Robert Higgs

The Sources of Big Government

E MUST HAVE government. Only
Wgovernment can perform certain essen-
tial tasks successfully. Without government
to defend us from external aggression, main-
tain domestic order, define and enforce
private property rights, few of us could
realize our individual objectives. In recogni-
tion of its immense potential for oppression
and destruction, some have called govern-
ment a necessary evil. But Ludwig von
Mises, a devoted libertarian, disputed this
characterization. “Government as such,” he
declared, “is not only not an evil, but the
most necessary and beneficial institution, as
without it no lasting social cooperation and
no civilization could be developed and
preserved,”! Mises understood that a strong
but limited government, far from suffocating
its citizens, enables them to be productive
and free,

For more than a century after its forma-
tion, the United States had such a govern-
ment. It created a political and legal environ-
ment conducive to rapid economic progress,
fostering what Willard Hurst, the eminent
legal historian. has called a “release of
energy.” Inventiveness, capital formation,
and organizational innovation flourished as
never before. Specialization and trade in-
creased prodigiously. And during the nine-
teenth century the nation grew from an
internationally insignificant outpost into the
world's richest and freest society.

The twentieth century has witnessed a
decline of American commitment to limited
government and extensive private property
rights. As the century began, our govern-
ment still approximated a minimal state, We

did not practice pure laissez faire—no socie-
ty ever did—but we still placed severely
binding restraints on government and al-
lowed few intrusions of its potentially
awesome power into the economic affairs of
individual citizens. That long-established
restraint has largely dissclved during the
past seventy years. Government now suf-
fuses every aspect of economic and social
life. Merely to list its numerous powers
would require a large volume: our farms and
factories, our homes and schools, our health
care, even our recreation—all feel its impact.
Virtually nothing remains untouched by the
myriad influences of governmental regula-
tion, taxation, and expenditure.?

Several explanations of the growth of Big
Government have been advanced. Too
often, however, the proponent of a par-
ticular hypothesis touts it as if no other
wheel will roll. In fact, most of the proposed
explanations contain valuable insights, and
they are not necessarily mutually exclusive.
Nothing is gained, and much is lost, by at-
tempts to locate a single source of Big
Governmunt. Accepting this stricture against
a monocausal approach, one must try to
comprehend clearly what the various
hypotheses can and cannot explain and
employ them so that they provide maximum
illumination of the historical record.

Unfortunately, some explanations of the
growth of Big Government have an abstract
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quality that obscures essential attributes of
the reality of government itselt. Some speak
of government as if it were One Big
Nonhuman Thing, a gigantic man-eating
machine. The Spanish philosopher Jose
Ortega y Gasset, for example. said that

In our days the State has come to be a for-
midable machine...set up in the midst of
society...anonymous,..a machine whose
existence and maintenance depend on the
vital supports around it.. sucking out the

very matrow of society....*

But of course any government is, for better
or worse, human; it is simply the collectivity
of persons who exercise legal authority,

Treating government as One Big Non-
human Thing, distinct and apart from the
people, encourages misleading char-
acterizations of governmental motives and
behavior. Real governments cannot survive
without the sustenance and support, or at
least the tolerance, of nongovernmental peo-
ple. Moreover, some people are always cir-
culating between the ruling group and the
ruled group, In part because the American
government includes several levels—federal,
state, local and hybrid—and several
branches—legislative, executive, judicial
and hybrid-—it does not operate as if its com-
ponent human actors were of one mind,
Conflicts within government are as common
and significant as conflicts between the
rulers and the ruled. We would do well to
bear constantly in mind that the American
government is, and always has been, not
One Big Nonhuman Thing, but rather many
coexisting human institutions of varying
function, scope, and authority.

