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Preface to

the English-Language Edition

The social order created by the philosophy of the Enlighten-
ment assigned supremacy to the common man. In his capacity as
a consumer, the “regular fellow” was called upon to determine
ultimately what should be produced, in what quantity and of
what quality, by whom, how, and where; in his capacity as a
voter, he was sovereign in directing his nation’s policies. In the
precapitalistic society those had been paramount who had the
strength to beat their weaker fellows into submission. The much
decried “mechanism” of the free market leaves only one way open
to the acquisition of wealth, viz.,, to succeed in serving the con-
sumers in the best possible and cheapest way. To this ‘““democracy”
of the market corresponds, in the sphere of the conduct of affairs
of state, the system of representative government. The greatness
of the period between the Napoleonic Wars and the first World
War consisted precisely in the fact that the social ideal after the
realization of which the most eminent men were striving was
free trade in a peaceful world of free nations. It was an age of
unprecedented improvement in the standard of living for a
rapidly increasing population. It was the age of liberalism.

Today the tenets of this nineteenth-century philosophy of lib-
eralism are almost forgotten. In continental Europe it is remem-
bered only by a few. In England the term “liberal” is mostly used
to signify a program that only in details differs from the totali-
tarianism of the socialists.* In the United States “liberal” means
today a set of ideas and political postulates that in every regard
are the opposite of all that liberalism meant to the preceding

* Yet one should mention the fact-that a few eminent Englishmen continue
to espouse the cause of genuine liberalism.
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generations. The American self-styled liberal aims at government
omnipotence, is a resolute foe of free enterprise, and advocates
all-round planning by the authorities, i.e., socialism. These “lib-
erals” are anxious to emphasize that they disapprove of the
Russian dictator’s policies not on account of their socialistic or
communistic character but merely on account of their imperial-
istic tendencies. Every measure aiming at confiscating some of the
assets of those who own more than the average or at restricting the
rights of the owners of property is considered as liberal and pro-
gressive. Practically unlimited discretionary power is vested in
government agencies the decisions of which are exempt from
judicial review. The few upright citizens who dare to criticize this
trend toward administrative despotism are branded as extremists,
reactionaries, economic royalists, and Fascists. It is suggested that
a free country ought not to tolerate political activities on the part
of such “public enemies.”

Surprisingly enough, these ideas are in this country viewed
as specifically American, as the continuation of the principles and
the philosophy of the Pilgrim Fathers, the signers of the Declara-
tion of Independence, and the authors of the Constitution and
the Federalist papers. Only few people realize that these allegedly
progressive policies originated in Europe and that their most
brilliant nineteenth-century exponent was Bismarck, whose poli-
cies no American would qualify as progressive and liberal. Bis-
marck’s Sozialpolitik was inaugurated in 1881, more than fifty
years before its replica, F. D. Roosevelt’s New Deal. Following in
the wake of the German Reich, the then most successful power,
all European industrial nations more or less adopted the system
that pretended to benefit the masses at the expense of a minority
of “rugged individualists.” The generation that reached voting
age after the end of the first World War took statism for granted
and had only contempt for the “bourgeois prejudice,” liberty.

When, thirty-five years ago, I tried to give a summary of the
ideas and principles of that social philosophy that was once known
under the name of liberalism, I did not indulge in the vain hope
that my account would prevent the impending catastrophes to
which the policies adopted by the European nations were mani-
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festly leading. All I wanted to achieve was to offer to the small
minority of thoughtful people an opportunity to learn something
about the aims of classical liberalism and its achievements and
thus to pave the way for a resurrection of the spirit of freedom
after the coming debacle.

On October 28, 1951, Professor J. P. Hamilius of Luxem-
bourg ordered a copy of Liberalismus from the publishing firm
of Gustav Fischer in Jena (Russian Zone of Germany). The
publishing firm answered, on November 14, 1951, that no
copies of the book were available and added: “Die Vorrite
dieser Schrift mussten auf Anordnung behérdlicher Stellen
restlos makuliert werden.” (By order of the authorities all the
copies of this book had to be destroyed.) The letter did not say
whether the “authorities” referred to were those of Nazi Ger-
many or those of the “democratic” republic of East Germany.

In the years that elapsed since the publication of Liberalismus
I have written much more about the problems involved. I have
dealt with many issues with which I could not deal in a book the
size of which had to be limited in order not to deter the general
reader. On the other hand, I referred in it to some matters that
have little importance for the present. There are, moreover, in
this book various problems of policy treated in a way which can
be understood and correctly appreciated only if one takes into
account the political and economic situation at the time in which
it was written.

I have not changed anything in the original text of the book
and did not influence in any way the translation made by Dr.
Ralph Raico and the editing done by Mr. Arthur Goddard. I am
very grateful to these two scholars for the pains they took in
making the book available to the English-reading public.

Ludwig von Mises
New York, April, 1962
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Introduction

1. Liberalism

The philosophers, sociologists, and economists of the eight-
eenth and the early part of the nineteenth century formulated a
political program that served as a guide to social policy first in
England and the United States, then on the European continent,
and finally in the other parts of the inhabited world as well.
Nowhere was this program ever completely carried out. Even in
England, which has been called the homeland of liberalism and
the model liberal country, the proponents of liberal policies never
succeeded in winning all their demands. In the rest of the world
only parts of the liberal program were adopted, while others,
no less important, were either rejected from the very first or dis-
carded after a short time. Only with some exaggeration can one
say that the world once lived through a liberal era. Liberalism
was never permitted to come to full fruition.

Nevertheless, brief and all too limited as the supremacy of
liberal ideas was, it sufficed to change the face of the earth. A
magnificent economic development took place. The release of
man’s productive powers multiplied the means of subsistence
many times over. On the eve of the World War (which was itself
the result of a long and bitter struggle against the liberal spirit
and which ushered in a period of still more bitter attacks on
liberal principles), the world was incomparably more densely
populated than it had ever been, and each inhabitant could live
incomparably better than had been possible in earlier centuries.

1



2 Liberalism: A Socio-Economic Exposition

The prosperity that liberalism had created reduced considerably
infant mortality, which had been the pitiless scourge of earlier
ages, and, as a result of the improvement in living conditions,
lengthened the average span of life.

Nor did this prosperity flow only to a select class of privileged
persons. On the eve of the World War the worker in the indus-
trial nations of Europe, in the United States, and in the overseas
dominions of England lived better and more graciously than the
nobleman of not too long before. Not only could he eat and drink
according to his desire; he could give his children a better educa-
tion; he could, if he wished, take part in the intellectual and cul-
tural life of his nation; and, if he possessed enough talent and
energy, he could, without difficulty, raise his social position. It
was precisely in the countries that had gone the farthest in adopt-
ing the liberal program that the top of the social pyramid was
composed, in the main, not of those who had, from their very
birth, enjoyed a privileged position by virtue of the wealth or
high rank of their parents, but of those who, under favorable
conditions, had worked their way up from straitened circum-
stances by their own power. The barriers that had in earlier ages
separated lords and serfs had fallen. Now there were only citizens
with equal rights. No one was handicapped or persecuted on ac-
count of his nationality, his opinions, or his faith. Domestic po-
litical and religious persecutions had ceased, and international
wars began to become less frequent. Optimists were already hail-
ing the dawn of the age of eternal peace.

