
government has no right to seize or control. 
Now this notion can be extended to cover 
ownership or “capital” in its undifferenti- 
ated form. Theoretically at least a fund of 
capital may be owned by the people (as 
with other kinds of “private” or “social” 
property) and not by governments. That 
is, governments could be prevented, via 
iron-clad constitutional entrenchments, 
from getting their hands on the people’s 
capital. Thus, imagine a taxation reform 
which enacts that taxes in general shall be 
levied in a two-fold way, (a) proportionally 
and (b)  progressively, the latter including 
progressive taxes on inherited capital, the 
height of the tax varying according to the 
size of each inheritance, and not, as under 
death duties, according to the sum be- 
queathed. It could be constitutionally en- 
acted that the total additional proceeds 
raised by the progressive tax be utilized 
first to pay off the people’s stock of negative 
capital, namely, the national debt (reduc- 
ing thereby the proportional tax burden) ; 
and when that aim has been achieved, to 
accumulate a fund belonging to the people, 
not the politicians. From that time onwards, 
the fund could be lent back to society at in- 
terest, the proceeds being distributed as 
dividends to all taxpayers, in strict propor- 
tion to their incomes. 

If such a method of rendering income 
distribution more equal were adopted, the 
squandering of the whole community’s cap- 
ital through the social services and conse- 
quent net impoverishment of the lower in- 
come groups, against which the British so- 
cialist, Evan Durbin, tried unsuccessfully 
to warn the British people shortly before 
his death, would not occur. Durbin, it may 
be recalled, asked for the reduction of all 
social services expenditures to the mini- 
mum consistent with the retention of power. 
But the accumulation of communal capital 
along these lines would (if it were political- 
ly conceivable, or not held to impracticable 
or likely to be deleterious for other rea- 
sons) have two virtues. First, it would not, 
as the present system does, formidably re- 
duce the rate of growth of the stock of 

wage-multiplying assets; and secondly, it 
would place additional “welfare,” Le., addi- 
tional real income a t  the disposal of the 
people in a form in which each individual 
could choose for himself the kind of “wel- 
fare” he prefers, instead of receiving it in 
a form that the politicians supposedly be- 
lieve will be good for him. 

My purpose, however, in the three para- 
graphs above has not been to advocate any 
particular reform. It has been simply to 
draw attention to a semantic obstacle to ef- 
fective communication of the vitally im- 
portant insights brought together so fruit- 
fully in The Economics of Property Rights. 
Furubotn and Pejovich are to be congratu- 
lated upon their perception that such a 
work was needed. 

Reviewed by W. H. HUTT 
*€Iayek‘s challenge was made at the 1947 

meeting of the Mont Pelerin Society. It was pub- 
lished the next year in a symposium of his assays, 
Individualism and Economic Order. The passage 
quoted is on p. 111. 

The Unhooked Leviathan 

The Growth of American Government : 
A Morphology of the  Welfare State, 
by Roger A. Freeman, Stanford, Cali- 
fornia: Hoover Institution Press, 1975. 
xuiii + 201 pp., 26 tables. $8.95 (paper 
$5.95). 

BOTH THE AMERICAN economy and the 
American government started at  a low base, 
so that growth was to be expected. Not an- 
ticipated, however, was that the third 
precious American possession, individual 
freedom, ,would progressively diminish as 
the others increased, apparently as a result 
of the increment. 
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Twentieth century Americans have 
watched the decrease of options in their in- 
come disposal, and in the normal exercise 
of choice as to health care, education and 
philanthropy. They often find that the gov- 
ernment has substituted collective decision 
for personal wishes, and in the process has 
drastically reduced the status of personal 
responsibility for the upkeep of one’s self 
and children. Many citizens, while aware 
of these changes, are too close to the action 
to understand the dynamics of it all. Rog- 
er A. Freeman, a veteran writer on public 
finance, offers this book of arresting if 
wearying statistics by way of full explana- 
tion. His compact volume of prose and tab- 
ulation is a modern account of the classic 
contest, man us. state, given here in Ameri- 
can style, focusing on the two decades, 
1952-72. Correcting popular misconcep 
tions, the author strongly makes these 
points: Government increase did not begin 
with the New Deal. The quantum jump in 
public services occurred roughly at mid- 
century. It probably was made possible be- 
cause a warfare state is transformable into 
a welfare state. 

From the outset, 1789, American eco- 
nomic growth was purposely stimulated by 
the Treasury Department which acquired 
and operated a national bank. Treasury 
Secretary Alexander Hamilton wrote the 
charter of other “money” banks as distin- 
guished from land banks. He also founded 
the government-aided Society for Establish- 
ing Useful Manufactures, unsuccessful in 
his lifetime but the prototype of American 
commercial industry. 