Explanations of the Growth
of Government

Modernization
Reading between the lines in many
historical fvorks, one encounters what 1 shall

call the Modernization Hypothesis. This
rather foggy notion suggests that a modern

24 The Intercollegiate Review— Spring Sumnier 1984

urban-industrial economy simply niust have
an active and extensive government,
Declamations about horse-and-buggy
government in the Space Age or the im-
possibility of turning back the clock give
rhetorical support to this idea. Exactly why a
modern economy must have Big Govern-
ment usually remains obscure,

Some supporters of the Maodernization
Hypothesis argue that a modern urban-
industrial economy must have considerable
governmental activity because it is so com-
plex. “That the increased complexities and
interrelationships of modern life necessitate
this extension of the power of the state,” in-
sisted Calvin Hoover, “is true
because it is such a well-wworn cliche.”* No
one denies that the economy has become
more complicated over time. New products,
technologies, and industries have pro-
liferated. Population has grown and concen-
trated in urban areas. Interregional and
international flows of goods and funds have
multiplied. Greater specialization has made
individuals less self-sufficient, more depen-
dent on a vast network of exchange.

Yet one cannot correctly infer that merely
because of these growing complexities the
people's economic affairs required more
governmental involvement for their effective
coordination. Indeed, as many
economists—from Adam Smith in the eight-
eenth century to Friedrich Hayek in the
twentieth—have argued, an open market is
the most efficient system of socioeconomic
coordination, the only one that systematical-
ly receives and responds to the ever-
changing valuational signals transmitted by
millicns of individual consumers and pro-
ducers.* Anyone who witnessed the artificial
shortages and gasoline lines of the 1970s will
be skeptical that governmental directives can
perform better than the market in co-
ordinating economic activities in a complex
world.

How well a market economy operates, of
course, depends on the character of the com-
petition that propels it. Some observers
believe that the emergence of large corporate
firms in the late nineteenth century substan-
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tially altered the character of the economy’s
competitiveness and ushered in a new era.
“This transformation of competition into
monopoly,” wrote V.. Lenin in 1916, “is
one of the most important—if not the most
important—phenomena of modern capitalist
economy....” Accepting this allegation as
factual, one may interpret the growth of
government during the late nineteenth and
early twentieth centuries as a reaction, a
development of “countervailing power,” by
which the public resisted the inefficiencies
and distributional distortions that Big
Business would have entailed under
unregulated conditions. Representative
events include the enactment of antitrust
laws and the creation of the Federal Trade
Commission and the various independent in-
dustrial regulatory commissions such as the
Interstate Commerce Commission and the
Federal Communications Commission. In
short, according to this interpretation,
economic modernization fostered the growth
of private monopely power, and govern-
ment grew more powerful in order to resist,
control, and neutralize this threat.’

The buttresses of this explanatory edifice
are weak in both theory and fact. Though
many large corporate enterprises developed
after the Civil War, and the turn of the cen-
tury certainly did witness a spate of mergers,
crowned in 1901 by the creation of the giant
United States Steel Corporation, no one has
ever established that the overall economy
became substantially less competitive.
Neither huge firms nor high industrial con-
centration ratios necessarily imply an
absence of effective competition, The
decisive elements of the competitive process
are dynamic—chiefly technological and
arganizational innovation—and under con-
ditions of dynamic competition neither a
firm's bigness nor an industry’s high concen-
tration poses a serious threat to the welfare
of the public.*

Further, the government's efforts have
tended more to preserve weak competitors
than to assure strong competition. In this
respect, the historical performances of the
FTC and many of the independent industrial

regulatory commissions are notorious. As
George Stigler has said,

Regulation and competition are rhetorical
friends and deadly enemies: aver the door-
way of every regulatory agency save two
should be carved: “Competition Not Ad-
mitted.” The Federal Trade Commission’s
doorway should announce, “Competition
Admitted in Rear,” and that of the An-
titrust Division, "Monopoly Only by Ap-
pointment.””

In fact, it would be more accurate to describe
these governmental activities as creating or
sustaining private monopoly power than
precluding or reducing it. Of course, this
result may have been exactly what some or
even most interested parties desired from
governmental reguiation, though it would
have been impolitic for them to have said so.
But antitrust activities and the regulation of
prices and services within industries,
however one views their motivation and
results, constitute only a minor element
among the multifarious activities undertaken
by modern government.

