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• CONSPIRING ELITES are inevitable
in governments as long as the politi­
cal state can intervene to take from
some and give to others. As long as
the people continue to sanction gov­
ernment intervention for any reason,
would-be monopolists and economic
royalists will cluster around Con­
gress and the regulatory agencies
competing for favors. Only when the
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machinery of interventionism has
been dismantled, and the false ideas
behind it completely discredited, can
we put an end to monopolistic con­
spiracies. As we have observed many
times, the solution to America's prob­
lems is not more government, but a
policy of "hands off" our money and
all voluntary activities of production
and exchange.
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With government constitutionally
prohibited from meddling in the pri­
vate affairs of peaceful people, and re ­
stricted to protecting our person and
property from criminal violation, no
conspiracy of would-be monopolists
or special-interest hustlers could use
political power to obtain special priv­
ileges, exploitive monopolies, or to
plunder the taxpayers. Without gov­
ernment intervention the chain of
conspiracy would be broken forever.
This is why the Establishment Insid­
ers and their lackeys fear and oppose
laissez-faire .

Those who believe that Establish­
ment conspirators can ever be de­
feated without first overturning the
fallacies and myths of collectivism
are only kidding themselves. Merely
exposing evil motives will not stop
the use of evil means enacted under
the rubric of "good intentions" and
noble goals. Conservatives must
therefore use rational analysis in
their education campaigns to show
that collectivist measures do not and
cannot produce anything but trouble.
This requires sound philosophy and
economics, based on the laws of God
and the nature of man. We must not
only know what we are for but be pre­
pared to puncture the false themes of
collectivists of every stripe.

What we propose to do here is to ex­
amine three of those false themes.
They are that central planning is nec­
essary to a modern economy; that
without government intervention
monopolists will gouge the public;
and, that the great differences in pro­
ductivity among nations result from
imperialism rather than the failures
of collectivism.

Central Bureaucratic Planning
Modern "Liberals," even when they

are not employed by government,
tend to have a bureaucratic mental­
ity. They can think of no better way
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to solve social and economic problems
than by initiating some new pro­
gram, control, or regulation. Having
no appreciation for the complex and
marvelous order of production and
exchange which naturally occurs in a
free society, the "Liberal" resorts to
political authority. His thinking goes
something like this:

"If we let every American go off in
his own direction, in his own interest,
there would be disorder and confu­
sion. The plans of 220 million people
pursuing their own selfish goals
would threaten the common good as
some succeed and others fail. What
this country needs is to have its af­
fairs organized and coordinated un­
der a central plan to do good, prevent
exploitation, and produce for people
rather than for profit."

The call for bureaucratic central
planning comes from the notion that
a Free Market system is chaotic and
haphazard. This is nonsense.

The late Leonard Read provided us
with an excellent analogy for think­
ing about this.* He asked us to con­
sider for the moment an ordinary
pencil - and the fact that its exis­
tence was made possible not by any
central planning of labor and re­
sources but rather by a complex net­
work of voluntary human exchanges
among millions of specialists partici­
pating in a market economy. These
people certainly include all those in­
volved in felling the tree in Oregon or
northern California from which the
wood for the pencil comes. But the
process also includes all those in­
volved in the production of the saws,
ropes, trucks, and other equipment
used in harvesting and transporting

*See "I, Pencil" by Leonard Read and "If Men
Were Free To Try" by John C. Sparks in When
We Are Free, edited by Lawrence W. Reed and
Dal e M. Haywood, Northwood Institute, Mid­
land, Michigan 48640, available at $15 .50
postpaid.
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Economic freedom provides orderly means
of solving problems, meeting needs, reward­
ing efficiency, and punishing incompetence.
Economic progress occurs only when entre­
preneurs and investors dare to risk failure to
come up with something new. As socialism
stifles this creativity, society stagnates.

the logs to the railroad siding, as well
as those countless individuals with
specialized skills involved in the fab­
rication of the tools and machinery
used at the logging camp.