But events have turned out otherwise. In the nineteenth cen-
tury strong and violent opponents of liberalism sprang up who
succeeded in wiping out a great part of what had been gained
by the liberals. The world today wants to hear no more of liberal-
ism. Outside England the term “liberalism” is frankly proscribed.
In England, there are, to be sure, still “liberals,” but most of
them are so in name only. In fact, they are rather moderate
socialists. Everywhere today political power is in the hands of the
antiliberal parties. The program of antiliberalism unleashed the
forces that gave rise to the great World War and, by virtue of
import and export quotas, tariffs, migration barriers, and similar
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measures, has brought the nations of the world to the point of
mutual isolation. Within each nation it has led to socialist ex-
periments whose result has been a reduction in the productivity
of labor and a concomitant increase in want and misery. Whoever
does not deliberately close his eyes to the facts must recognize
everywhere the signs of an approaching catastrophe in world
economy. Antiliberalism is heading toward a general collapse of
civilization.

If one wants to know what liberalism is and what it aims at,
one cannot simply turn to history for the information and inquire
what the liberal politicians stood for and what they accomplished.
For liberalism nowhere succeeded in carrying out its program as
it had intended.

Nor can the programs and actions of those parties that today
call themselves liberal provide us with any enlightenment con-
cerning the nature of true liberalism. It has already been men-
tioned that even in England what is understood as liberalism
today bears a much greater resemblance to Toryism and socialism
than to the old program of the freetraders. If there are liberals
who find it compatible with their liberalism to endorse the
nationalization of railroads, of mines, and of other enterprises,
and even to support protective tariffs, one can easily see that now-
adays nothing is left of liberalism but the name.

Nor does it any longer suffice today to form one’s idea of lib-
eralism from a study of the writings of its great founders. Liberal-
ism is not a completed doctrine or a fixed dogma. On the contrary:
it is the application of the teachings of science to the social life
of man. And just as economics, sociology, and philosophy have
not stood still since the days of David Hume, Adam Smith, David
Ricardo, Jeremy Bentham, and Wilhelm Humboldt, so the doc-
trine of liberalism is different today from what it was in their
day, even though its fundamental principles have remained un-
changed. For many years now no one has undertaken to present
a concise statement of the essential meaning of that doctrine. This
may serve to justify our present attempt at providing just such
a work.
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2. Material Welfare

Liberalism is a doctrine directed entirely towards the con-
duct of men in this world. In the last analysis, it has nothing else
in view than the advancement of their outward, material welfare
and does not concern itself directly with their inner, spiritual
and metaphysical needs. It does not promise men happiness and
contentment, but only the most abundant possible satisfaction of
all those desires that can be satisfied by the things of the outer
world.

Liberalism has often been reproached for this purely external
and materialistic attitude toward what is earthly and transitory.
The life of man, it is said, does not consist in eating and drink-
ing. There are higher and more important needs than food and
drink, shelter and clothing. Even the greatest earthly riches can-
not give man happiness; they leave his inner self, his soul, unsatis-
fied and empty. The most serious error of liberalism has been
that it has had nothing to offer man’s deeper and nobler
aspirations.

But the critics who speak in this vein show only that they have
a very imperfect and materialistic conception of these higher and
nobler needs. Social policy, with the means that are at its disposal,
can make men rich or poor, but it can never succeed in making
them happy or in satisfying their inmost yearnings. Here all
external expedients fail. All that social policy can do is to remove
the outer causes of pain and suffering; it can further a system that
feeds the hungry, clothes the naked, and houses the homeless.
Happiness and contentment do not depend on food, clothing, and
shelter, but, above all, on what a man cherishes within himself.
It is not from a disdain of spiritual goods that liberalism con-
cerns itself exclusively with man’s material well-being, but from
a conviction that what is highest and deepest in man cannot be
touched by any outward regulation. It seeks to produce only
outer well-being because it knows that inner, spiritual riches
cannot come to man from without, but only from within his
own heart. It does not aim at creating anything but the outward
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preconditions for the development of the inner life. And there
can be no doubt that the relatively prosperous individual of the
twentieth century can more readily satisfy his spiritual needs than,
say, the individual of the tenth century, who was given no respite
from anxiety over the problem of eking out barely enough for
survival or from the dangers that threatened him from his
enemies.

To be sure, to those who, like the followers of many Asiatic
and medieval Christian sects, accept the doctrine of complete
asceticism and who take as the ideal of human life the poverty
and freedom from want of the birds of the forest and the fish of
the sea, we can make no reply when they reproach liberalism for
its materialistic attitude. We can only ask them to let us go our
way undisturbed, just as we do not hinder them from getting to
heaven in their own fashion. Let them shut themselves up in their
cells, away from men and the world, in peace.

The overwhelming majority of our contemporaries cannot
understand the ascetic ideal. But once one rejects the principle
of the ascetic conduct of life; one cannot reproach liberalism for
aiming at outer well-being.

3. Rationalism

Liberalism is usually reproached, besides, for being rational-
istic. It wants to regulate everything reasonably and thus fails to
recognize that in human affairs great latitude is, and, indeed,
must be, given to feelings and to the irrational generally—i.e.,
to what is unreasonable.

Now liberalism is by no means unaware of the fact that men
sometimes act unreasonably. If men always acted reasonably, it
would be superfluous to exhort them to be guided by reason.
Liberalism does not say that men always act intelligently, but
rather that they ought, in their own rightly understood interest,
always to act intelligently. And the essence of liberalism is just
this, that it wants to have conceded to reason in the sphere of
social policy the acceptance that is conceded to it without dispute
in all other spheres of human action.
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If, having been recommended a reasonable—i.e., hygienic—
mode of life by his doctor, someone were to reply: “I know that
your advice is reasonable; my feelings, however, forbid me to
follow it. I want to do what is harmful for my health even though
it may be unreasonable,” hardly anybody would regard his con-
duct as commendable. No matter what we undertake to do in
life, in order to reach the goal that we have set for ourselves we
endeavor to do it reasonably. The person who wants to cross a
railroad track will not choose the very moment when a train is
passing over the crossing. The person who wants to sew on a but-
ton will avoid pricking his finger with the needle. In every sphere
of his practical activity man has developed a technique or a tech-
nology that indicates how one is to proceed if one does not want
to behave in an unreasonable way. It is generally acknowledged
that it is desirable for a man to acquire the techniques which he
can make use of in life, and a person who enters a field whose
techniques he has not mastered is derided as a bungler.

