to
a "dangerous" Russian influence if Israel was
forced to "surrender" the Negev [pp.
1606-1607].) Marshall in turn told him that
Israeli arms purchases from Soviet-dominated
Czechoslovakia increased Arab fears, and that
open Israeli flouting of UN resolutions would
affect her membership in that body, U.S. loans,
and American de jure recognition (pp.
1577-1580). On the following day, Shertok
wrote Marshall, claiming that when such "fun-
damental national interests" as the Negev were
at stake, Israel had "no choice" but to ignore
the Security Council (p. 1561). He found
himself "deeply alarmed by the apparent deter-
mination to pursue the November 4th line to
the bitter end" (p. 1582).

On November 15, the American delegation to
the UN drafted a resolution on Palestine. It
called for acceptance of Israel as an indepen-
dent state, opposed any new General Assembly
resolution on boundaries, and endorsed UN
control of Jerusalem and a UN conciliation
commission. "Arab Palestine standing alone",
it continued, "could not constitute a viable in-
dependent state". Hence, it should "be
transferred to one or more of the neighboring
Arab states through the process of negotiation
conducted by a UN conciliation commission,
taking into account the wishes of the in-
habitants of Arab Palestine" (p. 1596). Mc-

Clintock protested, declaring that the paper ig-
nored almost all of Bernadotte's proposals and
challenged Truman's desires as expressed on
November 10 (p. 1600). On December 7, Ben-
Gurion told Bunche that despite the Security
Council resolution of November 4, which called
for a truce and withdrawal from the Negev, he
would not comply until Egypt was prepared to
negotiate (p. 1653).

As winter approached, the State Department
received hints of Arab bending. On November
10, Stanton Griff is, American ambassador to
Egypt, reported that King Farouk favored
direct negotiations with Israel (p. 1561). Then,
a week later, British officials claimed that
Arabs would back the Bernadotte plan provid-
ed the UN would assume responsibility for firm
frontiers. The recent Israeli military success, so
British officials feared, worsened prospects for
talks, for at the outset of any such conversa-
tions, the Arabs would be bargaining "under
duress". Sir Orme G. Sargent, British Perma-
nent Under-Secretary of State for European
Affairs, feared "another Munich", with the
powers selling "Abdullah down the river for
the sake of specious peace" (p. 1602).

The British were equally disappointed in
American policy. According to Ambassador
Douglas, Truman's statement of October 24
undercut British - American cooperation con-
cerning Israeli boundary changes. Bevin in fact
considered Bernadotte's proposals weighted
against the Arabs, backing them only because
Britain had hoped to "stand shoulder to
shoulder" with the United States in pushing a
general solution through the General Assembly.
The United Kingdom was particularly concern-
ed about the Negev. Not only did it serve "like
a dagger blade dividing the Arab world"; Israel
would obtain virtually all the arable land in
what had been a predominantly Arab area (p.
1611).

British anxieties were soon realized. On
November 20, Jessup qualified "general" U.S.
agreement with Bernadotte's report by declar-
ing that any modification of partition boun-
daries must be acceptable to Israel, and
needless to say, the British reacted unfavorably.
Jessup did declare that the Palestinian refugees
should "be permitted to return to their homes,
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with adequate compensation to those who
chose not to return*' (p. 1617).

On December 22, Israel again violated the
Security Council truce resolution, this time by
the Negev move known as "Operation Ayin".
Israel acted, claimed Truman's Special
Representative McDonald, because of a con-
tinued Egyptian threat to its south, financial
strain, and the belief that only by such efforts
could she gain "the territory in the-Negev allot-
ted under partition" (p. 1689). Lovett drafted a
cable to McDonald, which was not sent, declar-
ing that if Israel had indeed violated the truce,
it could not be categorized as a "peace-loving
state" and the United States would be forced to
review support for her UN application (p.
1690). The British desired American coopera-
tion for a Security Council resolution, one that
would set a truce and time limit for Israeli
withdrawal to her position of October 14 (p.
1691). Although the United States abstained in
the voting, doing so along with Russia and the
Ukraine, the British proposal passed eight to
nothing (p. 1699).

During this time "the Jordanian connection"
took a new twist. On December 29, Sir Alec S.
Kirkbridge, British minister to Transjordan,
reported that Elias Sassoon, former head of the
Oriental Section of the Jewish Agency, and Col-
onel Moshe Dayan, commanding officer of the
Israeli forces in Jerusalem, met with Adbullah
el Tel, Trans Jordanian representative. Accor-
ding to Kirkbridge, the two Israelis told Ab-
dullah that Israel was no longer interested in a
mere armistice and that Transjordan must
choose "either peace or war". Kirkbridge
feared that unless Transjordan immediately
agreed to peace negotiations, Israel would at-
tack Iraq, thereby rendering Transjordan
helpless (pp. 1699-1700).

The United States suddenly took a tough
position, with McDonald instructed to meet
with Ben-Gurion and Shertok. Israel, said
Lovett, must withdraw from Egyptian territory
and abandon her "threatening attitude"
towards Transjordan or face "a substantial
review" of American policy (p. 1704). Israel,
Shertok responded, had no intention of seizing
Egyptian territory and sought an armistice with
Transjordan. McDonald reported the im-

mediate withdrawal of small Israeli units from
the Egyptian side of the frontier (p. 1706).

Because the volume ends on the last day of
December, readers might not realize that cease-
fires took place early in 1949, with Israel's
boundaries extending well beyond those outlin-
ed in the partition resolution. On January 19,
1949, the White House announced a hundred
million dollar loan to Israel, and six days later
the United States extended de jure recognition
to Israel. The Palestinian war radicalized
several Arab regimes, with a military coup in
Syria in 1949, Abdullah assassinated in 1951,
and Farouk overthrown in 1952.

The volume challenges recent claims made by
Clifford, in material containing little documen-
tation, to the effect that Truman never aban-
doned support for partition. Concerning the
May 12 meeting, at which Truman supposedly
backed Marshall and Lovett over Clifford, the
former Special Counsel asserts that the Presi-
dent "simply did not want to embarrass
General Marshall in front of the others". Clif-
ford further maintains that various experts on
the UN Charter found the Security Council
having the authority to partition Palestine, that
the State Department's Office of the Legal Ad-
viser recommended an arms embargo on certain
Arab states and the arming of a Jewish militia,
and that he personally convinced Lovett of the
wisdom of recognition before it was announc-
ed.

Clifford also finds "a note of anti-Semitism"
in efforts of unnamed revisionists who see
recognition as a partisan move, but he offers no
evidence for this charge. (He does deny that the
State Department or Forrestal were anti-
Semitic.) He cites Arab "violence", though
mentioning none by Zionists. He claims that
politics played a minor role in Truman's
recognition, for in May 1948 party strategists
had already "written off" New York. Needless
to say, he is silent about his own role in the fall
campaign.171 Thomas Paterson, reviewing the
Foreign Relations volume in the American
Historical Review, finds Clifford disingenuous,
and this historian can only concur.181

The volume also challenges observations
made by Ian Bickerton, particularly
Bickerton's claim that Truman's actions
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between May and November, 1948 do not suggest
a course based on political expediency".191

However, it supports the interpretation made
by John Snetsinger, who explains Truman's
moves in light of the " Jewish vote". Snetsinger
notes a memo, written in Clifford's own hand-
writing, to the effect that on March 8, 1948,
Marshall informed Austin that Truman had ap-
proved trusteeship. Concerning the controver-
sial May 12 meeting, Snetsinger finds Clifford
telling Truman not to pass up the opportunity
to recover his reputation in the Jewish com-
munity. Throughout the whole campaign, Snet-
singer notes, Clifford was in constant touch
with Israel supporters.1101

Finally, at long last, we can begin to make
our appraisals not on the basis of self-serving
interviews and memoirs, in which selective
memory is far too often at work, but on the
basis of primary sources. For this we are in-
debted to the Historical Division of the State
Department, for their volume is both thorough

and timely, indeed indispensable to our
understanding of the diplomatic process.
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PUBLIC EDUCATION DILEMMA*

ROBERT H. CHAPPELL
Professional Teacher Program, University of Maine

Public schooling has become a prodigious
bureaucratic institution that operates as a
rigorous maintenance system. Its function is to
inculcate the masses with acceptable ideologies
and to weed out dissenters whose recalcitrant
behavior and spontaneity are viewed as
dangerous to the democratic tenets of the
United States. As compulsory attendance laws
surfaced and were enacted, the educational
monolith became ever more securely entrench-
ed in American society. Public education has
become a breakwater interrupting the dynamics
of inquiry, dissent and innovation which are
essential to democracy and to the human condi-
tion.

In light of the above it seems timely to
reevaluate the historical critiques of public
education that apparently have largely been ig-
nored, misinterpreted and misconstrued. A
revitalization and reexamination of the major
criticisms of the 19th and 20th century anar-
chists could provide a catalyst which might
revitalize the arrested development of
American education and life.

The major anarchist critics of education,
William Godwin, Peter Kropotkin, Pierre-
Joseph Proudhon, Mikhail Bakunin, Francisco
Ferrer, Leo Tolstoy and Max Stirner, all believ-
ed to varying degrees that man was essentially a
benign creature with a potential for goodness.
However, they suggested that the habits and in-
stitutions of authority manifested in
economics, politics, education, and in some
•The original version of this article was prepared for the
Summer Research Seminar on the Opponents of Public
Schooling, held in New York City, June - August 1977, and
sponsored by the Center for Independent Education and
the Center for Libertarian Studies.

cases religion, only served to warp the natural
goodness and wisdom that is the essence of man
and mankind. Consequently, significant educa-
tional change must express the natural sen-
timents of an unstructured mass who, through
the association and utilization of intellectual
communes and cooperatives will arrive at a new
synthesis — a new direction for American
education.

This paper will be primarily concerned with
identification and documentation of the educa-
tional viewpoints espoused by the European
anarchists of the nineteenth century. A second
section will highlight the ideas of two of the
prominent contemporary opponents of public
schooling, Ivan Illich and the late Paul Good-
man. Following this, a third section will at-
tempt to depict the commonalities between the
European precursors and the contemporary
"deschoolers".

William Godwin (1756-1836) is considered
to be the first European to develop a com-
prehensive anarchistic critique in his Enquiry
Concerning Political Justice (1793). His blatant
attack on government, which he viewed as an
unnecessary evil that should be introduced as
sparingly as possible, and his belief in man's
capacity to develop his intellect independently,
were to form the foundations of the anarchistic
tradition.[1] His ideal society was egalitarian
and completely anarchistic, but his abhorrence
of violence precluded revolution as a means to
this end. Godwin tolerated the idea of a loosely
knit democracy as a transitory phase evolving
into an ultimately stateless society.

Godwin's opposition to a system of national
education was based upon a maxim of the

357
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Enlightenment — social progress could only
come about through the development and ap-
plication of human reason. Godwin believed
that human reason and individuality were anti-
thetical to a state controlled educational
system which would serve to bolster the power
of the political machinery of the state.

. . . the project of a national education ought
uniformly to be discouraged on account of its obvious
alliance with national government. This is an alliance
of a more formidable nature than the old and much
contested alliance of church and state. Before we put
so powerful a machine under the direction of so am-
biguous an agent, it behooves us to consider well what
it is that we do. Government will not fail to employ it,
to strengthen its hands, and perpetuate its
institutions.121

Godwin also dismissed the possibility of the
participation of the church in education. The
church was, an antiquated and dogmatic institu-
tion that indoctrinated the masses with ideas
that were static and restrictive.

. . . even in the petty institutions of Sunday Schools,
the chief lessons that are taught are a superstitious
veneration for the Church of England, and to bow to
every man in a handsome coat. All this is directly con-
trary to the true interests of mankind. All this must be
unlearned before they begin to be wise.131

Godwin's understanding of the Sunday
Schools' role in education is worth noting. In
Burton Pollin's thesis, Education and Enlight-
enment in the Works of William Godwin, the
author indicates that there is room to believe
that the English Sunday Schools, set up by
Roger Raikes of Gloucester in 1780, were in-
tended to imbue poor children with a sense of
discipline through religious and elementary
education. After the development of the Sun-
day School unions (1785), these schools were
widely regarded as institutions of social control
that did not in any way limit the cheap supply
of child labour.[4]

Godwin's intense polemic against the pro-
ponents of national education (e.g. George
Dryer, Mary Hayes, Thomas Paine, Edmund
Burke) dismissed the argument that a national
system could be defended as supplying the
citizen with a rudimentary appreciation of the
law. Godwin believed that just law was self-
evident to the rational man and could be diff-
ferentiated from the technical law manufac-
tured and interpreted by the courts. The train-

ing in these technical aspects of law would be
superfluous within a proper condition of society.
Because this condition of society was an ideal
and not yet a reality, Godwin conceded a
limited role of social control to the government.
In his ongoing argument against national
education, he declared, in the second edition of
Enquiry Concerning Political Justice (1796),

It is not the business of government . . . to become the
preceptor of its subjects. Its office is not to inspire our
virtues, that would be a hopeless task; it is merely to
check these excesses, which threaten the general securi-
ty.151

Godwin was not inclined to deny the urgent
need to improve literacy and to develop a wider
and a deeper culture in society. He felt that this
could be accomplished through the use of
literature16] and through voluntary discussion
groups led by cadres of the enlightened which
would disperse knowledge by educating an ever
increasing number of people. Needless to say,
the Government and the Church would have no
part in this voluntary undertaking.171

Godwin detected an inherent problem in his
informal and voluntary system of education.
He pointed out that it would be difficult to find
a substantial number of enlightened teachers
for most had been indoctrinated by the
teachings of Church and State. Apart from a
small group of friends who shared his educa-
tional views (Thomas Holcroft, a liberal
novelist and playwright; David Williams, a
spokesman for advanced educational views in
Lectures on Education, and a handful of
others[8]),the vast majority of pedagogues were
imbued with a sense of servility to the state, in
Godwin's opinion. It should be noted that God-
win did make some limited concessions to
public education in his essay of "Of Public and
Private Education" in The Enquirer; Reflec-
tions on Education, Manners, and Literature
(1797).l9] These concessions on the advantage
of the socializing aspects of public schooling as
opposed to private education, could have been
prompted by Godwin's realization that the
enlightened teacher was an endangered species.
It is more likely that his partial acknowledge-
ment of public education was due to the public
opinion of the time (1797). Because of the
dismal failure of the French Revolution, which
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had resulted in autocratic rule by a vicious
oligarchy, most of the antigovernment
literature espousing individual freedom was
considered by many to be insidious. In
February, 1793, An Enquiry Concerning
Political Justice was considered by many to be
a major philosophical treatise worthy of praise.
But by the end of the Terror in 1794 and cer-
tainly by 1797, Wordsworth, Coleridge and the
great majority of the English intellectual com-
munity had turned against both the revolution
and Godwin's anarchism.