Sometimes arguments in support of the
Modernization Hypothesis make much of
the population’s growing physical proximi-
ty. Peopie living cheek by jowl inevitably
cause spillover costs; economists call them
“negative externalities.” Where these occur,
third parties unwillingly share the costs of
others’ transactions., Pollution of air or
water is a familiar example. If the legal
system fails to define and enforce a private
property right over every valuable resource,
including air and water, then negative exter-
nalities may entail a socially inefficient pat-
tern of production and resource use in the
free market. For example, smoke from your
factory smokestack may dirty the laundry
hanging on my clothesline, yet I cannot
make you pay for the damages. From a
social point of view, the activity of your fac-
tory is excessive because a portion of its true
social cost of operation is shifted without
consent onto third parties,

Government regulation conceivably can
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ameliorate such situations. Whether
historically it has done so depends on how
the government has framed and enforced its
regulations, which has partly determined the
magnitudes of the costs and benefits of its in-
terventions. Proponents of the Moderniza-
tion Hypothesis seem to take for granted
that negative externalities historically have
been commonplace and significant, that
much government activity has been
motivated by a desire to rectify such condi-
tions, and that these interventions routinely
have succeeded in bringing about a socially
more efficient pattern of resource use. Each
of these suppositions may be questioned.

No doubt, some significant negative exter-
nalities have existed, and some governmen-
tal interventions have been motivated by a
desire to rectify these situations, Public
health regulations furnish the most compel-
ling examples. Contagious diseases generate
external costs in a most litera] manner:
historically they wreaked tremendous harm:
and government's public health regulations
were generally framed and enforced to bring
about a socially more efficient condition. '
In recent decades, anti-pollution laws and
enforcement bureaus such as the En-
vironmental Protection Agency provide ex-
amples of the governmental attack on
negative externalities, though the framing
and enforcement of these environmental
regulations raise many questions about their
exact intent and the degree to which they
have succeeded or failed from a comprehen-
sive social point of view,

In sum, the Modernization Hypothesis has
some fmerit as an explanation of the
emergence of Big Government, but its ex-
planatory power is quite limited. Regulation
of industrial competition, public health, and
environmental externalities account for only
a small part of what modern governments
actually do. Most of their activities have no
plausible connection with the increased com-
plexity of the economy, maintenance of
competition, or the spillover costs that at-
tend population concentration.! Especially
in application to the federal level, where
governmental expansion has been most pro-
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digious in the twentieth century, the
Modernization Hypothesis has little to offer,

Public Goods

A somewhat related idea—related because
it also may involve nonexclusivity or
spillover effects—has to do with public
goods. A “public good,” in the language of
economists, is not simply or necessarily one
supplied by a government. Rather, it has the
peculiar property that its enjoyment by one
consumer does not diminish its enjoyment
by another. As economists put it, once the
public good has been produced, it ha- : zerg
marginal cost of additional use. National
defense is the most familiar example. If more
protection from external aggression is pro-
vided, all citizens share the benefit of
enhanced protection equally, My enlarged
security does not entail diminished security
for any other citizen.

Public goods create an econnmic problem
because, as all consumers share their benefits
fully, each consumer has an incentive to
avoid paying for them. Each wishes to be the
“free rider.” Normally, of course, consumers
who will not pay for a gaod cannot enjoy it,
because those who do pay can exclude others
from sharing in its benefits, For some public
goods, however, exclusion is either impossi-
ble or prohibitively costly. One cannot de-
fend a nation without defending every
citizen in it. Left to provide such nonex-
clusive public goods in the market, people
would provide little or nothing. As everyone
held back, hoping to become the unex-
cludable free rider, no provision at all would
be made.

Government can break the stalemate
created by the free rider problem. By taxing
all—or at least many—of the beneficiaties of
a public good, it can obtain the funds to pay
for the good. Some thorny issues remain
even after government intervenes, because
the appropriate level of provision and the
apportionment of the tax burden cannot be
determined by any straightforward pro-
cedure. In practice, the political process
determines how much is provided and how



the costs are shared by the citizens.