Only in the sphere of social policy, it is thought, should it be
otherwise. Here, not reason, but feelings and impulses should
decide. The question: How must things be arranged in order to
provide good illumination during the hours of darkness? is gen-
erally discussed only with reasonable arguments. As soon, how-
ever, as the point in the discussion is reached when it is to be
decided whether the lighting plant should be managed by private
individuals or by the municipality, then reason is no longer con-
sidered valid. Here sentiment, world view—in short, unreason—
should determine the result. We ask in vain: Why?

The organization of human society according to the pattern
most suitable for the attainment of the ends in view is a quite
prosaic and matter-of-fact question, not unlike, say, the con-
struction of a railroad or the production of cloth or furniture.
National and governmental affairs are, it is true, more important
than all other practical questions of human conduct, since the
social order furnishes the foundation for everything else, and it
is possible for each individual to prosper in the pursuit of his
ends only in a society propitious for their attainment. But how-
ever lofty may be the sphere in which political and social ques-
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tions are placed, they still refer to matters that are subject to
human control and must consequently be judged according to
the canons of human reason. In such matters, no less than in all
our other mundane affairs, mysticism is only an evil. Our powers
of comprehension are very limited. We cannot hope ever to dis-
cover the ultimate and most profound secrets of the universe.
But the fact that we can never fathom the meaning and purpose
of our existence does not hinder us from taking precautions to
avoid contagious diseases or from making use of the appropriate
means to feed and clothe ourselves, nor should it deter us from
organizing society in such a way that the earthly goals for which
we strive can be most effectually attained. Even the state and the
legal system, the government and its administration are not too
lofty, too good, too grand, for us to bring them within the range
of rational deliberation. Problems of social policy are problems of
social technology, and their solution must be sought in the same
ways and by the same means that are at our disposal in the solu-
tion of other technical problems: by rational reflection and by ex-
amination of the given conditions. All that man is and all that
raises him above the animals he owes to his reason. Why should
he forgo the use of reason just in the sphere of social policy and
trust to vague and obscure feelings and impulses?

4. The Aim. of Liberalism

There is a widespread opinion that liberalism is distinguished
from other political movements by the fact that it places the
interests of a part of society—the propertied classes, the capitalists,
the entrepreneurs—above the interests of the other classes. This
assertion is completely mistaken. Liberalism has always had in
view the good of the whole, not that of any special group. It was
this that the English utilitarians meant to express—although, it is
true, not very aptly—in their famous formula, “the greatest hap-
piness of the greatest number.” Historically, liberalism was the
first political movement that aimed at promoting the welfare of
.all, not that of special groups. Liberalism is distinguished from
socialism, which likewise professes to strive for the good of all,
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not by the goal at which it aims, but by the means that it chooses
to attain that goal.

If it is maintained that the consequence of a liberal policy is
or must be to favor the special interests of certain strata of society,
this is still a question that allows of discussion. It is one of the
tasks of the present work to show that such a reproach is in no
way justified. But one cannot, from the very outset, impute un-
fairness to the person who raises it; though we consider his
opinion incorrect, it could very well be advanced in the best of
faith. In any case, whoever attacks liBeralism in this way con-
cedes that its intentions are disinterested and that it wants noth-
ing but what it says it wants.

Quite different are those critics of liberalism who reproach
it for wanting to promote, not the general welfare, but only the
special interests of certain classes. Such critics are both unfair and
ignorant. By choosing this mode of attack, they show that they are
inwardly well aware of the weakness of their own case. They
snatch at poisoned weapons because they cannot otherwise hope
for success.

If a doctor shows a patient who craves food detrimental to his
heaith the perversity of his desire, no one will be so foolish as
to say: “The doctor does not care for the good of the patient;
whoever wishes the patient well must not grudge him the enjoy-
ment of relishing such delicious food.” Everyone will understand
that the doctor advises the patient to forgo the pleasure that the
enjoyment of the harmful food affords solely in order to avoid
injuring his health. But as soon as the matter concerns social
policy, one is prone to consider it quite differently. When the
liberal advises against certain popular measures because he ex-
pects harmful consequences from them, he is censured as an
enemy of the people, and praise is heaped on the demagogues
who, without consideration of the harm that will follow, recom-
mend what seems to be expedient for the moment.

Reasonable action is distinguished from unreasonable action
by the fact that it involves provisional sacrifices. The latter are
only apparent sacrifices, since they are outweighed by the favor-
able consequences that later ensue. The person who avoids tasty
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but unwholesome food makes merely a provisional, a seeming
sacrifice. The outcome—the nonoccurrence of injury to his health
—shows that he has not lost, but gained. To act in this way, how-
ever, requires insight into the consequences of one’s action. The
demagogue takes advantage of this fact. He opposes the liberal,
who calls for provisional and merely apparent sacrifices, and de-
nounces him as a hard-hearted enemy of the people, meanwhile
setting himself up as a friend of humanity. In supporting the
measures he advocates, he knows well how to touch the hearts of
his hearers and to move them to tears with allusions to want and
misery.

Antiliberal policy is a policy of capital consumption. It recom-
mends that the present be more abundantly provided for at the
expense of the future. It is in exactly the same case as the patient
of whom we have spoken. In both instances a relatively grievous
disadvantage in the future stands in opposition to a relatively
abundant momentary gratification. To talk, in such a case, as if
the question were one of hard-heartedness versus philanthropy is
downright dishonest and untruthful. It is not only the common
run of politicians and the press of the antiliberal parties that are
open to such a reproach. Almost all the writers of the school of
Sozialpolitik have made use of this underhanded mode of combat.

That there is want and misery in the world is not, as the
average newspaper reader, in his dullness, is only too prone to
believe, an argument against liberalism. It is precisely want and
misery that liberalism seeks to abolish, and it considers the means
that it proposes the only suitable ones for the achievement of this
end. Let whoever thinks that he knows a better, or even a dif-
ferent, means to this end adduce the proof. The assertion that
the liberals do not strive for the good of all members of society,
but only for that of special groups, is in no way a substitute for
this proof.

The fact that there is want and misery would not constitute an
argument against liberalism even if the world today followed a
liberal policy. It would always be an open question whether still
more want and misery might not prevail if other policies had
been followed. In view of all the ways in which the functioning
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of the institution of private property is curbed and hindered in
every quarter today by antiliberal policies, it is manifestly quite
absurd to seek to infer anything against the correctness of liberal
principles from the fact that economic conditions are not, at
present, all that one could wish. In order to appreciate what
liberalism and capitalism have accomplished, one should compare
conditions as they are at present with those of the Middle Ages
or of the first centuries of the modern era. What liberalism and
capitalism could have accomplished had they been allowed free
rein can be inferred only from theoretical considerations.