Godwin's partial acknowledgement of public
education could also have arisen from the in-
fluence of his wife Mary Wollstonecraft whom
he met in 1791 and married in March of
1797.[10] Mary Wollstonecraft was a proponent
of free government coeducation, the central
idea of her major work, A Vindication of the
Rights of Women (1792).

However, the major anarchistic tenets
developed in Political Justice (1793) later reap-
peared in The Enquirer. The educational revi-
sion that appeared in the latter can be simply
explained as a concession to Godwin's
critics,1111 since his attack on national educa-
tion was not deleted in the second and third edi-
tions of Political Justice in 1796 and 1798.

Godwin's views on education can be sum-
marized as follows: the instrument for moral,
political and basic education cannot be
associated with any government or eccle-
siastical institution, nor can this education
be carried out by any educational bodies
whether secular or religious. Education can
only be developed by social interaction and
communication guided by groups of enlightened
preceptors who will investigate a variety of
topics and share their conclusions. "Their
hearers will be instigated to impart their ac-
quisitions to still other hearers, and the circle of
instruction will perpetually increase. Reason
will spread, and not a brute and unintelligent
sympathy."1121

William Godwin's radical critique of society
and national education appears to be relatively
benign when compared with the thoughts of
Max Stirner (1806-1856). In his profoundly
original monograph, The Ego and His Own
(1844) Stirner lashed out at any and all forms of

authority and indoctrination.
Just as the schoolmen philosophized only inside the
belief of the church . . . without ever throwing a doubt
upon this belief; as authors fill whole folios on the
State without calling in question the fixed idea of the
State itself, as our newspapers are crammed with
politics because they are conjured into the fancy that
man was created to be a zoon politician — so also sub-
jects vegetate in subjection, virtuous people in virtue,
liberals in humanity, without ever putting these fixed
ideas of theirs to the searching knife of criticism. Un-
dislodgeable, like a madman's delusion, those
thoughts stand on a firm footing, and he who doubts
them — lays hands on the sacred.1131

Stirner's central argument was the ownership
of self which can be described as absolute in-
dividuality. To Stirner, liberal humanism was
as dangerous as any form of government for it
had become the church of the secular age and
therefore suppressed individual initiative and
freedom of will. Stirner's critique of education
follows suit. The implicit danger of educational
methodology was that the internalization of
knowledge served to control the will of the in-
dividual when, in fact, the opposite should oc-
cur. Knowledge should be used by the in-
dividual when, in fact, the opposite should
occur. Knowledge should be used by the in-

In The False Principle of Our Education
(1842), which appeared in Karl Marx's paper
Neue Rheinische Zeitung, Stirner indicated that
knowledge and the school were synonomous
with life. The free man would educate himself
through unstructured experiences, since any
pedagogical influence would impede the path to
freedom and result in a state of submissive-
ness.1141 Stirner made a distinction between the
free man and an educated man. The educated man
was subservient to his thoughts which were
dominated by acceptable social values dictated
by the state. The free man or egoist was respon-
sible only to his individual will. The will was the
master of his knowledge and thoughts.

Within a historical context Stirner argued
that, following the Reformation, the exclusive
humanistic mode of education based on the
classics raised its beneficiaries above the masses
who regarded the educated man as an authori-
ty.

. . . education as a power, raised him who possessed it
over the weak, who lacked it, and the educated man
counted in his circle . . . as the mighty the powerful,
the imposing one: for he was an authority.1151
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The development of universal schooling
which arose out of the age of the Enlightenment
mitigated the authority that had been given to
the classical scholar. This new system of
popular education was based upon a practical
and useful curriculum that was designed to
prepare the citizen for an operative life. Stirner
rejected the humanist approach because of its
explicit master-slave connotation. However,
universal schooling was as dangerous to the
quest for a free will as was its historical
predecessor. The authority manifested in public
schooling was not based upon the possession of
classical knowledge but rather upon the
authority of a "practical and useful" ideology
— pragmatism. Stirner believed that the
socialization process in a system of national
education was abhorrent. For any metaphysical
veneration (in this case the worshipping of
pragmatism) would impede if not extinguish the
natural development of an egoist's free will.
Universal education, under the guise of
pragmatism, was a refined system of indoc-
trination that maintained the authority of the
State. This process of inculcation centered
upon the teacher - student relationship. The stu-
dent's freedom of will was sacrificed to an in-
creasing belief that beneficial education was in-
extricably linked to the expertise of teacher and
institutions.1161

Stirner unequivocally denounced any institu-
tionalized form of education. He would have
rejected those attempts at reforming institu-
tionalized schooling that held on to the con-
cepts of the teacher and the school (e.g. Ferrer's
Modern School, Tolstoy's Yasnaya Polyana,
etc.). Stirner's concept of education was direct-
ly related to the idea of unrestricted self
development. Education was life and socializa-
tion was a product of culture not of the schools.

Mikhail Alexandrovitch Bakunin (1814-1876)
is considered by many to be the father of the
contemporary ideology of anarchy, at least in
its collective sense. Bakunin was an ardent
revolutionary, who not only professed a doc-
trine of collective anarchy but also actively par-
ticipated in the 1848 revolutions in Paris,
Dresden and Prague as well as the insurrection
in Lyons following the Franco-Prussian war.
Bakunin was profoundly affected by Pierre-

Joseph Proudhon's political conception of
federated producers' cooperatives that would
spontaneously arise from below. This concept
was reiterated by Bakunin in his work Statism
and Anarchy (1873):

We believe that the people will be happy and free only
when they build their own life by organizing
themselves from below upwards, by means of
autonomous and totally free association, subject to no
tutelage but exposed to the influence of diverse in-
dividuals and parties enjoying mutual freedom.'171

Bakunin rejected national education as it ex-
isted before the coming anarchist revolution.
His reason was that a national system of educa-
tion served the interests of the state and not of
the people. These interests were essentially
socio-economic as the government acted to
preserve the disparities of wealth and class in a
country.

This [governmental oppression of the working class] is
the sole aim of a governmental organization, of the
permanent conspiracy of the government against the
people. And this conspiracy, openly avowed as such,
embraces the entire diplomacy, the internal ad-
ministration — military, civil, police, courts, finances,
and education — and the Church.'181

Bakunin believed that society, in a natural
state, was a collective humanity independent of
all control. Bakunin's understanding of society
as a mutual interdependence of individuals,
voluntarily cooperating in all endeavors, was
later to become a central theme in Peter
Kropotkin's anarcho-communism. Bakunin
propounded the idea that the only necessary
authorities for man were the laws of his own
nature and those of the environment. And since
in the ideal society no other form of compul-
sion would be permissible, man must under-
stand these natural laws of society and the en-
vironment.

The principal function of the post-
revolutionary society would be to educate its
members in order to preserve the harmonious
and effective operation of the new social order.
Bakunin's educational scheme was to be based
upon a scientific inquiry into nature and
society. He gave it the name of integral educa-
tion for it encompassed both the theoretical and
practical aspects necessary for the fullest
development of an individual's potential.1191

The programme of integral education was sub-
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divided into three areas of inquiry, each one a
requisite for the next. The first area was a
theoretical study of the sciences, which would
teach each individual the rudiments of the
scientific method. After the individual had
gained a general understanding of science, he or
she would select a specific field in which to
undertake a concentrated study. The second
part of Bakunin's proposal was to be technical
training where each individual would be taught
a useful vocation. Following this, a third area
was concerned with the study of morals and
ethics.

Alongside of scientific and industrial education there
will necessarily be a practical education, or rather a
series of experiments in morality, not divine but
human morality. Divine morality is based upon two
immoral principals, respect for authority and con-
tempt for humanity; but human morality, on the con-
trary, is based upon contempt for authority and
respect for freedom and humanity.1191

Bakunin's system of education was
unavoidably compulsory for he believed so long
as there existed two or more degrees of educa-
tion in society this would result inevitably in
class distinctions. He did not deny that some in-
dividuals were naturally endowed with a greater
propensity to learn, but he felt that these
natural differences were exaggerated and that
most of them could not be attributed to nature
but to the educational differences prevailing in
the existing society.Immediately following the
revolution, Bakunin admitted, his system of in-
tegral education would not maintain the then
current level of scientific exploration and
discovery but it would greatly reduce the
number of ignorant people.1201

Admittedly, Bakunin's system of integral
education seems to have an authoritarian flavor
about it. However, compulsory attendance was
only to be enforced during the initial stages of
the education of the young. Afterward, there
would be a free entry and exit policy, as witness
the following quotation:

But these schools [of integral education] should be free
from even the slightest application or manifestation of
the principle of authority. They will not be schools in
the accepted meaning, but popular academies, in
which neither pupils or master will be known, but
where the people come freely to get, if they find it
necessary, free instruction, and in which, rich in ex-
perience, they will teach many things to their pro-
fessors who shall bring them the knowledge that they

lack. This then will be a sort of intellectual fraternity
between educated youth and the people.1211

It should be noted that Bakunin's ideal of in-
tegral education could only exist in a truly
egalitarian society. Also his belief in productive
communes and cooperatives, voluntarily
associated in a loosely knit federation, tends to
preclude any similarities between integral
education and a system of national schooling.
Bakunin's abhorrence of public education in
the bourgeois State can be successfully sum-
marized in the following quotation:

But you [bourgeois socialists] do not teach them, you
poison them by trying to inculcate all the religious,
historical, political, juridical and economic prejudices
which guarantee your existence, but which at the same
time destroy their intelligence, take the mettle out of
their legitimate indignation and debilitate their will.'221

One of Bakunin's contemporaries who
generally subscribed to the collectivist tenets of
anarchism was Pierre-Joseph Proudhon
(1809—1865). Proudhon is popularly recogniz-
ed for his contributions in the economic realm,
namely his proposal of a natural banking
system which supported the ideas of free credit
and equitable exchange. Proudhon was also in-
directly responsible for the futuristic concep-
tion of society as a free federation of working
men's cooperatives. It is probable that the
social reorganization that Proudhon proposed
was essentially a restatement of Charles
Fourier's concept of the phalansterian com-
munities.1231 His first major publication was
What is Property? (1840) and in this work,
Proudhon became the first advocate of a
society without government to call himself an
anarchist.

Proudhon's views on education come
significantly close to those of Mikhail Bakunin.
Proudhon, in his Idea of the Revolution in the
Nineteenth Century (1851), suggested that a
system of state-controlled education, through
its separation of professional and practical in-
struction, served to make a distinction between
classes, resulting in governmental tyranny and
the subjection of the working class.
Proudhon argued against a sense of
superiority that students gained when they
embarked upon a solely theoretical education,
devoid of practical application. When educa-
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tion is integrated or " . . . when it becomes at
once a matter of training the mind and of ap-
plication to practical affairs in the workshop
and in the house . . . "[24], the government's
control of it would inevitably disappear, for the
disparities between theory and practice would
be dissolved and the corresponding class
distinctions would no longer provide fuel for
the suppressive government machinery. The
following quotations should illustrate this
point.

If the school of mines is anything else than the actual
work in the mines, accompanied by the studies suitable
for the mining industry, the school will have for its ob-
ject, to make, not miners but chiefs of miners,
aristocrats.'251

and

It was not for the People that the Polytechnic, the Nor-
mal School, the military school at St. Cyr, the School
of Law, were founded; it was to support, strengthen,
and fortify the distinction between classes, in order to
complete and make irrevocable the split between the
working class and the upper class.1281

Proudhon supported a complete decen-
tralization of schooling. He felt that the small
communities, workingmen's associations and
agricultural communes should, at their own
discretion, select a teacher who could provide a
specific service corresponding to the wants and
needs of the community. The teacher would not
have to be certified by the state and indeed
could be self-taught. Proudhon specified that
the relationship between the community and
the teacher would be a free contract subject to
competition. Proudhon's conception of a free
contract was a working relationship between an
individual and one or more of his fellow
citizens. The fulfillment of the contract was not
based upon any legal maxims upheld by the
state, but rather on the individual's moral will.

It is probable that some of Pierre-Joseph
Proudhon's contempt for public schooling was
due to his personal education. His comprehen-
sive knowledge and his expertise in Latin and
Hebrew were acquired through self-education.
Proudhon's educational emphasis on decen-
tralization and on the integration of the
theoretical and practical, were some of the
salient characteristics within his revolutionary
program.