The Public Goods Hypothesis asserts that
during the twentieth century the demand for
nonexclusive public goods—chiefly national
defense and the technology associated with
warfare—has grown and. as only govern-
ment can meet this demand effectively,
government has grown correspondingly.
The argument has considerable merit, par-
ticularly in relation to the federal level of
government, where the provision of national
defense is concentrated. Certainly, the twen-
tieth century has witnessed extraordinary in-
ternational instability and hostility. Two
world wars, a host of smaller international
contlicts, and the Cold War have elevated
the demand for national security far above
its nineteenth-century levels. The develop-
ment of modern military technology has
made this enlarged demand enormously
more costly to satisfy. Indeed, since World
War II an ongoing arms race has meant that
the demand for national security can never
be satisfied once and for all, as each round of
action and reaction alters the requirements
for effective deterrence.

Still, notwithstanding its obvious cogen-
cy. the Public Goods Hypothesis provides
only a partial explanation of the growth of
Big Government. Even at the federal level,
most expenditures have no direct relation to
national defense. The massive outlays for
old age pensions, unemployment benefits,
medical care, agricultural subsidies, school
lunches, and so on and on—not to mention
the hydra-headed regulation of everything
trom children’s pajama fabrics to commodi-
ty futures contracts—have no connection
with national defense or other nonexclusive
public goods.

The Welfare State

The counterexamples just mentioned re-
mind us that the United States has developed
not simply a Big Government but a welfare
state. One may employ still another variant
of the Modernization Hypothesis to account
for this aspect of the rise of Big Government.
Economic growth and the concomitant

sociceconomic transformation have tended
in various ways, many of them subtle and
indirect, to diminish the social service roles
formerly played by such private institutions
as families, churches, and voluntary associa-
tions, Victor Fuchs has hypothefized that

The fruits of the market system—science,
technology, urbanization, affluence—are
undermining these institutions, which were
the foundation of the social order. ... With
the decline of the family and of religion, the
inability of the market system to meet such
needs becomes obvious, and the state
rushes in to fill the vacuum, [Hence]...the
growth of government can also be viewed
as a substitute for family or church as the
principal institution assisting individuals in
time of economic or social misfortune. 2

No doubt the substitution of governmental
for private social services has oceurred on a
wide scale. But Fuchs’s remarks leave one
wondering about the exact workings of the
process by which this vast substitution has
been effected, including such critical matters
as who benefits, how much and in what
forms, and who pays.

Wilhelm Ropke, like Fuchs and many
others, viewed the modern welfare state as
"without any doubt, an answer to the
disintegration of genuine communities dur-
ing the last one hundred years.” But he also
recognized that “Today’s welfare state is not
simply an improved version of the old in-
stitutions of social insurance and public
assistance.” Rather, it has evolved into “the
tool of a social revolution” where “taking
has become at least as important as giving,”
and “it degenerates into an absurd two-way
pumping of money when the state robs near-
ly everybody and pays nearly everybody, so
that no one knows in the end whether he has
gained or lost in the game,”* Thus, by a
natural, almost inevitable progression, the
welfare state has become the redistributional
state. Governmental policies for the limited
purpose of rescuing the most unfortunate
citizens from destitution have merged into
governmental policies for the unlimited pur-
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pose of redistributing income and wealth
among virtually all the groups, rich as well
as poor, that constitute society.

Political Redistribution

An attempt to explain how “the state
rushes in to fill the vacuum,” transforming
the welfare state into something vastly more
comprehensive and penetrating, is the
Political Redistribution Hypothesis. This
argument views government as an instru-
ment for the coercive redistribution of
wealth. It sees the voters as knowledgeable
and self-interested, and the elected officials
as highly responsive to clear messages sent
them by the voters. The argument has taken
various specific forms,

In Allan Meltzer and Scott Richard's ver-
sion, it maintains that Big Government

results from the difference between the
distribution of votes and the distribution of
income. Government grows when the fran-
chise is extended to include more voters
below the median income or when the
growth of income provides revenues for in-
creased redistribution. !4

This version of the hypothesis fits the
historical facts poorly. Evidently, extensions
of the franchise have had no independent ef-
fect on the growth of government, and the
most dramatic extensions of governmental
power have occurred in periods of stagnant
or falling real civilian income, as during the
world wars and the Great Depression. Fur-
ther, to assume, as this version of the
hypothesis apparently does, that all govern-
mental redistributions transfer income to
lower-income recipients flies in the face of
facts too numerous and familiar to require
recitation.