5. Liberalism and Capitalism

A society in which liberal principles are put into effect is
usually called a capitalist society, and the condition of that so-
ciety, capitalism. Since the economic policy of liberalism has
everywhere been only more or less closely approximated in prac-
tice, conditions as they are in the world today provide us with but
an imperfect idea of the meaning and possible accomplishments
of capitalism in full flower. Nevertheless, one is altogether justi-
fied in calling our age the age of capitalism, because all that has
created the wealth of our time can be traced back to capitalist
institutions. It is thanks to those liberal ideas that still remain
alive in our society, to what yet survives in it of the capitalist
system, that the great mass of our contemporaries can enjoy a
standard of living far above that which just a few generations ago
was possible only to the rich and especially privileged.

To be sure, in the customary rhetoric of the demagogues these
facts are represented quite differently. To listen to them, one
would think that all progress in the techniques of production
redounds to the exclusive benefit of a favored few, while the
masses sink ever more deeply into misery. However, it requires
only a moment’s reflection to realize that the fruits of all techno-
logical and industrial innovations make for an improvement in
the satisfaction of the wants of the great masses. All big industries
that produce consumers’ goods work directly for their benefit; all
industries that produce machines and half-finished products work
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for them indirectly. The great industrial developments of the last
decades, like those of the eighteenth century that are designated
by the not altogether happily chosen phrase, “the Industrial Revo-
lution,” have resulted, above all, in a better satisfaction of the
needs of the masses. The development of the clothing industry,
the mechanization of shoe production, and improvements in the
processing and distribution of foodstuffs have, by their very
nature, benefited the widest public. It is thanks to these industries
that the masses today are far better clothed and fed than ever
before. However, mass production provides not only for food,
shelter, and clothing, but also for other requirements of the mul-
titude. The press serves the masses quite as much as the motion
picture industry, and even the theater and similar strongholds of
the arts are daily becoming more and more places of mass
entertainment.

Nevertheless, as a result of the zealous propaganda of the anti-
liberal parties, which twists the facts the other way round, people
today have come to associate the ideas of liberalism and capitalism
with the image of a world plunged into ever increasing misery
and poverty. To be sure, no amount of depreciatory propaganda
could ever succeed, as the demagogues had hoped, in giving the
words “liberal” and “liberalism” a completely pejorative con-
notation. In the last analysis, it is not possible to brush aside the
fact that, in spite of all the efforts of antiliberal propaganda, there
is something in these expressions that suggests what every normal
person feels when he hears the word “freedom.” Antiliberal
propaganda, therefore, avoids mentioning the word “liberalism”
too often and prefers the infamies that it attributes to the liberal
system to be associated with the term ‘“capitalism.” That word
brings to mind a flint-hearted capitalist, who thinks of nothing
but his own enrichment, even if that is possible only through
the exploitation of his fellow men.

It hardly occurs to anyone, when he forms his notion of a
capitalist, that a social order organized on genuinely liberal prin-
ciples is so constituted as to leave the entrepreneurs and the
capitalists only one way to wealth, viz., by better providing their
fellow men with what they themselves think they need. Instead
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of speaking of capitalism in connection with the prodigious im-
provement in the standard of living of the masses, antiliberal
propaganda mentions capitalism only in referring to those phe-
nomena whose emergence was made possible solely because of the
restraints that were imposed upon liberalism. No reference is
made to the fact that capitalism has placed a delectable luxury
as well as a food, in the form of sugar, at the disposal of the great
masses. Capitalism is mentioned in connection with sugar only
when the price of sugar in a country is raised above the world
market price by a cartel. As if such a development were even
conceivable in a social order in which liberal principles were
put into effect! In a country with a liberal regime, in which there
are no tariffs, cartels capable of driving the price of a commodity
above the world market price would be quite unthinkable.

The links in the chain of reasoning by which antiliberal dema-
gogy succeeds in laying upon liberalism and capitalism the blame
for all the excesses and evil consequences of antiliberal policies
are as follows: One starts from the assumption that liberal prin-
ciples aim at promoting the interests of the capitalists and en-
trepreneurs at the expense of the interests of the rest of the popu-
lation and that liberalism is a policy that favors the rich over
the poor. Then one observes that many entrepreneurs and capi-
talists, under certain conditions, advocate protective tariffs, and
still others—the armaments manufacturers—support a policy of
“national preparedness”’; and, out of hand, one jumps to the
conclusion that these must be “capitalistic” policies.

In fact, however, the case is quite otherwise. Liberalism is not
a policy in the interest of any particular group, but a policy in the
interest of all mankind. It is, therefore, incorrect to assert that the
entrepreneurs and capitalists have any special interest in support-
ing liberalism. Their interest in championing the liberal program
is exactly the same as that of everyone else. There may be indi-
vidual cases in which some entrepreneurs or capitalists cloak
their special interests in the program of liberalism; but opposed
to these are always the special interests of other entrepreneurs or
capitalists. The matter is not quite so simple as those who every-
where scent “interests” and “interested parties” imagine. That a
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nation imposes a tariff on iron, for example, cannot “simply” be
explained by the fact that this benefits the iron magnates. There
are also persons with opposing interests in the country, even
among the entrepreneurs; and, in any case, the beneficiaries of
the tariff on iron are a steadily diminishing minority. Nor can
bribery be the explanation, for the people bribed can likewise be
only a minority; and, besides, why does only one group, the
protectionists, do the bribing, and not their opponents, the
freetraders? (

The fact is that the ideology that makes the protective tariff
possible is created neither by the “interested parties” nor by those
bribed by them, but by the ideologists, who give the world the
ideas that direct the course of all human affairs. In our age, in
which antiliberal ideas prevail, virtually everyone thinks accord-
ingly, just as, a hundred years ago, most people thought in terms
of the then prevailing liberal ideology. If many entrepreneurs
today advocate protective tariffs, this is nothing more than the
form that antiliberalism takes in their case. It has nothing to do
with liberalism.

6. The Psychological Roots of Antiliberalism

It cannot be the task of this book to discuss the problem of
social cooperation otherwise than with rational arguments. But
the root of the opposition to liberalism cannot be reached by
resort to the method of reason. This opposition does not stem
from the reason, but from a pathological mental attitude—from
resentment and from a neurasthenic condition that one might
call a Fourier complex, after the French socialist of that name.

Concerning resentment and envious malevolence little need
be said. Resentment is at work when one so hates somebody for
his more favorable circumstances that one is prepared to bear
heavy losses if only the hated one might also come to harm. Many
of those who attack capitalism know very well that their situation
under any other economic system will be less favorable. Never-
theless, with full knowledge of this fact, they advocate a reform,
e.g., socialism, because they hope that the rich, whom they envy,
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will also suffer under it. Time and again one hears socialists say
that even material want will be easier to bear in a socialist society
because people will realize that no one is better off than his
neighbor.

At all events, resentment can still be dealt with by rational
arguments. It is, after all, not too difficult to make clear to a
person who is filled with resentment that the important thing
for him cannot be to worsen the position of his better situated
fellow men, but to improve his own.