No revolution henceforward will be fruitful if a recrea-
tion of public education is not its crowning
feature. . . . The organization of education is at once
the condition of equality and the sanction of
progress.1271

The theory of mutual aid, which was the
thesis of Peter Alexeyevitch Kropotkin's
(1842-1921) anarcho-communism refuted
Charles Darwin's evolutionary emphasis on
natural selection. Kropotkin argued that the
real struggle for existence took place in a collec-
tive sense. This collectivity was represented by
the adaptation of all individuals to those condi-
tions that were best for the survival of the entire
species. The struggle was between the species
and the environment, not between different
members of a species. Kropotkin believed that
the history of man had been characterized by
cooperation. Voluntary cooperation was
ultimately the basis of all human development.
He asserted that anarcho-communism or com-
munism without government was the synthesis
of two ideals that mankind had pursued
throughout the ages — economic and political
liberty.

Kropotkin credited compulsory national
education with the preservation of state govern-
ment. He indicated that, for the most part, all
books and journals, both academic and
popular, espoused a veneration of government.

Kropotkin foresaw the possibility that com-
pulsory public schooling could successfully in-
culcate values that would eliminate independent
thinking and criticism.

We are so perverted by education which from infancy
seeks to kill in us the spirit of revolt, and to develop
that of submission to authority; we are so perverted by
this existence under the ferrule of a law, which
regulates every event in life — our birth, our educa-
tion, our development, our love, our friendship — that
if this state of things continues, we shall lose all in-
itiative, all habit of thinking for ourselves.'281

The educational approach that Kropotkin
propounded seems to embrace most of the criti-
ques and alternatives that have been expounded
so far. However, there is always an exception to
any generalization. In Kropotkin's pamphlet
Modern Science and Anarchism (1913), he at-
tacked Max Stirner's belief in the full develop-
ment of the individual as a selective educational
process, that would cater only to the most
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gifted and would therefore have as its result the
process of an existing educational monopoly by
the few. Kropotkin added that this educational
monopoly could only be maintained under the
oppressive wing of a state; ". . . the claims of
these individualists necessarily end in a return
to the state idea and to the same coercion which
they so fiercely attack themselves".1291 Whether
this critique can be justified is a matter of inter-
pretation. Perhaps Max Stirner can clarify the
point.

In this universal education, therefore, because the
lowest and the highest meet together in it, we come
upon the true equality of all for the first time, the
equality of free people: only freedom is equality.1301

Kropotkin agreed with Proudhon and Bakunin
on the necessity of integrating theory and prac-
tice in an educational system to avoid class
distinction.

Repeating the formulation of Proudhon, we say: if a
naval academy is not itself a ship with sailors who en-
joy equal rights and receive a theoretical education,
then it will produce not sailors but officers to supervise
sailors. . . .l311

Kropotkin defended this argument by alluding
to the fact that many of the great intellects in
history necessarily combined brain work with
manual work or innovations with handicrafts.
Galileo manufactured his own telescopes;
Newton learned how to grind the lenses for his
experiments in optics; Linnaeus became ac-
quainted with botany while helping his father in
the garden. Kropotkin pointed out that in-
dustrialization and the inherent division of
labor have caused the worker to lose his in-
tellectual interest in production and therefore
his innovative capacity.

Kropotkin advocated a complete education
combining a thorough knowledge of science
and of handicraft. He dismissed attempts to set
up schools of technical education because these
served to maintain the division between manual
and mental labor. Kropotkin emphasized self-
discovery within the scientific schooling of the
young and felt that the educational method of
combining practical experience with theoretical
insight would facilitate and expedite the learn-
ing process. His vision of public schooling was
that it would be free, not compulsory and not
limited in the curricular sense.[32] The educa-

tion would be carried on by the various
cooperatives and associations that were to be
the social units following the elimination of the
state.

The following quotations seem to summarize
Kropotkin's opposition to public schooling and
his vision of an ideal education. These thoughts
were expressed in a letter from Peter Kropotkin
to Fransciso Ferrer, congratulating Ferrer on
the founding of the educational review, L 'Ecole
Renovee;

Above all, education in the true sense of the word: that
is to say the formation of the moral being, the active
individual, full of initiative, enterprise, courage, freed
from the timidity of thought which is the distinctive
feature of the educated man of your period — and at
the same time sociable, communistic by instinct, equal
with and capable of feeling his equality with every man
throughout the universe; starting emancipated from
the religious, narrowly individualistic, authoritarian
principles which the school inculcates . . . . We must
come to the merging of manual with mental labor, as
preached by Fourier and the International . . . we will
then see the immense economy of time that will be
realized by the young brain developed at once by the
work of hand and mind.[33)

For the most part, this paper has dealt with
critiques of, and hypothetical alternatives to,
public schooling. It would be fruitful to in-
vestigate the practical application of libertarian
education. Francisco Ferrer and Leo Tolstoy
organized libertarian schools in Barcelona,
Spain, and at Yasnaya Polyana, Russia, respec-
tively. Both of these men believed that educa-
tion and not social revolution was the proper
means of implementing social change.

Francisco Ferrer's (1859-1909) Modern
School was established in September, 1901, in
Barcelona.1341 Between 1884 and 1885, Ferrer
was involved in a popular republican rebellion
led by General Villacampa against the op-
pressive Spanish regime. The Spanish
republican rebels were subdued and those who
escaped persecution and arrest fled to foreign
countries. Ferrer managed to escape to France,
and in Paris he was introduced to the principles
of the Modern School. The tradition of the
Modern School in France was developed by a
group of people, particularly Louise Michel,
who originated the movement within her school
on Mont-martie; Paul Robin, who set up a
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school for the underprivileged at Cempuis; and
Madelaine Vernet and Sebastian Faure who
established a communal school called La Ruche
(The Beehive), based on libertarian tenets.1351

Ferrer's Modern School was financed by one
of his students, a Mile. Meunier, who in 1900
unconditionally bequeathed to Ferrer a sum of
£30,000. Ferrer attempted to provide a private-
ly financed system of education that would be
concerned with developing a sense of self-
ownership and social awareness, independent
of the dogmas of state or church.

If modern pedagogy means an effort towards the
realization of a new and more just form of society; if it
means that we propose to instruct the rising generation
in the causes which have brought about and maintain
the lack of social equilibrium; if it means that we are
anxious to prepare the race for better days, freeing it
from religious fiction and from all ideas of submission
to an inevitable socio-economic inequality; we cannot
entrust it to the state nor to other official organisms
which necessarily maintain existing privileges and sup-
port the laws which at present consecrate the exploita-
tion of one man by another...1381

Ferrer believed in the principle of a sliding
tuition rate that would allow children from all
walks of life to attend the Modern School. A
private school that demanded exorbitant fees
would preserve class privilege and disrupt social
harmony.

The curriculum of the Modern School utiliz-
ed the study of the natural sciences in order to
familiarize the students with a scientific mode
of inquiry. "A rigorous logic, applied with
discretion . . . established intellectual harmony
and gave . . . a progressive disposition to their
wills . . . —all were enabled to see the errors of
others as well as their own, and they moved
more and more to the side of common
sense."1371 It is revealing to note that Ferrer has
great difficulty in finding educational sources
and texts were not riddled with absolute asser-
tions and rigid principles. When the library of
the Modern School was opened, it contained
but one work— The Adventures of Nono by
Jean Groue. The Book was a social satire that
dramatically contrasted the social evils of the
present with the future delights in the "land of
Autonomy". [38] In July of 1909, Ferrer called
a conference of his teachers to consider book
selections for the fall -semester. Of the new

publications discussed, special emphasis was
given to Peter Kropotkin's just published Great
French Revolution.[™]

Ferrer's system of education, especially the
curricular aspects of the Modern School, has
been attacked as dogmatic. It is true that the
teachers in the school and a great deal of the
literature read there were imbued with a sense
of anarchy. t40) However, the school did lay
great emphasis on the scientific method, and
Ferrer always insisted that there was an objec-
tive set of facts that could be learned without
subjecting the student to an ideology.1411

Ferrer himself indicated that the Modern
School was not intended to inculcate revolu-
tionary ideals in the students:

I venture to say quite plainly: the oppressed and ex-
ploited have a right to rebel, because they have to
reclaim their rights until they enjoy their full share in
the common patrimony. The Modern School however
has to deal with children, whom it prepares by instruc-
tion for the state of manhood, and it must not an-
ticipate the cravings and hatreds, the adhesions and
rebellions which may be fitting sentiments in the
adult.1421

As was the case with Stirner and Godwin,
Francisco Ferrer also anticipated the problem
of finding rational educators who were not in-
doctrinated with the teachings of church and
state. Ferrer, however, solved the problem:

Professional teachers have to undergo a special
preparation for the task of imparting scientific and ra-
tional instruction. . . . The solution of the problem
was very difficult, because there was no other place but
the rational school itself for making this
preparation. . . . Nevertheless, in order to complete my
work, I established a Rationalist Normal School for
the education of teachers, under the direction of an ex-
perienced master and with the cooperation of the
teachers in the Modern School.1431

Ferrer believed that the idea of rational
education developed at the Modern School
would be a model for other independent educa-
tional institutions in Spain. There were a
substantial number of societies interested in
scientific and rational education, especially The
Republican Fraternities, the Centers of Instruc-
tion, and various working men's organizations.
Between 1901 and 1909 Ferrer organized 109
schools in Spain.1441 Ferrer's influence was not
restricted to the Peninsula, as his concept of the
Modern School was adopted in the United
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States, specifically in the form of the Modern
Schools in New York City and in Shelton, New
Jersey.

Ferrer's life came to an abrupt end in Oc-
tober 1909. The Spanish government accused
Ferrer of instigating an insurrection in
Barcelona. Following a mock trial, in which
defense evidence was confiscated by the police,
Ferrer was found guilty and sentenced to be
shot. On October 13th he was executed. Yet in
1912, the Supreme Military Council of Spain
was forced to declare that no single act of
violence could be directly or indirectly traced to
Ferrer.[451

The central idea of the new "Libertarian" education
for which Tolstoy and Sebastian Faure have worked,
and in behalf of which Francisco Ferrer has died, is
that the. emphasis of education shall rest on the "draw-
ing out" of the authentic nature of the child. In our
schools of today . . . just the opposite principle is
recognized. The object of the teacher is too often to
impose something on the child, to stifle the pupils' real
individuality, to make children as much alike as possi-
ble, all this must be changed.1481

Lev Nikolaevich Tolstoy (1828-1910) is
popularly recognized for his contributions to
literature, including Anna Karenina, War and
Peace, and other works. Tolstoy approached
anarchism in a non-violent and religious man-
ner. His religion was an entirely ethical one
which ignored ecclesiastical dogma and affirm-
ed universal love and brotherhood. Christiani-
ty, as Tolstoy saw it, was incompatible with the
state and its array of coercive institutions. He
sought the solution to society's ills in changing
the morals of individuals, and he considered the
revolutionary approach of his contemporaries
to be severely misguided.

Tolstoy's ideals of universal welfare and a
brotherhood of man were to be realized
through education. According to Tolstoy, the
mission of education was to inspire and in-
fluence individuals so that they could ap-
preciate truth and beauty and abhor cruelty and
power. In the ideal stateless order, Tolstoy
believed that "men are to be held together in
societies in future by the mental influence
which men who have made progress in
knowledge exert upon the less advantaged".1471

Knowledge was derived from conscious instruc-
tion in the pedagogical sense and from un-

conscious suggestion manifested in the social
and natural environment and in the actions of
the teacher.

Education, for Tolstoy, was a process of
freeing the natural creativity in individuals
through learning. Compulsory public schooling
would only impede this process.

Every pupil is so long an anomaly at school as he has
not fallen into the rut of this semi-animal condition.
The moment the child has reached that state and has
lost all his independence and originality, the moment
there appear in him various symptoms of disease -
hypocrisy, aimless lying, dullness and so forth - he no
longer is an anomaly: he has fallen into the rut, and the
teacher begins to be satisfied with him.1481

Tolstoy also opposed public schooling
because he believed that a great part of the
practical or vital education that people obtain-
ed was disassociated from any form of formal
schooling. "Maybe it is easier for a workman to
study Botany from plants, Zoology from
animals, Arithmetic from the abacus, with
which he has to deal, than from books."1491 He
felt that any system of education had to grow
out of the people and could not be directed
from a central authority.

. . . The government seems to be imposing the obliga-
tion of another, unfamiliar education on the masses,
removing from them participation in their own affairs,
and demanding from them not guidance and delibera-
tion, but only submission.1501

Tolstoy detected the populace's attraction
towards public education and saw how this de-
mand would be utilized by the state in its
ongoing process of centralization.

The need of education is just beginning freely to take
germ in the masses. After the Manifesto of February
19th [the Russian government's proposal during the
189O's for public education], the people everywhere ex-
pressed their conviction that they now need a greater
degree of education. .•. . This conviction has found its
expression in the fact that everywhere free schools have
been rising in enormous numbers. The masses have
been advancing on the paths on which the government
would like to see them go.1511

Tolstoy criticized the University system as an
intolerably rigid and elitist institution that was
based upon "the dogma of the professors'
papal infallibility". He saw that the university
alienated the student from his family and com-
munity (institutions that Tolstoy cherished) and
that most of his educational experience was
useless.
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He comes back to his home; all are strangers to
him He shares neither their faith, nor their desires,
and he prays not to their God, but to other idols. His
parents are deceived, and the son frequently wishes to
unite with them into one family but he no longer can
do that. . . . But the deed is done, and the parents con-
sole themselves with the thought that such is now the
age; that the present education is such that their son
will make a career for himself somewhere else. . . .

Unfortunately . . . the parents are mistaken. . . .
The information which he has acquired is of no use to
anybody, no one gives him anything for it. Their only
application is in literature and in pedagogy, that is, in
the science dealing with the education of just such
useless men as he. '"1

The real university to Tolstoy, was a volun-
tary community of individuals who investigated
topics of common interest that arose from the
cultural background of the participants. There
was no compulsion to attend — students and
teachers gathered together freely and discussed
matters that would have some significance,
either in a theoretical or practical sense, in their
own lives.