The national government, as distinct 
from the economy, began its increase when 
the military establishment was institution- 
alized with pensions and other veterans’ 
benefits, and with the admission of new 
states and the enormous Louisiana Terri- 
tory. Economists agree that the trend in 
public spending never had any way to go 
except upward. The rise did not become 
dangerous until the rate of expenditures 
went out of control and spectacularly ex- 

ceeded that of production and population. 
Libertarians like Freeman (it is permis- 

sible to call them conservatives) are very 
unwilling to accept the inevitability of mon- 
strosity in government. They reject the as- 
sumption that personal liberty should be 
sacri,ficed to public service. They ask, what 
is social justice? Is it a divine imperative 
that a just government should force the 
sharing of total earnings among those who 
produce and those who do not? What is the 
American concept of equality? Is it that, 
while nature made men unequal as to tal- 
ent, persistence and even luck, government 
has the duty of mandating the equality of 
living standards and social acceptance? 

But suppose that such conditions of jus- 
tice and equality could be achieved under 
an efficient and benevolent tyranny over a 
docile people. Even then, Freeman and his 
kind would consider the price too high. 
This book assumes that any diminution of 
freedom is lamentable, and that the threat 
of its loss is unacceptable. Instead of both- 
ering to reiterate these axioms, Freeman 
goes on to examine the ways by which 
government outgrew and burst the seams 
of the sacred garments in which it was 
originally clothed. 

The discipline that is required to main- 
tain a democracy and a republic was 
sundered by the leadership of President 
Franklin Roosevelt. Ironically enough, he 
inveighed against the causes which he in- 
troduced and which neither he, nor any 
successor, has been able to subdue. Roose- 
velt condemned Herbert Hoover’s expendi- 
tures which soon were vastly exceeded in 
depression and war. FDR in 1935 de- 
nounced “continued dependence upon relief 
[which] induces a spiritual and moral dis- 
integration fundamentally destructive to 
the national fiber. . . .” But various forms 
of relief have become a way of life to 
thousands of families. Roosevelt spoke 
against the right of public workers to 
strike, calling it “unthinkable and intoler- 
able.” By 1973, there were 388 strikes in 
vital public services, such as school teach- 
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ing, trash collecting and fire fighting, but 
the chief executives of the nation, the states 
and the cities did not call upon the disci- 
plines that are indispensable to self-govern- 
ment. 

Established by the New Deal, the Ameri- 
can service state marked time for a while 
and did not immediately or drastically in- 
crease the costs and works of the central 
government. It had taken 163 years, 1789- 
1952, for domestic services to reach $34 
billion. Yet most of the increase was in the 
twentieth century. In the first fifty-odd 
years of that period, govenmmt expendi- 
tures increased forty times, nearly three 
times faster than the national economy. The 
explosion took place in the two following 
decades, 1952-72, under presidents of both 
major parties, when the bill for domestic 
services shot up from $34 billion to $257 
billion. 

By this time the politicians who caused 
or consented to the extravagant changes 
had become adept at covering their foot- 
prints. Freeman points out that one of the 
cleverest ruses was the capture of the hon- 
orable name ‘liberal” by the left-wing 
statists. Liberalism in Europe and America 
had always been the natural barrier against 
invasions of the individual liberties by 
totalitarians of left and right. Anything 
done in the name of liberalism supposedly 
was right. Yet the counterfeit liberals under 
their pseudonym gradually sabotaged the 
fundamental rights which Americans took 
for granted. 

Camouflage was another tactic of the so- 
cialist conquest. At first glance, the federal 
government seemed to have grossly ex- 
panded after 1952, and most Americans be- 
lieved it. A second glance gave reassuring 
evidence that the central authority had only 
kept pace with postwar prosperity, multi- 
plying at the same rate as the Gross Nation- 
al Product, or 3.5 times. Freeman’s minute 
examination shows up the entire deception. 
The levy on the American people was exces- 
sive but less noticeable for being laid from 
different directions. More than five hun- 
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dred grants and loans from Washington 
were carried out in the states and localities. 
These transfers amounted to $2.6 billion 
in 1952; $36 billion in 1972; and a pro- 
jected $51.7 billion in fiscal ’75. Persons 
working for the state and local governments 
jumped 139 percent, 1952-72. Outlays for 
health, education and welfare, mostly man- 
dated in Washington, increased 1416 per- 
cent in those two decades where Freeman 
concentrates his attention. 