Sam Peltzman's version of the Political
Redistribution Hypothesis holds that
“governments grow where groups which
share a common interest in that growth and
can perceive and articulate that interest
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become more numerous.” Here the process
of governmental growth is seen as driven
exclusively by citizen demands, governmen-
tal response being taken for granted,
Peltzman further maintains that

the leveling of income differences across a
large part of the population.. has in fact
been a major source of the growth of
government in the developed world over
the last fifty years [because this leveling
created] a broadening of the political base
that stood to gain from redistribution
generally and thus provided a fertile source
of political support for expansion of specific
programs, Al the same time, these groups
became more able to perceive and articulate
that interest...[and] this simultaneous
growth of “ability” served to catalyze
politically the spreading economic interest
in redistribution.*®

Unlike the Modernization, Public Goods,
and Welfare State Hypotheses, which seem
implicitly to assume that government grows
by automatically serving a broad but chang-
ing “public interest,” the Political Redistribu-
tion Hypothesis explicitly views the growth
of government as the outcome of a political
process. That perspective is its chief virtue,
But in many of its detailed formulations it
characterizes the political process in a highly
stylized, grotesquely oversimplified way. It
assumes that the size of government is deter-
mined exclusively by elected officials seeking
reelection. Where are the Supreme Court
and the fundamental restraints of the Con-
stitution and conservative public opinion?
What roles are the permanent “civil service”
officials of the executive branch and the in-
dependent regulatory agencies presumed to
play?

Certainly the assumption of fully in-
formed voters is untenable and fundamental-
ly misleading. The assumption that the
average voter is completely ignorant would
approximate the truth more closely. To sup-
pose that the political actors know precisely
how an electoral outcome will be linked to a



specific policy action and hence to a par-
ticular redistribution of wealth is to push the
assumption of complete knowledge to ab-
surdly fictitious lengths. As James Buchanan
has observed, "The electoral process offers,
at best, a crude disciplinary check on those
who depart too much from constituency
preferences.” Elections occur infrequently.
Few citizens possess much accurate informa-
tion about political issues or the actions of
politicians; nor do many citizens have much
incentive to inform themselves better.
Hence, “almost any politician can, within
rather wide limits, behave contrary to the in-
terests of his constituents without suffering
predictable harm."1¢ Indeed, it is virtually
inevitable that the politician will behave
contrary to the interests of his constituents
even if he wishes to serve them faithfully.
Apart from the heterogeneity of consti-
tuents’ interests, the information problem is
simply overwhelming.

The slippage between the interests of con-
stituents and the actions of their elected of-
ficials is readily confirmed. The conservative
former-Congressman, David Stockman,
provided a wonderful example in his
notorious confessions: “I went around and
cut all the ribbons and they never knew I
voted against the damn programs,” Con-
gressman Pete McCloskey recently made the
same point in recalling his first congressional
victory, in a special election in 1967, A post-
election survey, designed to demonstrate the
victorious candidate’s mandate, revealed
“that 5% of the people voted for me because
they agreed with my views; 11% voted for
me even though they disagreed with my
views, and 84% didn’t have any idea what
the hell my views were.”1"

Because so much of the political process
takes place in a supercharged atmosphere of
ignorance, misinformation, posturing, and
emotion, interested elites and strategicaily
placed leaders play much more decisive roles
than the mass of voters, And ideology prob-
ably drives the entire process far more than
is admitted by the proponents of hypotheses
based on the assumption of well-informed,
rationally maximizing actors.