Tolstoy believed in educational progress,
which he understood as a popular evolution
towards equality of knowledge. However, he
disagreed with the thought that one must teach
in accordance with the demands of the time.
The progressive demands of the time were
essentially those principles that maintained the
social standing of the educated gentry, the
educated merchants and the official classes.
Public schooling which inculcated "pro-
gressive" and "acceptable" beliefs and
behavior was an insidious tool of the upper
classes and/or the state.1531 Tolstoy declared:

. . . we see, on the contrary, that the advocates of pro-
gress in this respect, judge precisely as did the old land-
ed proprietors who assured everybody that for the
peasants, for the state, and for humanity at large, there
was nothing more advantageous than serfdom and
manorial labor; the only difference is that the faith of
the landed proprietors is old and unmasked, while the
faith of the progressists is still fresh and in force.1541

In the 1860s Tolstoy implemented his pro-
posed alternative modes of teaching, by
establishing a school at his estate, Yasnaya
Polyana. The school dismissed traditional
authority, whether in the form of a required
curriculum, examinations or punishments and
rewards. Tolstoy believed that the initiative and
originality of children could only develop in an

atmosphere of freedom. This did not imply
disorder or indiscipline. Freedom, to Tolstoy
"replaces an external artificial order by one
that is internal, organic and genuine, one that
springs from life itself like the regular and
spontaneous working of an organism; one that
is not felt as constraint".[55] Freedom, in this
sense, would provide a fertile atmosphere for
self-expression and self -realization. The School
at Yasnaya Polyana, according to the accounts
of Tolstoy, was a successful but fleeting experi-
ment. (The school was closed several years after
its inception. This was largely due to govern-
ment pressure and public opposition.)

Tolstoy explains that no one is ever rebuked for tar-
diness, but they never are tardy, except some of the
older ones whose fathers, now and then, keep them
back to do some work. In such cases, they come runn-
ing to school at full speed, and all out of breath. The
teacher may begin with arithmetic and pass over to
geometry, or he may start on sacred history and end up
with grammar. At times the teacher and pupils are so
carried away, that instead of one hour, the class lasts
three hours."61

There is one other salient characteristic of the
school at Yasnaya Polyana that most visibly
distinguishes Tolstoy from other European
anarchists. Tolstoy utilized the Bible, for he
considered it to be the most comprehensive
work available. "There is no book like the
Bible to open up a new world to the pupil, and
to make him without knowledge, love
knowledge. . . . All the questions from the
phenomena of Nature are explained by this
book; all the primitive relations of men with
each other, of the family, of the state, or
religion, are for the first time consciously
recognized in this book."1571 The religious
flavor of Tolstoy's anarchism should not be
misconstrued as ecclesiastical dogmatism. For
Tolstoy, Christianity was anarchy based on
love.

We come now to the salient critiques and
alternatives to contemporary public schooling
suggested by Paul Goodman and Ivan Illich.
We offer not a comprehensive enquiry but
rather a succinct exposition of their thoughts on
a public system of education.

The late Paul Goodman (1911 - 1971),
ardently opposed the bureaucratic and stultify-
ing proliferation of public schooling in the
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United States. Goodman recognized the viabili-
ty of a system of compulsory schooling in Jef-
fersonian times when people were taught to
display "citizenry initiative", and revolutionary
zeal. "Everybody had to become literate and
study history, in order to make constitutional
innovations and to be fired to defend free in-
stitutions, which was presumably the moral
that history taught."1581

Goodman perceives compulsory public
schooling as an unnecessary evil that should be
introduced as sparingly as possible. The con-
temporary "school-monks": the adminis-
trators, professors, academic sociologists
and licensed teachers have developed into a vast
intellectual monolith that is venerated by socie-
ty. This absurd worship of public schooling is
based on the belief that social and economic ad-
vancement are inextricably related to the quali-
ty of education received.[59] Goodman believes
that the compulsory education system or any
similar form of formal education is designed to
inculcate a sense of subservience in the student,
and to shape acceptable patterns of behavior
and thought.

It is in the schools and from the mass media, rather
than at home or from their friends, that the mass of
our citizens in all classes learn that life is inevitably
routine, depersonalized, venally graded; that it is best
to toe the mark and shut up; that there is no place for
spontaneity, open sexuality and free spirit. Trained in
the schools they go on to the same quality of jobs,
culture and politics. This is education, miseducation
socializing to the national norms and regimenting to
the nation's "needs" . . . . l601

At present when formal education swallows up so
much time of life and pretends to be practical prepara-
tion for every activity, the ideological processing is
especially deadly. Those who succumb to it have no
wits of their own left and are robots.1611

Goodman claims that one's most valuable
educational experiences occur outside the
school. Participation in the activities of society
should be the chief means of learning. Instead
of requiring students to succumb to the
theoretical drudgery of textbook learning,
Goodman recommends that education be
transferred into factories, museums, parks,
department stores, etc, where the students can
actively participate in their education. With an
emphasis on voluntary education and intrinsic
motivation, it is essential that there be a large

variety of educational opportunities.
Teacher certification can be dismissed as a

state system of rubber stamping. Its inherent
function is to insure the systematic indoctrina-
tion of state preceptors and to control the
elements of supply and demand in the teaching
profession. Incidental education would utilize
the expertise of druggists, storekeepers,
mechanics, etc. to introduce students to the
realities of vocations or professions. There
would be significant emphasis on science and
technology.

Finally contemporary education must inevitably be
heavily weighted toward the sciences. . . . Our aim
must be to make a great number of citizens at home in
a technological environment, not alienated from the
machines we use, not ignorant as consumers, who can
enjoy the humanistic beauty of the sciences, and above
all, who can understand the morality of a scientific
way of life.1821

The ideal schools would take the form of
small discussion groups of no more than twenty
individuals. As has been indicated, these groups
would utilize any effective environment that
would be relevant to the interest of the group.
Such education would be necessarily non-
compulsory, for any compulsion to attend
places authority in an external body
disassociated from the needs and aspirations of
the students. Moreover, compulsion retards
and impedes the students' ability to learn.

The basic intention behind the compulsory
attendance laws is not only to insure the
socialization process but also to control the
labour supply quantitatively within an in-
dustrialized economy characterized by
unemployment and inflation. The public
schools and universities have become large
holding tanks of potential workers.

The universities are no longer free intellectual
communities that participate actively on socie-
ty. Goodman feels that they have evolved into
academic corporations that have alienated
students and professors through formal ad-
ministrative procedures.

My argument, then, is a simple one. The colleges and
universities are, as they always have been, self-
governing communities. But the personal relations in
such communities have come less and less to consist in
growing up, in the meeting of veterans and students, in
teaching and learning, and more and more in every
kind of communication, policing, regulation, and
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motivation that is relative to administration. The com-
munity of scholars is replaced by a community of ad-
ministrators and scholars with administrative men-
talities, company men and time servers among the
teachers, grade seekers and time servers among the
students. And this new community mans a machine
that, incidentally, turns out educational products.1631

Goodman's intense polemic against com-
pulsory public schooling can be summarized by
the following quotation from his Compulsory
Mis-education and The Community of
Scholars:

The school system as a whole, with its increasingly
set curriculum, stricter grading, incredible amounts of
testing, is already a vast machine to shape acceptable
responses. Programmed instruction closes the windows
a little tighter and it rigidifies the present departmen-
talization and dogma. But worst of all it tends to mum-
mify the one lively virtue that any school does have,
that is a community of youth and of youth and adults.1841

Ivan Illich (1927- ) is popularly
recognized for his critical expose, Deschooling
Society. Illich was born in Vienna and was
educated in Rome's Gregorian University,
where he received a master's degree in theology
and philosophy, and at the University of
Salzburg, where he received a doctorate in the
philosophy of history. The most complete
biography of Illich can be found in Francine
Gray's Divine Disobedience. Illich's intense
argument against compulsory public schooling
generally reiterates Paul Goodman's critique,
but Illich adds a revolutionary flavor to
deschooling: the dismantling of the public
education system would coincide with a per-
vasive abolition of all the suppressive institu-
tions of society.

Illich condemns public schooling for a varie-
ty of reasons. The general theme is that the
nature of man is incongruent with the centraliz-
ed and institutionalized society of the
technocrats. The paradigm of the technocratic
society is the public school. It is venerated in a
religious sense for it makes futile promises of
economic advancement and social mobility to
the modern proletariat. Illich maintains that
this new world religion has to be disestablished
from the state and that this will be a violent
process.

The time of reformation, desecularization and the
disestablishment of the school will bring processes

analogous to those which occur in the breakdown of
established Churches . . . we will see struggles for in-
vestiture, struggles for local control and struggles for
freedom from dogma. We will experience the rise of
lay preachers, sectarianism, heresies, inquisitions and
religious wars.'651

Illich charges public schooling with institu-
tionalizing acceptable moral and behavioral
standards and with constitutionally violating
the rights of young adults. "Children are
neither protected by the 1st amendment or the
5th when they stand before the secular priest.
The teacher is at once the guide, teacher and ad-
ministrator of a sacred ritual."1661

In the economic spectrum, the school
alleviates the burden of unemployment by de-
taining significant numbers of would-be
workers. Illich feels that compulsory public
education is economically unsound and a
useless waste of time.[67] He suggests that tax
revenues allocated to public education would be
unquestionably put to better use by developing
skill centers and an educational voucher system
or edu-credit cards, as Illich refers to them.

Skill centers would be set up so that anyone
at anytime could choose instruction among
hundreds of available skills. These centers
would be publicly financed, and each citizen's
edu-credit card would entitle the holder to their
use. Illich emphasizes on-the-job training and
contends that trade schools should be a part of
related industries rather than remain indepen-
dent of them.

Instead of the trade school, we should think of a sub-
sidized transformation of the industrial plant. It
should be possible to obligate factories to serve as
training centers during off-hours, for managers to
spend part of their time planning and supervising this
training, and for the industrial process to be so
redesigned that it has educational value. If the expen-
ditures for present schools were partly allocated to
sponsor this kind of educational exploitation of ex-
isting resources, then the final results — both
economic and educational — might be incomparably
greater.1681

Illich subscribes to Goodman's belief that most
of the useful education that people acquire is a
by-product of work or leisure and not of the
school. Illich refers to this process as "informal
education". Only through this unrestricted and
unregulated form of learning can the individual
gain a sense of self-awareness and develop his
creative capacity to its fullest extent. Illich also
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concurs with Goodman's opposition to teacher
certification for similar reasons. Licensing
serves to discriminate between those who have
acquired diplomas from public schooling and
those who have not. Illich believes that industry
and educational systems should not
discriminate because of licenses but should pro-
vide performance tests for specific job-related
skills.

Illich's ideal educational system would in-
clude the edu-credit cards and skill centers in
addition to the central concept of "learning
webs". This educational system would have
three purposes: to provide access to available
resources to all who want to learn: to empower
all who want to share what they know; to find
those who want to learn it from them; to fur-
nish all who want to present an issue to the
public with the opportunity to make their
challenges known. The system of learning webs
is aimed at individual freedom and expression
in education by using society as the classroom.
There would be reference services to index
items available for study in laboratories,
theatres, airports, libraries, etc.; skill ex-
changes — which would permit people to list
their skills so that potential students could con-
tact them; peer-matching, which would com-
municate an individual's interest so that he or
she could find educational associates; reference
services to educators at large, which would be a
central directory of professionals, para-
professionals and free-lancers.1691 Illich's "web
system" is a well-thought-out alternative to
public schooling. Its emphasis on a prodigious
supply of educational resources, individual
freedom of choice, unrestricted accessibility,
and self-development, all seem to provide a
solution to the problems of compulsory public
schooling. However, the viability of Illich's
"web system" is dependent upon the principle
of centralization. Centralization implies the
creation of a bureaucracy that coordinates and
manages a comprehensive system. In the case of
the web system it appears that its management
could be undertaken by a small group of peo-
ple. This could lead to a system of education
more frightening and Orwellian than the pre-
sent state of affairs. This reasoning is pure sup-
position and should be taken as such.

The intellectual precursors of the contem-
porary opponents of compulsory public school-
ing, were for the most part the European anar-
chists of the nineteenth century. Ivan Illich has
indicated that,

As far as my criticism of schooling is concerned, the
most important direct influence of which I am aware is
that of Mr. Everett Reimer. . . . The intensity of our
joint exploration puts — in my opinion — other direct
influences in the shadow. Among those 19th century
authors whom you mention, Proudhon, Bakunin,
Kropotkin and Stirner were certainly points of
reference in our conversation.1701

Everett Reimer reiterates Illich's deschooling
theme in his only major publication, School is
Dead: Alternatives in Education (1971). It
would appear that Reimer did not directly in-
fluence the work of Illich, but rather that their
relationship was of mutual benefit. In the
foreword to School is Dead, Reimer stated,

This book is the result of a conversation with Ivan Il-
lich that has continued for fifteen years. We have talk-
ed of many things, but increasingly about education
and school, and eventually, about alternatives to
schools.1711

This would seem to indicate that the educa-
tional viewpoint of the European anarchists of
the 19th century was the major influence upon
the contemporary critique espoused by Ivan Il-
lich.

Paul Goodman indicated in the introduction
to Peter Kropotkin's Memoirs of a Revolu-
tionist (1970 edition) that "Kropotkin's runn-
ing critique of the system of formal education
also continually strikes home".[72]

In a general survey, all of these opponents of
public schooling criticized the institution
because of its perverse relationship with the
government. The schools inculcated beliefs and
behavior that were politically and economically
beneficial to the power structure of the state.