The Fourier complex is much harder to combat. What is
involved in this case is a serious disease of the nervous system,
a neurosis, which is more properly the concern of the psychologist
than of the legislator. Yet it cannot be neglected in investigating
the problems of modern society. Unfortunately, medical men
have hitherto scarcely concerned themselves with the problems
presented by the Fourier complex. Indeed, they have hardly been
noticed even by Freud, the great master of psychology, or by his
followers in their theory of neurosis, though it is to psycho-
analysis that we are indebted for having opened up the path that
alone leads to a coherent and systematic understanding of mental
disorders of this kind.

Scarcely one person in a million succeeds in fulfilling his life’s
ambition. The upshot of one’s labors, even if one is favored by
fortune, remains far inferior to what the wistful daydreams of
youth allowed one to hope for. Plans and desires are shattered
on a thousand obstacles, and one’s powers prove too weak to
achieve the goals on which one has set one’s heart. The failure of
his hopes, the frustration of his schemes, his own inadequacy
in the face of the tasks that he has set himself—these constitute
every man’s most deeply painful experience. They are, indeed,
the common lot of man.

There are two ways in which man can react to this experience.
One way is indicated by the practical wisdom of Goethe:

Dost thou fancy that I should hate life,

Should flee to the wilderness,

Because not all my budding dreams have
blossomed?
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his Prometheus cries. And Faust recognizes at the *highest
moment” that “the last word of wisdom” is:

No man deserves his freedom or his life
Who does not daily win them anew.

Such a will and such a spirit cannot be vanquished by any
earthly misfortune. He who accepts life for what it is and
never allows himself to be overwhelmed by it does not need
to seek refuge for his crushed self-confidence in the solace of
a “saving lie.” If the longed-for success is not forthcoming, if
the vicissitudes of fate destroy in the twinkling of an eye what
had to be painstakingly built up by years of hard work, then
he simply multiplies his exertions. He can look disaster in the
eye without despairing.

The neurotic cannot endure life in its real form. It is too
raw for him, too coarse, too common. To render it bearable
he does not, like the healthy man, have the heart to “carry
on in spite of everything.” That would not be in keeping with
his weakness. Instead, he takes refuge in a delusion. A delusion
is, according to Freud, “itself something desired, a kind of
consolation”; it is characterized by its “resistance to attack by
logic and reality.” It by no means suffices, therefore, to seek
to talk the patient out of his delusion by conclusive demonstra-
tions of its absurdity. In order to recuperate, the patient himself
must overcome it. He must learn to understand why he does not
want to face the truth and why he takes refuge in delusions.

Only the theory of neurosis can explain the success enjoyed
by Fourierism, the mad product of a seriously deranged brain.
This is not the place to adduce evidence of Fourier’s psychosis
by quoting passages from his writings. Such descriptions are of
interest only to the psychiatrist and, perhaps, also to people who
derive a certain pleasure from reading the productions of a lewd
phantasy. But the fact is that Marxism, when it is obliged to
leave the field of pompous dialectical rhetoric and the derision
and defamation of its opponents and to make a few meager
remarks pertinent to the issue, never has anything different
to advance from what Fourier, the ‘“utopian,” had to offer.
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Marxism is likewise unable to construct a picture of a socialist
society without making two assumptions already made by Fourier
that contradict all experience and all reason. On the one hand,
it assumes that the “‘material substratum” of production, which
is “already present in nature without the need of productive
effort on the part of man,” stands at our disposal in such abun-
dance that it need not be economized; hence the faith of
Marxism in a “practically limitless increase in production.” On
the other hand, it assumes that in a socialist community work
will change from ‘“‘a burden into a pleasure”—indeed, that it will
become “the primary necessity of life.” Where a superfluity of
all goods abounds and work is a pleasure, it is, doubtless, an easy
matter to establish a land of Cockaigne.

Marxism believes that from the height of its “scientific
socialism” it is entitled to look down with contempt on roman-
ticism and romantics. But in reality its own procedure is no
different from theirs. Instead of removing the impediments that
stand in the way of the realization of its desires, it too prefers
to let all obstacles simply fade away in the mists of phantasy.

In the life of the neurotic the “saving lie” has a double func-
tion. It not only consoles him for past failure, but holds out the
prospect of future success. In the case of social failure, which
alone concerns us here, the consolation consists in the belief
that one’s inability to attain the lofty goals to which one has
aspired is not to be ascribed to one’s own inadequacy, but to the
defectiveness of the social order. The malcontent expects from
the overthrow of the latter the success that the existing system
has withheld from him. Consequently, it is entirely futile to try
to make clear to him that the utopia he dreams of is not feasible
and that the only foundation possible for a society organized
on the principle of the division of labor is private ownership
of the means of production. The neurotic clings to his “saving
lie,” and when he must make the choice of renouncing either
it or logic, he prefers to sacrifice logic. For life would be unbear-
able for him without the consolation that he finds in the idea
of socialism. It tells him that not he himself, but the world,
is at fault for having caused his failure; and this conviction
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raises his depressed self-confidence and liberates him from a
tormenting feeling of inferiority.

Just as the devout Christian could more easily endure the
misfortune that befell him on earth because he hoped for a
continuation of personal existence in another, better world, where
those who on earth had been first would be last and the last
would be first; so, for modern man, socialism has become an
elixir against earthly adversity. But whereas the belief in im-
mortality, in a recompense in the hereafter, and in resurrection
formed an incentive to virtuous conduct in this life, the effect
of the socialist promise is quite different. It imposes no other
duty than that of giving political support to the party of socialism;
but at the same time it raises expectations and demands.

This being the character of the socialist dream, it is under-
standable that every one of the partisans of socialism expects
from it precisely what has so far been denied to him. Socialist
authors promise not only wealth for all, but also happiness in
love for everybody, the full physical and spiritual development
of each individual, the unfolding of great artistic and scientific
talents in all men, etc. Only recently Trotsky stated in one of
his writings that in the socialist society “the average human type
will rise to the heights of an Aristotle, a Goethe, or a Marx. And
above this ridge new peaks will rise.” ! The socialist paradise
will be the kingdom of perfection, populated by completely
happy supermen. All socialist literature is full of such nonsense.
But it is just this nonsense that wins it the most supporters.

One cannot send every person suffering from a Fourier com-
plex to the doctor for psychoanalytic treatment; the number of
those afflicted with it is far too great. No other remedy is possible
in this case than the treatment of the illness by the patient
himself. Through self-knowledge he must learn to endure his
lot in life without looking for a scapegoat on which he can lay
all the blame, and he must endeavor to grasp the fundamental
laws of social cooperation.