Ideology

Indeed, many scholars maintain what I
shall call the Ideology Hypothesis to explain
the modern growth of governpent. Sup-
porters of this hypothesis make strange
bedfellows. They include John Maynard
Keynes, the patron saint of today’s liberals,
who asserted that

the ideas of economists and political
philosophers...are more powerful than is
commonly understood, Indeed the world is
ruled by little else. ...|Sloon or late, it is
ideas, not vested interests, which are
dangerous for good or evil.'®

Another firm believer in the force of ideas is
Friedrich A. Hayek, a leading intellectual
mentor of today’s conservatives. He has
located the ultimate cause of the aban-
donment of the market system in “certain
new aims of policy,” in particular a convic-
tion that government should “determine the
material position of particular people or en-
force distributive or ‘social’ justice” by
means of “an allocation of all resources by a
central authority.””® Thus, Keynes, who
argued in favor of a “somewhat comprehen-
sive socialization of investment,” and
Hayek, who has devoted a long professional
life to combatting socialism of any sort,
seem tc agree that the growth of government
depends ultimately on ideas or, perhaps
more accurately, ideologies,

Ideology, or what some observers more
vaguely refer to as public opinion, must
have played an important part, at the very
least a decisive permissive role. As Ortega y
Gasset has said, and many others have rec-
ognized, “there can be no rule in opposition
to public opinjon.”?! If people generally had
opposed Big Government on principle, free
markets could scarcely have been aban-
doned as they have been during the past
seventy years. One can easily document the
drift of public opinion toward the left during
the twentieth century.

Public opinion being intangible and im-
measurable, one must hypothesize about its
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effects with extreme caution. Yet something
can be said, especially when one recognizes
that opinion leaders have the ability to
reshape and guide the opinions of the
masses. “Public opinion, ” a political scien-
tist has observed, “is often vague, transitory,
and inconsistent. ...In so far as the public is
aware of issues, it focuses frequently on
issues and topics which have been promoted
or popularized by politicians and the
media.” The opinions of a Walter Lippmann
or a Walter Cronkite may do more to shape
the prevailing climate of opinion than the
opinions of millions of less respected and less
strategically situated observers of society
and polity. “{IJn a mass Jdemocracy,” as
Ropke has said, “policy has to withstand
...the pressure of...mass opinions, mass
emotions, and mass passions,” but these are
“guided, inflamed, and exploited by pressure
groups, demagogy, and party machines
alike.”2? By concentrating on the ideas
broadcast by strategically located elites and
specific influential persons, we have a more
defensible basis for generalizations about the
prevailing ideologies that matter. (Whether
the historical twists and turns of ideology
among opinion leaders themselves can be ex-
plained | consider, at least on this occasion,
a moot question.)

Even if the dominant ideologies can be
identified, however, one must recognize
that, as Willlam Letwin has expressed it, a
legislature “is not a factory that mechanical-
ly converts opinion into statutes.”** Just as
there is much slippage, as noted above, be-
tween the material interests of constituents
and the actions of their political represen-
tatives, so there is much slippage between
the opinions or ideologies of constituents
and the actions of legislators or other
governmental officials. To understand this
slippage would be to understand a great deal
of the reality of the workings of modern
representative democracy.

A furtl;er difficulty is that ideology is not
simply an independent variable in the
sociopolitical process. Joseph Schumpeter
perceived this when he observed that
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whether favorable or unfavorable, value
judgments about capitalist performance are
of little interest. For mankind is not free to
choose. ... Things economic and social move
by their own momentum and the ensuing
situations compel individuals and groups to
behave in certain ways whatever they may
wish to do—not indeed by destroying their
freedom of choice but by shaping the
choosing mentalities and by narrowing the
list of possibilities from which to choose.**

Some may object that this statement goes
too far, that it is unjustifiably deterministic,
leaving no room at all for ideological volun-
tarism.2* Still, in this tantalizing reference to
the sociology of knowledge in relation to the
growth of government, Schumpeter iden-
tified a critical question and laid down an
analytical challenge that any fully satisfying
account will have to answer.