The emphasis on the need to integrate
theoretical and practical education is supported
by Bakunin, Proudhon and Kropotkin, and this
belief is reiterated in the proposals of Illich and
Goodman. Proudhon's idea that both the
theoretical and practical aspects of technical
education should be carried out in the factories
and in workingmen's associations is similar to
Illich recommending that industry incorporate
the trade schools of contemporary times.
Goodman's support of the thesis of integral
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education is evidenced by the following:

Dispense with the school building for a few classes;
provide teachers and use the city itself as a school, its
streets, cafeterias . . . and factories. Where feasible, it
certainly makes more sense to teach using the real
subject-matter than to bring an abstraction of the
subject-matter into the school building as
curriculum.1731

And other commonality is the basic belief
that education is synonymous with life and that
the most useful learning experiences are ac-
quired outside the confines of the classroom.
Goodman's and Illich's recognition of informal
or incidental education is significantly close to
Max Stirner's proposition that knowledge and
school were integrated into life and could only
be discovered through social interaction.
Tolstoy follows suit, in his polemic against
public schooling which refuted the necessity of
learning to read and write.

Among people who stand at a low level of education,
we notice that the knowledge or ignorance of reading
and writing in no way changes the degree of their
education. We see people who are well acquainted with
all the facts necessary for farming and with a large
number of interrelations of these facts, who can
neither read nor write; as excellent military com-
manders, excellent merchants . . . and people simply
educated by life who possess a great store of informa-
tion and sound reasoning, based on that informa-
tion. . . .t74)

The concept that a system of national educa-
tion serves to maintain class disparities is
generally accepted by the European anarchists
and by the contempory deschoolers. However,
there are specific ideological differences within
this general consensus. The mutualist, collec-
tivist and communist strains of anarchy as pro-
pounded by Proudhon, Bakunin and
Kropotkin strongly emphasized the principle
that national education would cater to the
middle class and would be detrimental to the
urban and agrarian proletariat. Ferrer and
Tolstoy recognized the principle of class strug-
gle but they were also concerned with the pro-
blem of self-ownership within the suppressive
educational environment of the public schools.
The individualist anarchism of Max Stirner was
based upon the concept of an absolutely free
development of the individual, and consequent-
ly disregarded the argument that a system of
national education would cater to one class or

to another. Within this spectrum of anarchy, II-
lich and Goodman would probably come
closest to Ferrer and Tolstoy. Both groups
recognized that compulsory public schooling
was designed to maintain the inherent class
structure of society, but they also emphasized
the negative effect that compulsory public
schooling had on the individual. Godwin's con-
ception of anarchism would place him much
closer to the individualist strain of Stirner than
to the socialistic principles of Bakunin, Proud-
hon and Kropotkin.

Another common element subscribed to by
these opponents of public schooling was the
belief in utilizing small educational groups. In
many cases this would correspond to the social
organization in a stateless society. All of the
European anarchists supported the principle of
a federation of small associations and it follows
naturally that this idea would be applied to
education.

The problem of finding adequate educational
resources not imbued with the dogmatism of
the state is explicitly indicated in the works of
Godwin, Ferrer, Stirner, and Kropotkin:

We may open any book of sociology, history, law, or
ethics: everywhere we find government, its organiza-
tion, its deeds, playing so prominent a part that we
grow accustomed to suppose that the state and the
political man are everything. . . |75)

This problem is implied by both Goodman
and Illich, for both recognize and identify the
process of indoctrination that occurs in the
public schools which utilize "acceptable"
educational textbooks.

The curricular emphasis on science or upon
developing a working knowledge of the scien-
tific method seems to be a general trait of the
the European anarchists. This emphasis has
largely been adopted by both Goodman and Il-
lich, although it has evolved into an affirmation
of technical education.1761 Mikhail Bakunin
clearly indicated the necessity of acquiring an
education based on science.

Since no mind . . . is capable of embracing . . . all the
sciences, and . . . since a general knowledge of all
sciences is absolutely necessary for the complete
development of the mind, instruction divides naturally
into two parts: the general one, giving the principal
elements of all sciences . . . and the special part,
necessarily divided into several groups or faculties,
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every one of which embraces a certain number of
mutually complementary sciences.1771

This paper has been concerned with depicting
the common elements between the 19th century
anarchistic opponents of public schooling and
two contemporary counterparts — Paul Good-
man and Ivan Illich. All held to varying degrees
that education was experientially synonymous
with life. Pedagogy should be viewed as an
unfettered and ongoing enquiry into those areas
of individual and collective interest(s), which in
their entirety define the perimeters of their
culture or cultures. Educational authority, im-
posed from above, and manifest in governmen-
tal or ecclesiastical institutions, only creates a
synthetic environment that is antithetical to
learning. Educational authority and organiza-
tion should be an internal function and respon-
sibility of freely formed communes and
cooperatives, i.e. those social units envisioned
as the basic units of a new and liberated social
order.

Although there are many dissimilarities bet-
ween these thinkers, it appears that the central
arguments against public schooling developed
by the anarchists in the nineteenth century have
been rejuvenated and reiterated in the works of
Paul Goodman and Ivan Illich.
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THE MONETARY HISTORY OF AMERICA TO 1789:
A HISTORIOGRAPHICAL ESSAY
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In no other field is the crucial importance of
theory to history more obvious than in the field
of economic history. One's knowledge of the
concrete historical events may remain unchang-
ed, but if the economic theory applied to those
events is altered, then one's entire historical in-
terpretation will of necessity be modified. A
historical account can be factually accurate and
yet, if the informing economic theory is faulty,
give a totally false interpretation. Furthermore,
the validity of the theory, in economics at least,
is often decided a priori to history, on some
other basis. This procedure is not objectionable
if the historian's theoretical paradigm is ex-
plicit. However, it makes the task of
historiography more complex. One must not
only consider the overt interpretations and ex-
planations offered by different historians; one
must also determine each historian's theoretical
framework, whether explicit or implicit, and
subject it to theoretical criticism.

The monetary history of the British colonies
in America and of the United States prior to the
adoption of the Constitution in 1789 is
extremely varied. Many different monetary ex-
periments were tried by colonial and state
governments. Unfortunately, the monetary
theory used by current historians is flawed and,
consequently, their rendering of the period is
unsatisfactory. In this paper, I will first
describe how changing monetary theories have
been reflected in the historical accounts. Then I
will criticize the current accounts and, using the
monetary theory developed by Austrian
economists,111 offer a more accurate reinter-
pretation of the monetary history of the period.

Before proceeding to an examination of

specific historians, it is necessary to understand
a few key concepts and to be familiar with a
general overview of the specific events. The
monetary history of America to 1789 can be
conveniently divided into three periods: the col-
onial period (up to 1775), the revolutionary
period (1775-1781), and the confederation
period (1781 - 1789). Each period is distinctive,
and while some historians have treated all
three, many have confined themselves to one or
the other.

The colonial period contained the greatest
variety of monetary practices, but these can be
roughly divided into three categories.

(1) Manipulation of the unit of account
The monetary standard for accounting pur-

poses in the colonies was the English pound,
shilling, and pence. However, most of the coins
in the colonies were Spanish or Portuguese. The
standard Spanish dollar contained 387 grains of
silver, while the English silver shilling weighed
86 grains. Therefore a dollar should have been
worth four shillings and six pence. The col-
onies, in the hope of attracting foreign coin and
specie, arbitrarily overvalued the dollar in
terms of shillings, or in other words, devalued
the unit of account. This technique was first
adopted in 1642 when Massachusetts declared
the Spanish dollar equal to five shillings. Other
methods used to attain the same results were,
instead of devaluing the shilling in terms of
dollars, to devalue the shilling in terms of silver
or gold. Either way, the process led to com-
peting devaluations, as high as seven shillings
and six pence to the dollar, and different
monetary standards in each colony. Another
expedient employed to hold coins by the col-
onies was to forbid their export.
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(2) Bills of credit
Bills of credit were simply fiat paper money.

They were issued in one of two ways. One way
was for the government to print the money and
then spend it to cover expenditures, usually the
financing of a war effort. Future taxes would
be pledged towards retiring the bills. The bills
would be withdrawn from circulation by being
paid directly as taxes or by being redeemed in
specie that had been collected through taxes.
Often, however, when the pledged taxes came
due, the bills would be reissued rather than
withdrawn. This type of currency finance was
first employed in Massachusetts in 1690 and
eventually embraced at one time or another by
all the colonies.121

The other way of issuing bills of credit was
through land banks. Instead of spending the
money directly, the issuer would loan the
money out at interest with land as security.
When the principal on the loan was repaid, the
bills might either be reloaned or retired. The
issuer could be a group of private individuals or
the government. Although private land banks
were frequently proposed, they only operated
briefly during the 1740s in Massachusetts.131

Government land banks appeared in all the
colonies.

It should be noted that the term "bills of
credit" is used here in the generic sense, in-
cluding both types of paper money. Sometimes
the term is used to refer only to paper money
paid out directly to cover government expenses.
The term is a misnomer, anyway, because in
neither case was the bill of credit a credit instru-
ment. It did not represent borrowings of the
government repayable in money at some future
date; it was money. This was true despite the
fact that bills of credit sometimes paid interest.
Colonial governments also engaged in actual
borrowing. For this they issued treasury notes
comparable to private bills of exchange, and
these, of course, were credit instruments and
not money. Unfortunately, the colonial govern-
ments blurred the distinction between credit
transactions (involving the exchange of a pre-
sent good for a claim to a future good) and cur-
rent transactions (involving the exchange of a
present good for a present good) not only by
paying interest on some bills of credit but also

by issuing so-called "treasury notes" that were,
in fact, paper money.

(3) Legal tender
Although often treated in conjunction with

bills of credit, the practice of legal tender is
conceptually distinct. Legal tender could be of
two types. Public legal tender established what
would be accepted as money for payment of
taxes, quit-rents, and other public levies. By
declaring something public legal tender, the
government obviously helped foster its use as
money. Private legal tender decreed what the
government would permit to be used in the pay-
ment of debts and the fulfillment of contracts.
It had the effect of fixing the value of the
monetary good in terms of the unit of account.
For instance, when tobacco was declared legal
tender, it had to be set at a certain rate of
pounds of tobacco to shillings. This fixed rate
was either set by statute or left up to the courts.
If two or more goods were legal tender, then the
exchange rate between them was officially fix-
ed. Exchange rates set by statute never coincid-
ed with market exchange rates; exchange rates
set on an ad hoc basis by the courts might
possibly do so. The discrepancy between legal
and market rates of exchange was the source of
perennial complaints by creditors, because it
allowed debtors to pay their debts with over-
valued money. Private legal tender at different
times was used to fix the exchange rates bet-
ween quite a variety of goods: wampum and
specie, tobacco and specie, heavy coins and
light coins, paper money and specie, gold and
silver, etc. Paper money was frequently, but
not always, declared private legal tender by the
issuing colony. De facto, paper money was
always public legal tender (if only at the loan
bank that had issued it or for the taxes pledged
toward its redemption), although Parliamen-
tary restrictions prevented this from always be-
ing formally admitted.

Other monetary experiments of limited scope
and less interest include Massachusetts' suc-
cessful but temporary running of a mint bet-
ween 1652 and 1684[4] and Virginia's system of
tobacco warehouses with fully backed
warehouse receipts circulating as money
substitutes.
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Great Britain also had an impact on its col-
onies' monetary practices. Throughout the col-
onial period, Britain prohibited the export of
English coins to the colonies and forbade the
establishment of colonial mints. Too much,
however, has been made of these restrictions.
The ban on exports applied only to British
coins, and not to specie, which could be freely
exported. Thus, British coins could be melted
down and exported without hindrance. Also,
the restriction did not apply to foreign coins.

England looked askance at the colonies'
competitive devaluations of their units of ac-
count, and in 1704, the Crown proclaimed that
six shillings to the dollar was the maximum
devaluation permitted. Because of widespread
evasion, Parliament enacted this proclamation
into law in 1707.

The British government was particularly
unhappy with colonial bills of credit. At first it
attempted to restrain the colonies through in-
structions to the royal governors and suspen-
sion clauses. When this proved ineffective,
Parliament passed the Currency Act of 1751.
This act applied only to New England. It con-
fined the issue of paper money solely to impor-
tant government expenses, it placed limits on
the quantity issued and the period of redemp-
tion, and it barred making paper money
private legal tender. The Currency Act of 1764
covered the rest of the colonies, and it pro-
hibited making bills of credit legal tender,
public or private.

During the revolutionary period, the Con-
tinental and state governments financed the war
effort through massive emissions of bills of
credit. A serious hyperinflation resulted. All
states made the bills of credit legal tender, and
most of them instituted formal price fixing.
Eventually, the paper money became worthless.
At the end of the revolutionary period, the
Bank of North America was founded. It was a
nationally chartered bank which loaned out
paper money bank notes. It operated with a
fractional specie reserve, and most of its loans
were made to the government. The remainder
were made to private individuals against
various forms of security.

With the confederation period, not only had
the emission of Continental paper money ceas-

ed, but the Bank of North America lost its na-
tional charter and became a state chartered in-
stitution. National coinage legislation was
discussed, but nothing was enacted. Many of
the states returned to the issue of bills of credit.
Three states chartered banks.