It is inconceivable that the American 
people would have tolerated this magnitude 
of peacetime spending if candidly asked to 
give their consent-of-the-governed. But the 
citizenry was hoodwinked by presidential 
candidates who promised to economize, yet 
would not or could not do so. The electorate 
was thoroughly confused by the fiscal 
sleight-of-hand practiced both on Pennsyl- 
vania Avenue and Capitol Hill. For al- 
though in 1952-72, total civil governmental 
employment was up 92 percent, and every 
public service grew accordingly, it was all 
made to seem like a free lunch. The financ- 
ing of the spending sprees was so cunning- 
ly disguised that few citizens realized how 
they were being fleeced. For example, there 
were federal income tax cuts in 1954, 19&, 
1969 and 1975. The rate of spending was 
made to look less by numerous subter- 
fuges. Among these: raiding the funds for 
national defense, adopting deficit budgets, 
and charging them off to the national debt, 
hiking property taxes mostly in non-federal 
jurisdictions, as well as by taking money 
from the consumer at the gasoline pump, 
the airline ticket window, the tobacconist 
and the liquor dealer. 

All candidates for president, no doubt 
from good will and self-interest, promised 
governmental austerity. They soon were 
caught in the undertow of greed and weak- 
ness that runs below the placid surface of 
a popular republic. Among modems, 
Dwight Eisenhower, probably the most sin- 
cere, kept his word for a while. He actual- 
ly lowered federal expenditures between 
1953-55. Ike succeeded in this reduction 
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by cutting $10 billion from national de- 
fense, and by stabilizing domestic costs for 
those two years. Afterwards, he became a 
reluctant peacetime spender. Federal spend- 
ing headed upward under Kennedy’s New 
Frontier, and zoomed under Johnson’s 
guns-and-butter policy for the Great So- 
ciety. Nixon took the usual vow of frugali- 
ty, but in his first two years spend an addi- 
tional $27 billion, despite a $4 billion cut 
in national security. 

In 1975 the people have a $1.5 trillion 
economy, a $500 billion government, and 
a $528 billion national debt. Americans 
may ask whodunit, and what has been 
achieved? Freeman finds that the bogus 
liberalism was made fashionable by a rela- 
tively small number of intellectual elite, 
considerably left of center, who taught, 
wrote and influenced the multitude into 
jealous discontent. His bZte m i r  is the im- 
mensely clever Professor John Kenneth 
Galbraith, whose seductive theme is that 
government should take from the earners 
and render social services to the yearners. 

But neither the average citizen nor the 
elite radical can call the service state a suc- 
cess story. Outlays for social programs 
(health, education, welfare through income 
transfer, housing, community-planning and 
policing) have multiplied without showing 
much cost-quality relationship or bringing 
tranquility to our bewildered land. Produc- 
tivity is lower in the public sector than in 
the private one. Schools have relatively 
more teachers but fewer pupils, college 
standards are lower, brave and well-paid 
policemen have not stemmed the criminal 
tide, care for dependent children has pro- 
duced more of them, more broken homes, 
more unwed mothers, more absent fathers. 

As the government grows, it turns the 
people from possessors to possessions. Many 
candidates and most polls keep telling us 
that big government is the greatest domes- 
tic menace to personal freedom. But seldom 
is heard the cry of protest-“Come the 
counterrevolution.” 

Reviewed by HOLMES ALEXANDER 

Modem Age 

Colonial Age Conflicts 

“Salutary Neglect”: The American 
Colonies in the First Half of the 
18th Century, Volume I1 of Con- 
ceived in Liberty, by Murray N. Roth- 
bard, New Rochelle, N .  Y.: Arlington 
House, 1975. 277 p p .  index. $12.95. 

IN THIS SECOND VOLUME of Conceived in 
Liberty, a multi-volume narrative and in- 
terpretive history of early America, Murray 
N. Rothbard, the noted libertarian econo. 
mist and historian, really begins to warm 
up to his subject. The second volume is only 
about half the length of the first, it covers 
roughly from 1710 to 1763, but is, if any- 
thing, an even better piece of work, and I 
thought the first volume excellent. 

Why? Because without allowing the nar- 
rative to suffer-as he has promised in the 
preface to each volume-Rothbard man- 
ages to extend even further his range of 
analysis and interpretation. To some extent, 
of course, he is able to do this because of 
the foundation which he laid in volume 
one.* 

Like Caesar’s Gaul, the book is divided 
into three parts. The first part, of about a 
hundred pages, discusses each of the colo- 
nies as they developed throughout this peri- 
od. In Massachusetts, in the wake of the 
Salem witchcraft trials, we see the rise of 
a degree of religious liberalism, centering 
around Harvard College, while Connecticut 
moved toward a Presbyterian orthodoxy. 
Relying on Charles S. Grant’s study of a 
New England frontier town, Rothbard sees 
fewer class differences, or other tensions, 
between the east and the frontier than did 
some earlier writers. He devotes some space 
to land monopoly in the vast estates in New 
York, and to the early problems with black 
slavery there. In New Jersey, a spirited pro- 
test finally foiled the proprietors’ “great 
counterrevolutionary attempt to impose feu- 
dal overlordship.” 
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