NOTE TO THE INTRODUCTION

1. Leon Trotsky, Literature and Revolution, trans. by R. Strunsky (London,
1925), p. 256.



1

The Foundations of Liberal Policy

1. Property

Human society is an association of persons for cooperative
action. As against the isolated action of individuals, cooperative
action on the basis of the principle of the division of labor has
the advantage of greater productivity: If a number of men work
in cooperation in accordance with the principle of the division
of labor, they will produce (other things being equal) not only
as much as the sum of what they would have produced by work-
ing as selfsufficient individuals, but considerably more. All
human civilization is founded on this fact. It is by virtue of the
division of labor that man is distinguished from the animals. It
is the division of labor that has made feeble man, far inferior
to most animals in physical strength, the lord of the earth and
the creator of the marvels of technology. In the absence of the
division of labor, we would not be in any respect further advanced
today than our ancestors of a thousand or ten thousand years ago.

Human labor by itself is not capable of increasing our well-
being. In order to be fruitful, it must be applied to the materials
and resources of the earth that Nature has placed at our disposal.
Land, with all the substances and powers resident within it, and
human labor constitute the two factors of production from whose
purposeful cooperation proceed all the commodities that serve
for the satisfaction of our outer needs. In order to produce, one
must deploy labor and the material factors of production, in-
cluding not only the raw materials and resources placed at our

18
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disposal by Nature and mostly found in the earth, but also the
intermediate products already fabricated of these primary natural
factors of production by previously performed human labor. In
the language of economics we distinguish, accordingly, three
factors of production: labor, land, and capital. By land is to be
understood everything that Nature places at our disposal in the
way of substances and powers on, under, and above the surface
of the earth, in the water, and in the air; by capital goods,
all the intermediate goods produced from land with the help
of human labor that are made to serve further production, such
as machines, tools, half-manufactured articles of all kinds, etc.

Now we wish to consider two different systems of human
cooperation under the division of labor—one based on private
ownership of the means of production, and the other based on
communal ownership of the means of production. The latter is
called socialism or communism; the former, liberalism or also
(ever since it created in the nineteenth century a division of labor
encompassing the whole world) capitalism. The liberals main-
tain that the only workable system of human cooperation in a
society based on the division of labor is private ownership of
the means of production. They contend that socialism as a
completely comprehensive system encompassing all the means of
production is unworkable and that the application of the socialist
principle to a part of the means of production, though not, of
course, impossible, leads to a reduction in the productivity of
labor, so that, far from creating greater wealth, it must, on the
contrary, have the effect of diminishing wealth.

The program of liberalism, therefore, if condensed into a
single word, would have to read: property, that is, private owner-
ship of the means of production (for in regard to commodities
ready for consumption, private ownership is a matter of course
and is not disputed even by the socialists and communists). All
the other demands of liberalism result from this fundamental
demand.

Side by side with the word “property” in the program of
liberalism one may quite appropriately place the words “freedom”
and “peace.” This is not because the older program of liberalism
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generally placed them there. We have already said that the
program of present-day liberalism has outgrown that of the older
liberalism, that it is based on a deeper and better insight into
interrelationships, since it can reap the benefit of the advances
that science has made in the last decades. Freedom and peace
have been placed in the forefront of the program of liberalism,
not because many of the older liberals regarded them as coordi-
nate with the fundamental principle of liberalism itself, rather
than as merely a necessary consequence following from the one
fundamental principle of the private ownership of the means of
production; but solely because freedom and peace have come
under especially violent attack from the opponents of liberalism,
and liberals have not wanted to give the appearance, through the
omission of these principles, that they in any way acknowledged
the justness of the objections raised against them.

2. Freedom

The idea of freedom has become so ingrained in all of us
that for a long time no one dared to call it into question.
People were accustomed always to speaking of freedom only with
the greatest of reverence; it remained for Lenin to call it a
“bourgeois prejudice.” Although the fact is often forgotten today,
all this is an achievement of liberalism. The very name of liberal-
ism is derived from freedom, and the name of the party in
opposition to the liberals (both designations arose in the Spanish
constitutional struggles of the first decades of the nineteenth
century) was originally the “servile.”

Before the rise of liberalism even high-minded philosophers,
founders of religions, clerics animated by the best of intentions,
and statesmen who genuinely loved their people, viewed the
thralldom of a part of the human race as a just, generally useful,
and downright beneficial institution. Some men and peoples
are, it was thought, destined by nature for freedom, and others
for bondage. And it was not only the masters who thought so,
but the greater number of the slaves as well. They put up with
their servitude, not only because they had to yield to the superior
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force of the masters, but also because they found some good in
it: the slave is relieved of concern for securing his daily bread,
for the master is obliged to provide him with the necessities of
life. When liberalism set out, in the eighteenth and the first
half of the nineteenth century, to abolish the serfdom and subjec-
tion of the peasant population in Europe and the slavery of the
Negroes in the overseas colonies, not a few sincere humanitarians
declared themselves in opposition. Unfree laborers are used to
their bondage and do not feel it as an evil. They are not ready
for freedom and would not know how to make use of it. The
discontinuation of the master’s care would be very harmful to
them. They would not be capable of managing their affairs in
such a way as always to provide more than just the bare necessities
of life, and they would soon fall into want and misery. Emancipa-
tion would thus not only fail to gain for them anything of real
value, but would seriously impair their material well-being.
What was astonishing was that one could hear these views
expressed even by many of the slaves whom one questioned. In
order to counter such opinions, many liberals believed it neces-
sary to represent as the general rule and even on occasion to
depict in an exaggerated manner the exceptional cases in which
serfs and slaves had been cruelly abused. But these excesses were
by no means the rule. There were, of course, isolated instances
of abuse, and the fact that there were such cases was an additional
reason for the abolition of this system. As a rule, however, the
treatment of bondsmen by their masters was humane and mild.
When those who recommended the abolition of involuntary
servitude on general humanitarian grounds were told that the
retention of the system was also in the interest of the enslaved,
they knew of nothing to say in rejoinder. For against this ob-
jection in favor of slavery there is only one argument that can
and did refute all others—namely, that free labor is incomparably
more productive than slave labor. The slave has no interest in
exerting himself fully. He works only as much and as zealously
as is necessary to escape the punishment attaching to failure to
perform the minimum. The free worker, on the other hand,
knows that the more his labor accomplishes, the more he will be
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paid. He exerts himself to the full in order to raise his income.
One has only to compare the demands placed on the worker by
the tending of a modern tractor with the relatively small expen-
diture of intelligence, strength, and industry that just two gen-
erations ago was deemed sufficient for the enthralled ploughmen
of Russia. Only free labor can accomplish what must be demanded
of the modern industrial worker.