II

During the colonial period, monetary policy
was an important and controversial issue. The
debate was recorded in a rich pamphlet
literature. On the hard-money side, the leading
partisan was Dr. William Douglass, a Scottish
physician and scientist who had settled in
Boston. His most famous pamphlet, "A
Discourse Concerning the Currencies of the
British Plantations in America", was published
in 1740. In it, he contended that "There can
therefore be no other proper Medium of Trade,
but Silver, or Bills of Exchange and Notes of
Hand payable in Silver at a certain U'sos or
Period, which by a currant Discount are reduci-
ble to Silver ready Money, at any Time." He
held paper money in scorn. "To make a Bill or
Note bearing no Interest and not payable till
after a dozen or score of Years, a legal
Tender . . . in Payment of Debts, is the highest
of despotick and arbitrary Government."[51

Douglass felt that increasing the quantity of
money only depreciated the value of each
monetary unit and caused price inflation. Infla-
tion hurt creditors, laborers, and those living
on fixed incomes, and represented an insidious
form of taxation. Legal tender laws coupled
with paper money drove specie out of circula-
tion, increased the foreign exchange rate, and
brought about an unfavorable balance of trade.
Only a specie currency could maintain stable
prices, attract specie, and balance foreign
trade. If banks issued paper money, it must be
backed by a fractional specie reserve.

Douglass' most formidable opponent was
Benjamin Franklin. His "Modest Enquiry into
the Nature and Necessity of a Paper-Currency"
appeared in Philadelphia in 1729 and has
become a classic. Franklin argued that "There
is a certain proportinate Quantity of Money re-
quisite to carry on the Trade of Country freely
and currently; More than which would be of no
Advantage in Trade, and Less, if much less, ex-
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ceedingly detrimental to it."[6] The colonies
suffered from a scarcity of money, brought on
by an unfavorable balance of trade, and this
scarcity depressed the economy. Issuing paper
money brought economic prosperity and, if
done in moderation, could avoid depreciation.
In addition, since paper money was cheaper, it
provided the benefits of a medium of exchange
at far less cost than specie.

The pamphlets of Franklin and Douglass
show the emergence of two opposing schools:
the advocates of hard (metallic) money and the
advocates of managed money. Without too
much simplification, most historians treating
this question fall into one of these two schools.
Variations exist within each position, but most
of the arguments that historians subsequently
adopted were anticipated by Douglass or
Franklin.

Ill

The hard-money school's interpretation
developed earliest. Its theoretical underpinning
was the quantity theory of money, which states
that the value of money depends upon the sup-
ply of money and the demand for it. If the sup-
ply decreases, other things remaining equal, the
value of money will go up and the price of
goods will fall. Conversely, if the quantity of
money is increased, the value of money will fall
and prices rise. Modern writers often accuse the
old hard-money advocates of using a crude
quantity theory in which the demand for money
is ignored. This is untrue; even the earliest
statements of the quantity theory make explicit
the ceteris paribus assumption on which they
are based. The old hard-money theoreticians
did not ignore the demand for money; they
merely thought that it was fairly stable in the
short-term, a question which economists still
argue over.

The hard-money school's policy goal was
money that maintained a stable value. Whether
this goal was achieved could be measured in
two ways, by the stability of the exchange rate
between colonial monies and English money or
by the stability of prices. Hard-money writers
usually focused on one or the other, although a
few considered both. The policy prescription
most likely to achieve this goal, according to

these writers, was the adoption of the precious
metals, gold or silver, as the monetary stan-
dard. If governments were permitted to print
money, they would inevitably print too much
and cause depreciation. Only specie could be
relied upon to provide stability.

William M. Gouge, the Jacksonian
economist, was the first hard-money theoreti-
cian to write a monetary history of the United
States. Published in 1833, it was entitled A
Short History of Paper Money and Banking in
the United States.l7] Gouge's initial four
chapters are on colonial commodity money,
colonial paper money, Continental paper
money, and the Bank of North America,
respectively. Although now outdated, Gouge's
historical research was impressive for the time.
He condemned legal tender laws, devaluations
of the unit of account, and bills of credit. He
included tables showing the depreciation of
both colonial and Continental paper money.
He even attacked the Bank of North America.
In that respect he went much further than
Douglass before him or most hard-money
writers afterwards by consistently opposing all
paper money, even when issued by banks with
specie reserves.

Despite its pioneering research, Gouge's
work was primarily polemical. Following it,
however, came several works devoted solely to
historical scholarship. In 1839 Joseph B. Felt, a
clergyman working in the Massachusetts ar-
chives, wrote An Historical Account of
Massachusetts Currency.[8] Henry Bronson ex-
amined the monetary records of Connecticut
and published the results in the Papers of the
New Haven Colony Historical Society in
1865.[9] The next year, John H. Hickcox's A
History of the Bills of Credit or Paper Money
Issued by New York from 1709 to 1789[10] ap-
peared. At the same time, Henry Phillips com-
piled the two volume Historical Sketches of
Paper Currency of the American Colonies
Prior to the Adoption of the Federal Constitu-
tion.^^ In his first volume, Phillips reprinted
an 1837 pamphlet on Rhode Island by Elisha R.
Potter,[12] and included essays of his own on
Pennsylvania, New Jersey, and Virginia, with a
two page discussion of Vermont's paper-money
issue of 1781. The second volume he devoted to
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Continental money.
Because these works were scholarly efforts

and, more importantly, because they were less
concerned with the economic impact of paper
money than with the details of when bills were
emitted and how many, their theoretical bias
was not pronounced. Nevertheless, Felt, Bron-
son and Potter can be placed without reserva-
tion in the hard-money camp. P.hillips and
Hickcox are not as easy to position. Phillips did
condemn as harmful the issues of Virginia, New
Jersey, and the Continental Congress, but with
Pennsylvania, a colony noted for the restraint
of its policies and the relative lack of deprecia-
tion by its currency, he concluded that the issue
of fiat money was prudent and successful.
Hickcox reached a similar conclusion with
regard to New York.

In 1874, William Graham Sumner made a
brief monetary survey of the period prior to
1789 in A History of American Currency.[13]

This work, as Sumner himself admitted, was
sketchy and rough, merely pointing the direc-
tion toward further research. Its treatment of
both the colonial and confederation periods
focused mostly on New England and took a
hard-money attitude. One of Sumner's conten-
tions was that the unfavorable balance of trade
of the colonies was due to a preference for
foreign goods and capital over specie on the
part of the colonists. The first edition of Albert
S. Bolles' The Financial History of the United
StateslU] was published also in 1874. Bolles
dismissed the colonial experience with the state-
ment: "Paper money had been tried in all the
Colonies, and nowhere had the experiment
worked sat isfactori ly , save in
Pennsylvania."1151 His first volume, based on
much new research, covered national finance
during the revolutionary and confederation
periods and confirmed the hard-money posi-
tion. Sumner examined the same territory in
even greater detail in his two volume The
Financier and Finances of the American
Revolution.1™* These volumes, unlike his
previous work, were scholarly and authorita-
tive. The book combined a financial
history of the American Revolution with a
biography of Robert Morris. In it emerged
what has become the standard interpretation.

The Continental paper money used to finance
the Revolution was seriously over-issued and
generated a hyperinflation. Sumner denounced
paper money for causing a "social palsy".[17]

He took a favorable view of Morris and ap-
proved of the Bank of North America as a
sound financial scheme. Charles J. Bullock
took nearly the identical stance in his work on
the same topic, The Finances of the United
States from 1775 to 1789, With Especial
Reference to the Budget.^ His work only dif-
fered from Sumner's in that it was an institu-
tional rather than a political history. Another
institutional history relating to national finance
published at this time was Lawrence Lewis,
Jr.'s brief History of the Bank of North
America: The First Bank Chartered in the
United States.[19] Lewis viewed his subject
positively.

While Bolles, Sumner, and Bullock were
working out the hard-money position on na-
tional finance, a number of studies bolstered
the hard-money case at the state and colonial
level. Charles H. J. Douglas' The Financial
History of Massachusetts from the Organiza-
tion of the Massachusetts Bay Colony to the
American Revolution12^ gave extensive space
to monetary affairs. Douglas blamed
Massachusetts' paper-money policies on the
masses of impoverished debtors. William
Zebina Ripley's The Financial History of
Virginia, 1609-1776[211 devoted two chapters
to monetary issues. Ripley praised Virginia, the
last colony to issue bills of credit, for avoiding
the temptation for so long. C. W. Macfarlane,
in his article on "Pennsylvania Paper Curren-
cy",1221 presented extensive price series for
many commodities. Macfarlane's price infor-
mation was taken from colonial newspapers
and was amazingly complete. Although a hard-
money advocate, Macfarlane was forced to ad-
mit that bills of credit had suffered little
depreciation in Pennsylvania. "The most
strenuous opponents of paper money will hard-
ly deny, that under such circumstances [as
prevailed in Pennsylvania] the value of almost
any currency might be maintained. The dif-
ficulty is, that few legislative bodies are likely to
be as wise as the Assembly of Pennsylvania
seems to have been during this period."1231
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Frank Fenwick McLeod wrote "The History of
Fiat Money and Currency Inflation in New
England from 1620 to 1789".[241 He found that
the "fluctuating and complicated currency
retarded business and crippled commerce. . .
Inflation was triumphant, business
paralyzed".[25] Charles Bullock gathered
together three of his studies in his Essays on the
Monetary History of the United States.[261 Two
of them gave the history of paper money in
states that had* not previously been treated,
North Carolina and New Hampshire. The
third, "Three Centuries of Cheap Money in the
United States", was a general commentary.

The culmination of these colony and state
studies, and perhaps the premier work of the
hard-money school, was the massive two
volume Currency and Banking in the Province
of Massachusetts Bay by Andrew McFarland
Davis.[27] Imposingly researched, it examined
in detail the political struggles surrounding
Massachusetts' currency and banking legisla-
tion through the Parliamentary ban of 1751. It
also surveyed policies in other New England
colonies. It analyzed the economic conse-
quences of the various policies, blaming the
bills of credit for driving specie out of circula-
tion and raising exchange rates. Davis' resear-
ches led to his editing, in four volumes under
the title of Colonial Currency Reprints,
1682-1751, [28] the colonial pamphlet literature
on money.

Eventually, the hard-money position found
its way into more general secondary works and
texts. One of the most popular of these was
Horace White's Money and Banking: Il-
lustrated by American History.[29] White
devoted several chapters to colonial commodity
money, legal tender, bills of credit, colonial
banking, and the Bank of North America.
"The pamphlets and records of the colonial
period are filled with accounts of the distress
and demoralization caused by depreciated
paper made legal tender", he wrote; "the emis-
sion of bills of credit on loan was, in effect, a
conspiracy of needy landowners against the rest
of the community."1301 Later editions of A.
Barton Hepburn's A History of Currency in the
United States[3U also included chapters presen-
ting the hard-money line on colonial and Con-

tinental paper money. Hepburn even denounc-
ed the practices of Pennsylvania. Finally, the
hard-money case was cautiously but ably
defended in Davis Rich Dewey's Financial
History of the United States.l32]

One notion that has often been attributed to
the hard-money school is that paper money was
always instituted at the behest of poor, agrarian
debtors. The hard-money school did recognize
that depreciating money helped debtors and
hurt creditors, giving debtors an incentive for
supporting paper money, but they did not
necessarily equate debtor interests with
agrarian or lower-class interests. Only Douglass,
Bullock, and White hinted at such an explana-
tion, and none of them developed it at any
length. If the poor-agrarian-debtor thesis came
to dominate historical interpretations, the hard-
money school is not responsible. The respon-
sibility really belongs to the historians of the
progressive school, none of whom wrote
specifically on money.

IV

After the turn of the century, the hard-
money school began to lose its prominence.
This was in part due to the increasing popular-
ity of the ideas of managed money. Even before
the Keynesian revolution, economists were con-
cluding that government management of the
money supply would be much more efficient
than reliance upon the precious metals. The
first signs of a shift in historical interpretation
came with the publication of several new colony
studies. Clarence P. Gould's Money and
Transportation in Maryland, 1720-1765[33]

appeared in 1915, and in 1923 Kathryn L.
Behrens published her Paper Money in
Maryland, 1727 - 1789.[34] Gould, who devoted
only one chapter to transportation, was almost
ecstatic over Maryland's paper-money policy.
"Considering the peculiar benefits to grain and
tobacco culture, the conveniences offered to
trade, the exceptionally high exchange that the
bills maintained throughout most of their life,
and the faithful redemption of every shilling at
face value, it is hardly too much to say that this
was the most successful paper money issued by
any of the colonies."1351 Behrens, whose study
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extended into the revolutionary period, was on-
ly slightly less enthusiastic, and she agreed that
"As a colony Maryland had solved the problem
of paper currency. "[36] Although not as
substantial as the studies of Gould and
Behrens, Richard S. Rodney's Colonial
Finances in Delaware1*7^ also saw paper money
as necessary and beneficial. Another state study
published about the same time was William
Estill Heath's article, "The Early Colonial
Money System of Georgia", a purely descrip-
tive account that took no position on the
desirability of paper money.[38]

In 1934 Curtis Putnam Nettels applied the
new interpretation foreshadowed in the works
of Gould and Behrens to all the colonies. His
book, The Money Supply of the American Col-
onies Before 1720,[391 was the first general
treatment from the managed-money school.
Actually, over half the book discussed not the
colonial money supply but the colonial balance
of payments. Nettels' consideration of this
issue, however, provided the groundwork for
his argument that the unfavorable balance of
payments caused a chronic shortage of money
in the colonies:

The colonies — as a debtor region — were con-
fronted with a continuous adverse balance of
payments, and their available specie was repeatedly
drawn away to creditors in Europe. The scarcity of
specie in America gave birth to a widespread belief that
prices of colonial products were ruinously low because
money was wanting. . . One solution of these dif-
ficulties appeared to be an enlargement of the volume
of currency.1401

On this basis, Nettels justified all of the col-
onial monetary experiments: the making of
commodity money legal tender, the devaluation
of the unit of account, and the issue of bills of
credit. All of them were efforts by the colonists
to attain some economic independence.