Crisis

A final explanation of the growth of Big
Government is the Crisis Hypothesis. This
maintains that, under certain circumstances,
periods of national emergency call torth ex-
tensions of governmental control over or
outright replacement of the market
economy. Supporters of this hypothesis
assume that national emergencies markedly
enhance both the demand for and the supply
of enlarged governmental activity. “At the
time of economic crisis,” observed Calvin
Hoover,

when critical extensi ns of governmental
power are likely to occur.. there is little op-
portunity for a meaningful vote on whether
or not, as a matter of principle, the powers
of the state should be extended. Instead,
there is likely to be an insistent demand for
emergency action of some sort and relative-
ly little consideration of what the perma-
nent effect will be.?®

In American history the most significant
crises have taken two forms: war and
business depression. At the outbreak of war,



a suddenly heightened demand for govern-
mental provision of a public good, national
defense, leads immediately to displacement
of market processes of resource allocation in
favor of greater taxation, government ex-
penditure, and regulation of the remaining
civilian economy, The larger and longer is
the war, the greater is the suppression of the
market economy. Modern “total” war, wide-
ly regarded as a test of the nation’s very sur-
vival, also encourages a lowering of the stur-
diest barriers—primarily Constitutional
limitations and adverse public opinion—that
normally obstruct the growth of govern-
ment, In severe business depressions, many
people come to believe that the market
economy can no longer function effectively
and that an economy more comprehensively
planned or regulated by government would
Operate more satisfactorily. Hence, they give
greater support to political proposals for
enlarged governmental authority and activi-
ty. Though to a lesser degree than during
wartime, changes in public opinion during
depressions may also operate to enhance the
supply of new governmental interventions
by demanding, approving, or at least con-
doning facilitative reinterpretations of the
Constitution. (Note that once Constitutional
barriers have been lowered during a crisis, a
legal precedent has been established giving
government greater potential for expansion
in subsequent noncrisis periods, particularly
those that can be plausibly described as
“crises.”)

Governmental expansion historically has
beer lighly concentrated in a few dramatic
episudes, especially the world wars and the
‘ureat Depression. A major virtue of the
Crisis Hypothesis, a virtue that it alone ap-
pears to possess, is that it fits well the main

1. Ludwig von Mises, The Ultimate Foundation of
Economic Science: An Essay on Mothod (Kansas City:
Sheed Andrews and McMeel, 1978 {1962] ), p. 98.

2 lames Willard Hurst, Law and the Comditions of
Froedom in the  Ninetoenth-Century  United  States
tMadison: University ot Wisconsin Press. 1956), pp.
3-32 and puassim. See also Lawrence M. Friedman, A
History of American Law (New York: Simon and
Schuster, 1973}, passim,

contours of the historical record. To employ
the hypothesis to best advantage, however,
one must look beyond the crises thermnselves.
Orne must discover why the expansions of
governmental power during the crisis do not
disappear completely whén normal
socioceconomic conditions return. And one
must explain why crises led to upward-
racheting governmental powers in the twen-
tieth century but not in the nineteenth,
which had its own crises, Accounting for this
difference requires that some of the other
hypotheses be brought into play as com-
plements of the Crisis Hypothesis.

Conclusion

Big Government in the United States has
various sources. Obviously, not all are
equally important, but scholars have yet to
develop analytical procedures for determin-
ing with any precision their relative impor-
tance. Given the iniricate interdependencies
among the various sources, such a deter-
mination may not make sense even concep-
tually, much less in empirical application.
Ameliorating negative externalities, pro-
viding nonexclusive public goods, stretching
a safety net beneath the most unfortunate
citizens, redistributing income and wealth,
pursuing the elusive goals of influential
ideologies, reacting to crises- -such are the
activities of modern Big Government. These
manifold activities respond differently to
any particular stimulus or obstruction.
Those who believe that government has
grown too big cannot combat it successfully
with any single weapon. And unless they
come to appreciate better its historical
sources, they are unlikely to deflect its future
evolution very much.

3. Useful general accounts of the growth of American
government in the twentieth century include Solomon
Fabricant, The Trend of Government Activity in the
United States since 1900 (New York: National Bureau of
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