Muddleheaded babblers may therefore argue interminably over
whether all men are destined for freedom and are as yet ready
for it. They may go on contending that there are races and peoples
for whom Nature has prescribed a life of servitude and that the
master races have the duty of keeping the rest of mankind in
bondage. The liberal will not oppose their arguments in any
way because his reasoning in favor of freedom for all, without
distinction, is of an entirely different kind. We liberals do not
assert that God or Nature meant all men to be free, because
we are not instructed in the designs of God and of Nature, and we
avoid, on principle, drawing God and Nature into a dispute
over mundane questions. What we maintain is only that a system
based on freedom for all workers warrants the greatest produc-
tivity of human labor and is therefore in the interest of all the
inhabitants of the earth. We attack involuntary servitude, not in
spite of the fact that it is advantageous to the ‘‘masters,” but
because we are convinced that, in the last analysis, it hurts the
interests of all members of human society, including the “mas-
ters.” If mankind had adhered to the practice of keeping the
whole or even a part of the labor force in bondage, the magnifi-
cent economic developments of the last hundred and fifty years
would not have been possible. We would have no railroads, no
automobiles, no airplanes, no steamships, no electric light and
power, no chemical industry, just as the ancient Greeks and
Romans, with all their genius, were without these things. It
suffices merely to mention this for everyone to realize that even
the former masters of slaves or serfs have every reason to be
satisfied with the course of events after the abolition of involun-
tary servitude. The European worker today lives under more
favorable and more agreeable outward circumstances than the
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pharaoh of Egypt once did, in spite of the fact that the pharach
commanded thousands of slaves, while the worker has nothing to
depend on but the strength and skill of his hands. If a nabob
of yore could be placed in the circumstances in which a common
man lives today, he would declare without hesitation that his
life had been a beggarly one in comparison with the life that
even a man of moderate means can lead at present.

This is the fruit of free labor. It is able to create more wealth
for everyone than slave labor once provided for the masters.

3. Peace

There are high-minded men who detest war because it brings
death and suffering. However much one may admire their
humanitarianism, their argument against war, in being based on
philanthropic grounds, scems to lose much or all of its force when
we consider the statements of the supporters and proponents of
war. The latter by no means deny that war brings with it pain
and sorrow. Nevertheless, they believe it is through war and
war alone that mankind.is able to make progress. War is the
father of all things, said a Greek philosopher, and thousands
have repeated it after him. Man degenerates in time of peace.
Only war awakens in him slumbering talents and powers and
imbues him with sublime ideals. If war were to be abolished,
mankind would decay into indolence and stagnation.

It is difficult or even impossible to refute this line of reasoning
on the part of the advocates of war if the only objection to war
that one can think of is that it demands sacrifices. For the pro-
ponents of war are of the opinion that these sacrifices are not
made in vain and that they are well worth making. If it were
really true that war is the father of all things, then the human
sacrifices it requires would be necessary to further the general
welfare and the progress of humanity. One might lament the
sacrifices, one might even strive to reduce their number, but one
would not be warranted in wanting to abolish war and to bring
about eternal peace.

The liberal critique of the argument in favor of war is funda-
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mentally different from that of the humanitarians. It starts from
the premise that not war, but peace, is the father of all things.
What alone enables mankind to advance and distinguishes man
from the animals is social cooperation. It is labor alone that is
productive: it creates wealth and therewith lays the outward
foundations for the inward flowering of man. War only destroys;
it cannot create. War, carnage, destruction, and devastation we
have in common with the predatory beasts of the jungle; con-
structive labor is our distinctively human characteristic. The
liberal abhors war, not, like the humanitarian, in spite of the fact
that it has beneficial consequences, but because it has only
harmful ones.

The peace-loving humanitarian approaches the mighty poten-
tate and addresses him thus: “Do not make war, even though you
have the prospect of furthering your own welfare by a victory.
Be noble and magnanimous and renounce the tempting victory
even if it means a sacrifice for you and the loss of an advantage.”
The liberal thinks otherwise. He is convinced that victorious
war is an evil even for the victor, that peace is always better than
war. He demands no sacrifice from the stronger, but only that
he should come to realize where his true interests lie and should
learn to understand that peace is for him, the stronger, just as
advantageous as it is for the weaker. -

When a peace-loving nation is attacked by a bellicose enemy,
it must offer resistance and do everything to ward off the on-
slaught. Heroic deeds performed in such a war by those fighting
for their freedom and their lives are entirely praiseworthy, and
one rightly extols the manliness and courage of such fighters.
Here daring, intrepidity, and contempt for death are praise-
worthy because they are in the service of a good end. But people
have made the mistake of representing these soldierly virtues as
absolute virtues, as qualities good in and for themselves, without
consideration of the end they serve. Whoever holds this opinion
must, to be consistent, likewise acknowledge as noble virtues
the daring, intrepidity, and contempt for death of the robber.
In fact, however, there is nothing good or bad in and of itself.
Human actions become good or bad only through the end that
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they serve and the consequences they entail. Even Leonidas would
not be worthy of the esteem in which we hold him if he had
fallen, not as the defender of his homeland, but as the leader of
an invading army intent on robbing a peaceful people of its
freedom and possessions.

How harmful war is to the development of human civilization
becomes clearly apparent once one understands the advantages
derived from the division of labor. The division of labor turns
the self-sufficient individual into the %@ov mokitixév dependent on
his fellow men, the social animal of which Aristotle spoke. Hostil-
ities between one animal and another, or between one savage
and another, in no way alter the economic basis of their existence.
The matter is quite different when a quarrel that has to be
decided by an appeal to arms breaks out among the members
of a community in which labor is divided. In such a society each
individual has a specialized function; no one is any longer in a
position to live independently, because all have need of one
another’s aid and support. Self-sufficient farmers, who produce
on their own farms everything that they and their families need,
can make war on one another. But when a village divides into
factions, with the smith on one side and the shoemaker on the
other, one faction will have to suffer from want of shoes, and
the other from want of tools and weapons. Civil war destroys
the division of labor inasmuch as it compels edch group to
content itself with the labor of its own adherents.

If the possibility of such hostilities had been considered likely
in the first place, the division of labor would never have been
allowed to develop to the point where, in case a fight really did
break out, one would have to suffer privation. The progressive
intensification of the division of labor is possible only in a society
in which there is an assurance of lasting peace. Only under the
shelter of such security can the division of labor develop. In the
absence of this prerequisite, the division of labor does not extend
beyond the limits of the village or even of the individual house-
hold. The division of labor between town and country—with
the peasants of the surrounding villages furnishing grain, cattle,
milk, and butter to the town in exchange for the manufactured
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products of the townsfolk—already presupposes that peace is
assured at least within the region in question. If the division
of labor is to embrace a whole nation, civil war must lie outside
the realm of possibility; if it is to encompass the whole world,
lasting peace among nations must be assured.

Everyone today would regard it as utterly senseless for a
modern metropolis like London or Berlin to prepare to make
war on the inhabitants of the adjacent countryside. Yet for
many centuries the towns of Europe kept this possibility in
mind and made economic provision for it. There were towns
whose fortifications were, from the very beginning, so con-
structed that in case of need they could hold out for a while
by keeping cattle and growing grain within the town walls.