Even more outspoken in his defense of col-
onial monetary practices was the economist
Richard A. Lester. In his book, Monetary Ex-
periments: Early American and Recent Scan-
dinavian,1*^ he refined Nettels' argument
about the shortage of money. Precious metals
were too expensive a form of money for the col-
onies. By using cheaper paper money, the col-
onists were conserving resources and making
themselves wealthier. Previous historians had

distorted the colonial experience by ignoring
the middle colonies. "Since there was relatively
little depreciation in the middle colonies, most
of the writers have played up the experience of
the New England colonies. There the deprecia-
tion of the currency was more extreme." This
was due to "a peculiar currency arrangement"
in which "the paper money of each New
England colony was freely accepted without
discount in the other New England
colonies".[42] Thus, each colony had a built-in
incentive to issue bills of credit without
restraint. The middle colonies, on the other
hand, particularly Pennsylvania, used sound
money management to avoid depressions and
stimulate the economy. Lester argued that
without currency emissions, prices would have
fallen and depression would have resulted. In
short, "our colonial forefathers were much
more intelligent on money matters than hither-
to they have been given credit for being".1431

Although he provided a strong theoretical
justification for the managed-money school,
Lester's research was limited. The work that
finally nailed down the managed-money inter-
pretation historically was Leslie Van Horn
Brock's dissertation, "The Currency of the
American Colonies, 1700-1764: A Study in
Colonial Finance and Imperial Relations".1441

Overlapping and bringing forward Nettels' ac-
count through the Currency Act of 1764, it was
thoroughly researched and has become the
standard treatment of the subject. It gave a
history of the monetary policies in each colony,
in the process confirming the conclusion that
on the whole paper money was salutary.
Because of the specie drain, it was needed, and
most colonies issued it with enough restraint to
be successful.

Although the managed-money triumvirate of
Nettels, Lester, and Brock has supplanted the
hard-money school, both groups share certain
principles. Both accept the quantity theory of
money, and both have, at least implicitly,
stability of purchasing power as their policy ob-
jective. They differ as to the most efficient
means of attaining hat objective. Even on the
historical record, tieir differences are not as
great as at first they might seem. The hard-
money advocates freely admitted that the
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monetary policy of Pennsylvania resulted in
relatively less depreciation. As Gouge put it,
"All things go by comparison. The credit bills
of Pennsylvania were so much better than those
of the other Governments, . . . but it was not a
fact that they never sunk below the value of the
gold and silver which was current in the colony
before the first emission of its paper. "[45] For
the hard-money school, Pennsylvania's ex-
perience was exceptional; the prevailing tenden-
cy was toward massive depreciation. The
managed-money school, on the other hand, ad-
mitted that even in Pennsylvania some fall in
exchange rates took place — just not enough to
be concerned about. They also agreed that in
New England and during the Revolution too
much money did result in serious inflation. For
them, however, these cases were aberrations ex-
plained by extenuating circumstances (war, for
instance); Pennsylvania's experience was
typical.

While Nettels, Lester, and Brock were revis-
ing the interpretation of colonial finance, a few
historians were doing additional research on the
revolutionary period. Ralph V. Harlow's
"Some Aspects of Revolutionary Finance"[46]

gave a broad overview of the issue of paper
money by the Continental Congress and the
various states. William B. Norton, in "Paper
Currency in Massachusetts during the Revolu-
tion",1471 noted the relative conservatism of
Massachusetts' monetary policies during the
Revolution. Massachusetts placed greater
reliance on borrowing than on bills of credit
and attempted scrupulously to repay creditors.
Neither of these works attempted to revise the
previous negative historical verdict on revolu-
tionary bills of credit. Also important was
Anne Bezanson's Prices and Inflation During
the American Revolution,1**1 which provided
incredibly complete price series for the period.
Earlier Bezanson had coauthored with Robert
D. Gray and Miriam Hussey a similar book
about Prices in Colonial Pennsylvania.[49] The
Bezanson-Gray-Hussey series were those used
by Lester in his study of Pennsylvania currency.
William I. Davisson's "Essex County Price
Trends: Money and Markets in 17th Century
Massachusetts",1501 gave colonial price
statistics for a different area and an earlier cen-

tury. Davisson's figures only went up to 1685,
before the first paper-money emission, but they
covered the years during which the
Massachusetts mint operated, which Davisson
felt had had a stabilizing influence on prices.
The most recent study of colonial prices is John
J. McCusker's Money and Exchange in Europe
and America, 1600-1775: A Handbook.1*"
This monumental work of research gives series
on the exchange rates between all the colonies
and London, painstakingly pieced together
from a huge array of contemporary
quotations.

Most of the research done after Nettels,
Lester, and Brock has built upon or refined
their approach. Theodore Thayer's general
commentary on "The Land-Bank System in the
American Colonies",1521 was not totally un-
critical. He felt that land banks had failed in
New England, both because they over-issued
money and because the security they required
was inadequate. "Nevertheless, in four colonies
— Pennsylvania, New Jersey, New York, and
Maryland — the system was on the whole suc-
cessful and is deserving of more attention than
it has been given."1531 E. James Ferguson, in
his "Currency Finance: An Interpretation of
Colonial Monetary Practices",1541 ostensibly
dealt with both the land bank and "currency
finance" methods of emitting bills of credit,
although he gave greater consideration to the
latter. He surveyed the historical literature and
did battle, again, with the hard-money school.
"An effort will be made to show that in the
middle colonies, from New York to Maryland,
paper money was successful. Secondly, it will
be argued that except in New England and the
Carolinas, paper money did not engender any
great conflict between broad classes of the
population."1551 Ferguson later reworked his
article and made it the first chapter of his book,
The Power of the Purse: A History of
American Public Finance, 1776- 179O.[56] The
book was a welcome addition to the literature
on finance during the revolutionary and con-
federation periods, but its analysis of the Con-
tinental inflation was quite standard.
Ferguson's real contribution was his coverage
of the debt and taxation questions. He also
painted a less favorable picture of Robert Mor-
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ris than had Sumner. Bray Hammond's highly
overrated Banks and Politics in America: From
the Revolution to the Civil Warl57] addressed its
first two chapters to pre-1789 monetary history.
Predictably, Hammond thought highly of the
Bank of North America. He, alone among
historians, even praised Rhode Island's emis-
sions of paper money. His main purpose,
however, was to discredit the myth that paper
money was supported by poor, agrarian
debtors. On the contrary, the demand for paper
money, claimed Hammond, whether bills of
credit, Continentals, or bank notes, came from
sophisticated merchants and commercial in-
terests.

Of the few state studies done after 1941 when
Brock wrote his dissertation, the only one not
holding to the managed-money line was Donald
L. Kemmerer's "Paper Money in New Jersey,
1668-1775".[58] Kemmerer, in fact, found a
boom-bust cycle accompanying New Jersey's
paper money policies. When new paper-money
was injected into the economy, an inflationary
boom would result. When the money was
redeemed, a deflationary depression followed.
Kemmerer concluded that "the method of sud-
denly expanding and gradually contracting the
paper-money supply was largely responsible for
both evils".1591 Peter E. Ellertsen, on the other
hand, thought much more highly of New
Jersey's policies in his article, "Prosperity and
Paper Money: The Loan Office Act of
1723".[80] Looking at a shorter time span, he
decided that the loan office was responsible for
New Jersey's great prosperity. Richard M.
Jellison's "Paper Currency in Colonial South
Carolina: A Reappraisal"1611 was also
favorable. "The first period, from 1703 to
1731, was one of much experimentation and
may be characterized by depreciation. The
years following 1731 witnessed not only com-
plete acceptance of the medium but also stabili-
ty in its value."1621 Jellison's conclusions were
significant because managed-money historians
had usually conceded that South Carolina's
paper-money policies were as bad as those in
New England.1631

Bray Hammond was probably the most vocal
in his efforts to debunk the poor-agrarian-
debtor thesis, but he was not the most per-

suasive. Ten years earlier, Joseph Dorfman, in
his examination of the colonial monetary
debate in The Economic Mind in American
Civilization, discovered that "Contrary to the
tradition that historians have perpetuated, a
critical analysis of the contemporary literature
indicates that the proponents as well as the
critics [of paper money] were not poor debtors
or agrarians, but for the most part officials,
ministers, merchants, and men of substance
and learning in general".[64] Dorfman's conclu-
sion was confirmed by George Athan Billias. In
The Massachusetts Land Bankers of 1740,[65]

Billias systematically investigated the pro-
ponents and opponents of Massachusetts' 1740
land-bank scheme and found that the poor-
agrarian-debtor thesis did not hold. Herman J.
Belz, in two journal articles,1661 extended the
description of political forces battling over
paper money in Massachusetts both forward
and backward from 1740. Although he found
some agrarian support for paper money
schemes, Belz agreed that the most significant
support came from merchant groups.

Along with the political forces within the col-
onies fighting over monetary policy, historians
have explored the implications of the money
issue for the colonial relationship with Great
Britain. Some argue that the colonists' frustra-
tions with British monetary restrictions con-
tributed to the Revolution. Robert M. Weir
found in his article, "North Carolina's Reac-
tion to the Currency Act of 1764,"[871 that this
was true in North Carolina. Jack P. Greene and
Richard J. Jellison, in "The Currency Act of
1764 in Imperial-Colonial Relations,
1764-1776",I681 examined the various eva-
sions of the Currency Act that occurred in all
the colonies outside of New England and the
colonial effort to get the act reinterpreted,
modified, or repealed. They decided that the
act was an important psychological irritant in
British - American relations. Lawrence H. Gip-
son's "Virginia Planter Debts before the
American Revolution"1691 described the genesis
of the Currency Act of 1764 and showed how it
originated from the desire of British creditors
to protect themselves from Virginia's monetary
legislation. Jack M. Sosin's discussion of the
Currency Act and the colonial reaction to it in
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"Imperial Regulation of Colonial Paper
Money, 1764-1773"1701 treated in less detail
the material covered by Gipson and Greene and
Jellison and reached the same conclusion.

One area of monetary history that has cap-
tured the interest of at least one historian is
counterfeiting. Counterfeiting was endemic in
colonial and revolutionary America, and at
times caused very serious problems for the col-
onies' paper money issues. The counterfeiting
of Continentals was especially serious. Kenneth
Scott investigated this topic in his book,
Counterfeiting in Colonial America,[71] and in
numerous articles and monographs on in-
dividual colonies.1721

Many of Scott's contributions appeared in
numismatic journals, which have a special in-
terest in counterfeiting. Although largely ig-
nored by mainstream historians, the
numismatic discussions of colonial money are
excellent references. Often they are more com-
prehensive and thorough with regard to such
matters as the dates, the quantities, and the
denominations of paper money emissions. Eric
P. Newman's The Early Paper Money of
America is the standard numismatic guide,
superseding all previous catalogues and pro-
viding extensive bibliographical references to
the remainder of the numismatic literature.[73]

The writings on the political ramifications of
monetary policy so far discussed — those of
Billias, Greene and Jellison, Sosin, and the
others — if not directly reinforcing the
managed-money school's interpretation, are at
least consistent with it. Only a few recent
writings have contradicted the managed-money
orthodoxy in any fashion. The first of these, M.
L. Burstein's "Colonial Currency and Contem-
porary Monetary Theory: A Review
Article",1741 was highly technical and not based
on a wide range of secondary material (let alone
primary sources), but it did contain some
thoughtful theorizing. Burstein compared
figures on Pennsylvania's money supply with
data on prices in Pennsylvania and England,
the exchange rate, and interest rates. His con-
clusion was that "reasonably long-run

elasticities of liquidity preference [were] very
high indeed".1751 What that means is that
changes in the money supply did not matter. In
the long-run, prices in Pennsylvania were com-
parable to those in London and the exchange
rate was stable regardless of what happened to
the quantity of money. By reaching this conclu-
sion, Burstein struck at the heart of both the
hard-money and managed-money schools. In
effect, the demand for money was so flexible
that the colonists could absorb into their cash
balances as much money as was printed and the
much touted money shortgage was a mirage.
This premise, that money does not matter, is
such an important feature of modern Keynesian
economics that it is a wonder that no one before
had applied it to the colonial experience. Un-
fortunately, even if one accepted Burstein's
theoretical premise, his use of limited data
made his conclusions highly tentative.

Another author who questioned the whole
quantity-theory framework was Joseph Albert
Ernst. One of Ernst's early contributions, an
article entitled "Colonial Currency: A Modest
Inquiry into the Uses of the Easy Chair and the
Meaning of the Colonial System of Freely
Floating International Exchange",1761 was a
reply to Burstein. Ernst expanded the article in-
to a chapter of his book, Money and Politics in
America, 1755 - 1775: A Study in the Currency
Act of 1764 and the Political Economy of
Revolution}11^ Like Burstein, Ernst contended
that the quantity of money did not really matter
internationally for the determination of ex-
change rates. Exchange rates were governed by
changes in the balance of payments, which in
turn were determined by the sale of colonial ex-
ports, the purchase of imports by colonists, and
the inflow of English capital. Unlike Burstein,
Ernst inconsistently maintained that the quanti-
ty of money did matter domestically, and he ac-
cepted the managed-money school's position
on the necessity of printing money to alleviate
the specie shortgage. The rest of his book was a
discussion of the politics surrounding the Cur-
rency Act of 1764 in which Ernst argued for a
new economic interpretation of the
Revolution.1781 He covered much the same ter-
ritory as Weir, Greene and Jellison, Gipson,
and Sosin, but in doing so he presented an ac-
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count of colonial monetary practices that
started in 1764, where Brock leaves off.