At the beginning of the nineteenth century by far the greater
part of the inhabited world was still divided into a number
of economic regions that were, by and large, self-sufficient.
Even in the more highly developed areas of Europe, the needs
of a region were met, for the most part, by the production
of the region itself. Trade that went beyond the narrow confines
of the immediate vicinity was relatively insignificant and com-
prised, by and large, only such commodities as could not be
produced in the area itself because of climatic conditions. In by
far the greater part of the world, however, the production of
the village itself supplied almost all the needs of its inhabitants.
For these villagers, a disturbance in trade relations caused by war
did not generally mean any impairment of their economic well-
being. But even the inhabitants of the more advanced countries
of Europe did not suffer very severely in time of war. If the
Continental System, which Napoleon I imposed on Europe in
order to exclude from the continent English goods and those
coming from across the ocean only by way of England, had
been enforced even more rigorously than it was, it would have
still inflicted on the inhabitants of the continent hardly any
appreciable privations. They would, of course, have had to do
without coffee and sugar, cotton and cotton goods, spices, and
many rare kinds of wood; but all these things then played only
a subordinate role in the households of the great masses.
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The development of a complex network of international
economic relations is a product of nineteenth-century liberalism
and capitalism. They alone made possible the extensive specializa-
tion of modern production with its concomitant improvement
in technology. In order to provide the family of an English
worker with all it consumes and desires, every nation of the five
continents cooperates. Tea for the breakfast table is provided
by Japan or Ceylon, coffee by Brazil or Java, sugar by the West
Indies, meat by Australia or Argentina, cotton from America
or Egypt, hides for leather from India or Russia, and so on.
And in exchange for these things, English goods go to all parts
of the world, to the most remote and out-of-the-way villages
and farmsteads. This development was possible and conceivable
only because, with the triumph of liberal principles, people no
longer took seriously the idea that a great war could ever again
break out. In the golden age of liberalism, war among members
of the white race was generally considered a thing of the past.

But events have turned out quite differently. Liberal ideas
and programs were supplanted by socialism, nationalism, protec-
tionism, imperialism, etatism, and militarism. Whereas Kant and
Von Humboldt, Bentham and Cobden had sung the praises of
eternal peace, the spokesmen of a later age never tired of extolling
war, both civil and ‘international. And their success came only
all too soon. The result was the World War, which has given
our age a kind of object lesson on the incompatibility between
war and the division of labor.

4. Equality

Nowhere is the difference between the reasoning of the
older liberalism and that of neoliberalism clearer and easier to
demonstrate than in their treatment of the problem of equality.
The liberals of the eighteenth century, guided by the ideas of
natural law and of the Enlightenment, demanded for everyone
equality of political and civil rights because they assumed that all
“men are equal. God created all men equal, endowing them with
fundamentally the same capabilities and talents, breathing into
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all of them the breath of His spirit. All distinctions between men
are only artificial, the product of social, human—that is to say,
transitory—institutions. What is imperishable in man—his spirit
—is undoubtedly the same in rich and poor, noble and commoner,
white and colored.

Nothing, however, is as ill-founded as the assertion of the
alleged equality of all members of the human race. Men are
altogether unequal. Even between brothers there exist the most
marked differences in physical and mental attributes. Nature
never repeats itself in its creations; it produces nothing by the
dozen, nor are its products standardized. Each man who leaves
her workshop bears the imprint of the individual, the unique,
the never-to-recur. Men are not equal, and the demand for
equality under the law can by no means be grounded in the
contention that equal treatment is due to equals.

There are two distinct reasons why all men should receive
equal treatment under the law.’ One was already mentioned
when we analyzed the objections to involuntary servitude. In
order for human labor to realize its highest attainable produc-
tivity, the worker must be free, because only the free worker,
enjoying in the form of wages the fruits of his own industry,
will exert himself to the full. The second consideration in favor
of the equality of all men under the law is the maintenance of_
social peace. It has already been pointed out that every dis-
turbance of the peaceful development of the division of labor
must be avoided. But it is well-nigh impossible to preserve
lasting peace in a society in which the rights and duties of
the respective classes are different. Whoever denies rights to a
part of the population must always be prepared for a united
attack by the disenfranchised on the privileged. Class privileges
must disappear so that the conflict over them may cease.

It is therefore quite unjustifiable to find fault with the
manner in which liberalism put into effect its postulate of
equality, on the ground that what it created was only equality
before the law, and not real equality. All human power would
be insufficient to make men really equal. Men are and will
always remain unequal. It is sober considerations of utility
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such as those we have here presented that constitute the argu-
ment in favor of the equality of all men under the law.
Liberalism never aimed at anything more than this, nor could
it ask for anything more. It is beyond human power to make
a Negro white. But the Negro can be granted the same rights
as the white man and thereby offered the possibility of earning
as much if he produces as much.

But, the socialists say, it is not enough to make men equal

before the law. In order to make them really equal, one must
also allot them the same income. It is not enough to abolish
privileges of birth and of rank. One must finish the job and
do away with the greatest and most important privilege of all,
namely, that which is accorded by private property. Only then
will the liberal program be completely realized, and a consistent
liberalism thus leads ultimately to socialism, to the abolition
of private ownership of the means of production.
(_Privilege is an institutional arrangement favoring some indi-
viduals or a certain group at the expense of the rest. The
privilege exists, although it harms some—perhaps the majority—
and benefits no one except those for whose advantage it was
created. In the feudal order of the Middle Ages certain lords
had the hereditary right to hold a judgeship. They were judges
because they had inherited the position, regardless of whether
they possessed the abilities and qualities of character that fit
a man to be a judge. In their eyes this office was nothing more
than a lucrative source of income. Here judgeship was the
privilege of a class of noble birth.

If, however, as in modern states, judges are always drawn
from the circle of those with legal knowledge and experience,
this does not constitute a privilege in favor of lawyers. Preference
is given to lawyers, not for their sake, but for the sake of the
public welfare, because people are generally of the opinion
that a knowledge of jurisprudence is an indispensable prerequisite
for holding a judgeship. The question whether a certain insti-
tutional arrangement is or is not to be regarded as a privilege
granted to a certain group, class, or person is not to be decided
by whether or not it is advantageous to that group, class, or
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person, but according to how beneficial to the general public
it is considered to be. The fact that on a ship at sea one man
is captain and the rest constitute his crew and are subject
to his command is certainly an advantage for the captain.
Nevertheless, it is not a privilege of the captain if he possesses
the ability to steer the ship between reefs in a storm and
thereby to be of service not only to himself, but to the whole
crew.

In order to determine whether an institutional arrangement
is to be regarded as the special privilege of an individual or
of a class, the question one should ask is not whether it benefits
this or that individual or class, but only whether it is beneficial
to the general public. If we reach the conclusion that only
private ownership of the means of production makes possible
the prosperous development of human society, it is clear that
this is tantamount to saying that private property is not a
privilege of the property owner, but a social institution for the
good and benefit of all, even though it may at the same
time be especially agreeable and advantageous to some.

It is not on behalf of property owners that liberalism favors
the preservation of t