While Burstein and Ernst both attacked the
quantity-theory framework used by the hard-
money and managed-money schools, their
policy recommendations were more congenial
with managed money. In Ernst's case this
followed from his acceptance of the domestic
importance of the money supply. In Burstein's
case, since the quantity of money does not mat-
ter, there could be no serious objection to in-
creasing it through the printing press. Only one
recent writer has disputed the managed-money
school's policy recommendations: Roger W.
Weiss, in his article, "The Issue of Paper
Money in the American Colonies,
1720-1774".[79] Weiss argued that the col-
onies suffered from no real scarcity of specie.
Using data from Pennsylvania and Boston, he
attempted to demonstrate that even without the
emission of paper money, prices would have
risen rather than fallen.1801 Colonial money
issues were not well managed anyway; "Their
volume changed erratically and with a large
amplitude." This was due to the fact that "the
issues were made to meet the needs of the col-
onial treasuries and these needs rose greatly in
times of war".[81] He adds that "it should be
clear that a monetary system, the changes in
whose issues of paper money depend on the er-
ratic fiscal needs of government, will not very
well serve the need for maintaining a stable
money supply or of balancing the international
movements of specie".[82] By casting doubt on
the government's ability to manage the money
and by denying the colonial shortage of specie,
Weiss is resurrecting the hard-money approach.
More recently, Weiss has bolstered his conclu-
sions with a study of "The Colonial Monetary
Standard of Massachusetts".1831

IV

In appraising the state of historical research
on money in America before 1789, one glaring
deficiency is immediately obvious. There is no
general overall treatment of the monetary prac-
tices in the states during the confederation
period. Despite the seeming importance of this
period toward influencing the monetary ar-

rangements in the Constitution, it is usually
treated as an addendum to the revolutionary or
colonial period. Some, though not all, of the
state studies go through to 1789.1841

The revolutionary period is adequately
covered by both general and specific works, but
they all share a common interpretation. All
agree that bills of credit issued by the Continen-
tal and state governments resulted in a serious
hyperinflation. Some controversy exists over
the Bank of North America, the character of
Robert Morris, and the necessity of bills of
credit for the war effort, but the really in-
teresting questions in this period seem to lie
outside the field of monetary history.

In contrast to the two later periods, the col-
onial period has both an extensive literature
and rousing controversy. The main problem is
that the older works of the hard-money school
are, for the most part, theoretically superior to
the newer treatments by the managed-money
school, but the newer treatments are historical-
ly sounder than the older, out of date works.
To get a competely accurate picture of the col-
onial monetary experience, one must consult
the newer works for data and the older works
for theory.

Consider some of the justifications for the
colonial monetary policies that have graced the
writings, from Franklin to Ferguson, of the
managed-money school. By the far the most
pervasive is the claim that due to an un-
favorable balance of trade, the colonies suf-
fered from a chronic shortage of money. The
best rejoinder to that claim is still the one given
by Adam Smith: "No complaint, however, is
more common than that of a scarcity of money.
Money, like wine, must always be scarce with
those who have neither wherewithal to buy it,
nor credit to borrow it."[85]

Money is a medium of exchange. When a
good is used as money, it is desired so that it
can be exchanged for other goods. It is not used
up in consumption or production. Therefore,
any stock of the monetary good, within certain
very wide physical limits, can perform the
monetary function with equal facility. There is
no optimal supply of money. Increases in the
stock of money confer no social benefit;
decreases cause no harm. A smaller stock of
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money simply requires that a given monetary
unit have greater purchasing power or, in other
words, that prices be lower.

Most writers, even Sumner, White, and some
of the other members of the hard-money
school, have denigrated the colonial use of
tobacco, wampum, and other commodities as
money. They ignore that fact that all money,
even gold and silver, emerges on the market
when some commodity previously only used for
consumption or production is employed as a
medium of exchange because of its wide
marketability. Gold and silver are more
durable, portable, and divisible than other
commodity monies, but the colonial use of their
staples and other less satisfactory commodities
as monies befitted their low level of economic
development. The colonial domestic economy
was just not that complex.

The colonial trade with England and other
areas, in contrast, was highly developed, and
here it is argued that the colonists' unfavorable
balance of trade drained away their specie.
However, regional trade balances are merely
aggregations of individual trade balances.
Every individual has his own balance of
payments for any given period, during which he
will add to, subtract from, or leave unchanged
his own cash holdings. Any net flows of money
in regional balances of payment result solely
from changes in the demand for money. Specie
and foreign coins were readily available, and all
that colonists had to do was to trade for them.
The balance of trade was not an exogeneous
condition foisted by circumstances upon the
colonists; it resulted from their own market
preferences. "The colonists evidently preferred
to import British goods rather than invest in an
improved domestic monetary system", point
out James Shepherd and Gary Walton. "Their
preference was to substitute other forms of
media for specie, rather than to manage with
less British and European manufactured
goods."1861 The lament that the colonists could
not pay their debts to English merchants
because an unfavorable balance of trade had
drained off all their specie is no more valid than
the excuse given by an individual debtor that he
cannot repay the money he owes to a bank
because he had an unfavorable balance of

payments that month.[87]

Another argument cites as evidence of a
shortage of money the fact that interest rates
were too high or that money was too "tight".
This argument confuses a shortage of money
with the scarcity of capital. The interest rate is
not the price for money; rather it is the price in
the time market. All individuals discount the
future against the present, but different in-
dividuals do so at different rates. The interest
rate is the premium received by savers for
foregoing present consumption. Savings must
occur for capital to accumulate, and high in-
terest rates indicate that immediate consump-
tion is more important to the economy than
capital accumulation. The high interest rates in
colonial America reflected the scarcity of
capital. Usury laws probably converted the
capital scarcity into a shortage, making savings
unavailable at the legal rate. The way to
alleviate the scarcity was — as happened
through time — to save more capital.1881

Printing new money can seemingly alleviate
the scarcity of capital if it is injected through
the loan market, as in the case of colonial land
banks. The supply of loanable funds increases
and the interest rate falls. However, this fall in
interest is not matched by an increase in real
saving. No one has foregone present consump-
tion. Therefore, the investments induced by the
fall in interest rates are really malinvestments,
misallocating resources. This generates a
boom - bust trade cycle. The new money enters
the loan market, interest rates fall, and in-
vestments are induced. As the new money cir-
culates throughout the economy, the new in-
vestments turn out to be malinvestments and
they suffer losses; a depression results.1891

This explains the apparent prosperity that
followed the first emission of new money, and
the boom-bust cycle noted by Kemmerer in
New Jersey. It also exposes the fallacy in
Lester's defense of managed money for preven-
ting depressions. Lester equates falling prices
with depression. Actually, during several
historical periods, secularly falling prices and
economic prosperity have existed simultaneous-
ly. A depression is a cluster of business failures
caused by the distortion of interest rates that
accompanies the injection of new money in the
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loan market. The prosperity of the boom phase
of the cycle is merely an illusion.

In one sense, however, the clamor over the
shortage of money in the colonies was valid.
Colonial governments were continuously ex-
periencing such a shortage. To finance a war
through taxes collected in the form of tobacco
or wampum was inconvenient and difficult. To
require citizens who did not ordinarily use
specie to pay taxes in that form was burden-
some. The connection between the colonial
wars and the issue of paper money was no coin-
cidence, nor was the connection between over-
due tax debts and paper money in Shays'
rebellion. Paper money was often demanded
because it would make tax payments easier. In
the case of the revolutionary bills of credit,
paper money was issued in lieu of taxes
altogether.

When managed-money advocates argue that
paper money is less expensive than specie, they
are thinking in terms of macro-economic ag-
gregates that never influence people's economic
actions. No one ever decides on the basis of the
overall cost to society to use a paper shilling
rather than a silver shilling. Individuals only act
according to the specific array of costs and
prices facing them, and if the prices they pay
and earn are the same in both paper and silver
shillings, then it will be a matter of indifference
to them which they use. The important
economic fact is that paper money is less expen-
sive to the person or institution issuing it.
Specie can only be acquired by trading
something that was produced for it. Paper
money can just be created and spent. Conse-
quently, the issuing of paper money
redistributes wealth and income. Economically,
it is no different from counterfeiting.

The hard-money school was correct in noting
that paper money depreciates. The quantity
theory of money holds true to the extent that
prices are always higher after the issue of new
money than they otherwise would have been.
The price level, however, might not change
dramatically because other factors go into its
determination. By resting the case against paper
money solely on depreciation, they left
themselves open in those cases, like Penn-
sylvania, where the depreciation was relatively

limited. Even if there is no depreciation, the
printing of paper money always has distribu-
tion effects. It always shifts resources from pro-
ducers to the non-producing issuers and their
privileged favorites. This makes paper money
objectionable even when there is little deprecia-
tion.

The first gainer is the issuer of paper money,
who spends it for something he wants. Since he
has produced nothing in exchange for the pur-
chased good, someone else must lose. This is
accomplished either through a rise in prices, to
the extent that the new money circulates, or a
decrease in current consumption, to the extent
that the new money is held in cash balances. In
one case the new money creates a hidden tax on
cash holdings; in the other, a forcible loan at
zero interest. In addition to the first issuer,
those whose incomes rise before the prices they
pay also benefit. Those who are hurt the most
are those facing prices that go up before their
incomes. Individuals on fixed incomes lose.
Debtors gain at the expense of creditors. Deb-
tors, furthermore, are not always poor, and
quite often during the colonial period they were
wealthy merchants and landowners. Merchants
may be debtors and creditors both, and they
may shift back and forth. If the new money is
injected through the loan market, it temporarily
lowers interest rates which benefits mer-
chants and businessmen who wish to expand
their operations. The price of durable goods,
like land, is very sensitive to interest rates. A
fall in interest tends to raise the price of land, so
landowners also benefit.1901 Land speculators
who are also debtors doubly benefit. Thus, the
political revisionism of the managed-money
school is the one area where their reinterpreta-
tion of events has merit. The support of
wealthy merchants and landowners for paper
money makes theoretical sense.

A corollary of the quantity theory of money
is the purchasing power parity theory, which
claims that the exchange rate between coex-
isting monies will tend to equate to their pur-
chasing power. If dollars can buy five times
more than shillings, then the exchange rate will
tend to be five shillings per dollar. This theory
allowed the hard-money school to measure the
depreciation of paper money through the fall in
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its exchange rate with English sterling. Ernst
argued that the purchasing power parity theory
is oversimplified; that exchange rates between
London and America were determined by the
value of imports bought, and the value of ex-
ports sold, and the value of capital flows.
Ernst's argument is a non sequitur. No pur-
chasing power parity theorist has ignored the
operation of supply and demand in the deter-
mination of exchange rates. These very forces
are the ones that bring about purchasing power
parity.1911

For example, if a colony should increase its
money supply, the price of its domestic pro-
ducts will rise. This makes foreign goods
relatively cheaper. Imports will increase, and
exports will decrease. These factors combined
will drive up the exchange rate until the point is
reached where purchasing power parity is
restored. If the exchange rate is not at parity, if
for instance the dollar will buy only five times
more than a shilling, but the exchange rate is six
shillings per dollar, then individuals can profit
by trading dollars for shillings and buying pro-
ducts. This lowers the shilling demand for
dollars and products that can be bought with
dollars and raises the dollar demand for shill-
ings and products that can be bought with shill-
ings. This will drive down the exchange rate
toward five shillings per dollar.[92]

The purchasing power parity theory holds
whether the monies coexist in the same
geographical area or are employed mainly in
different areas. Government fixing of the ex-
change rate is totally unnecessary. When the
government does fix the exchange rate, it never
fixes it at the market parity rate. As a conse-
quence, one of the monies is overvalued while
the other is undervalued. In the example above,
if the government fixed the rate at six shillings
per dollar, shillings are artificially undervalued
and dollars are artificially overvalued. In-
dividuals will increase their demand for shill-
ings and decrease their demand for dollars. Any
price denominated at the fixed rate of six shill-
ings to the dollar when the market rate is five
shillings to the dollar will be paid in dollars.
Since the exchange rate cannot adjust, a surplus
of dollars and a shortage of shillings will
emerge. This result is a classic illustration of

Gresham's Law; bad money has driven out
good, or more precisely stated, money ar-
tificially overvalued by government has driven
out of circulation money artificially under-
valued.

The monetary history of the colonies offers
many demonstrations of the operation of
Gresham's Law. Through legal tender laws the
exchange rate between different monies was fix-
ed. Usually specie was artificially undervalued.
Tobacco drove out specie, or paper money
drove out specie, or light coins drove out heavy
coins. The colonial juggling of the unit of ac-
count was a special kind of rate fixing. It did
not usually fix the exchange rate between two
different monies, because the colonial shillings
were allowed to float in terms of British shill-
ings, but merely changed the denomination of
the existing money. Suddenly, a coin that was
previously worth five shillings was now worth
six shillings. This encouraged the importation
of coins, gave a boost to exports, and
discouraged imports. The effect was tem-
porary, however as prices would immediately
rise in terms of the new unit of account so that
the same coin would purchase the same quanti-
ty of goods as before.

In short, the hard-money school was basical-
ly correct. The colonial — and revolutionary —
monetary experience was a continuous stream
of government failures. There was no shortage
of money. That complaint provided the excuse
for governments and special interests to
plunder the economy through the printing of
paper money. In the New England colonies, the
depreciation was so severe that the monetary
system was nearly wrecked, as it finally was
throughout America during the Revolution.
Even though depreciation was more mild in the
middle colonies, the printing of money still had
distribution effects. In all the colonies, the
monetary policies were erratic and subservient
to the fiscal appetite of governments. When
bills of credit were emitted through land banks,
they had the further undesirable effect of
distorting interest rates. Paper money did not
generate prosperity, it generated the
boom - bust trade cycle. At the same time, legal
tender laws drove specie out of circulation. On
the whole, it was an abysmal record.
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