Think too of all the various peop le
invo lved in just producing the food
used at the mess hall of this camp.
They range from the makers of farm
implements and agricultural chemi­
cals to the farmers and transporters
and processors and cooks . With a lit­
tle reflection it is obvious that untold
thousands of persons had a hand in
producing even a cup of coffee for
these loggers.

And all of this is only the begin­
ning. The cedar logs are cut into
small, pencil-length slats at the mill ­
work. These are then ki ln-dried and
tinted. Incredible numbers of special­
ized skills and bits of human energy
went into the tint and the kiln - and
all the other machinery used at the
pencil factory. Even the men who
poured the concrete for the da m for
the hydroelectric plant which sup­
plies power to the mill, and those who
built the electrical towers and strung
the wires, are among the countless
contributors to this "simple" pen cil.

There are uniqu e machines in the
pencil factory, each performing its
special task - cutting eight grooves
in each slat, laying "leads" in every
other slat, applying glue, and stick-
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ing the slats together. Out of this
"lead sandwich" are cut eight indi­
vidual pencils. But still we do not
have a complete picture. We also
have to consider where the "lead"
comes from, and the countless people
involved at each stage of its produc­
tion - including the diggers ofgraph­
ite in Sri Lanka and those invo lved in
the extraction of clay in Mississippi .
And, of course, a similar multitude of
specialists is associated with the pro­
du cti on of the eraser ti p and the ma­
teria l and machinery to make the
brass ferrule. Each pencil gets six
coats oflacquer. Th e ingredients that
make up the lacquer come from
countless other people in the market­
place - including che mists, growers
of castor beans, and those invo lved in
refining castor oil.

So how many free me n, working in­
depend ently, does it take to make a
"simple" pencil? Nobody really
knows. Th e human links stretch back
from each stage of production in a
complex network that encompasses
millions all over the world!

But the glory of it is that none of the
individuals in this intricate web of
production and trade knows how to
make a pencil. There is no maste r
mind who directs or coordinates
these countless activities which bring
the pencil in to existence. No central
planner either controlled or directed
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th e overall process. And no central
planner or group of bureaucrats
could ever do it as cheaply and effi­
ciently as th e "Invisible Hand" of the
market can a nd does. Each of the mil ­
lion s involved at all stages of this
proc ess is motivated in some individ­
ual role because each find s it in hi s
own interest to exchange hi s work or
know-how or raw materi al s for goods
a nd se rvices he wants. It is not nec­
essa ry for a grand planner to compel
anyone.

Bu t how do these people know
wh en and how much to produce? The
price syste m of a free market is what
brings harmony and order to the di­
verse goals and plans of these mil­
lions of inde pendent individuals.
With a pri ce syste m , people can cal­
cula te costs and decide what to pro­
duc e and how much. Producers ru sh
in to profit from offering cons ume rs a
variety of at t ract ive alte rnati ves .
With the amazing market ph enome­
non of prices , peopl e used costs, prof­
its , and losses as market signals en­
abling all participants to adjust th eir
plans to the plans of othe rs. Once a
free market arises on the basis of se­
cured rights in pr ivate prop erty, the
rest is automatic.

The market economy's price sys­
tem is like a giant computer which in­
tegrates all the millions of input data
in the form of millions of individual
supply-and-demand rela tionships.
With the eve r-changi ng patterns of
profit and loss in th e va rious areas of
produ cti on , the sys te m acts to har­
moniz e and coordinate a utomatically
the millions of differen t goals a nd
plans of millions of individual s
throug hout the sys te m. It is far from
chaotic. Economist Wilh elm Roepke
distinguishes the complex , sponta­
neo us order of the marketplace from
the direct , bureaucratic control of
central planning in hi s bookEconom­
ics OfTh e Free Society :
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"Who is charged with seeing to it
that the economic gears of society
mesh properly? Nobod y. No dictator
rules the economy, deciding who
shall perform the needed work and
prescribing what goods and how
much of each shall be produced and
brought to market. Admittedl y, peo­
ple tod ay must perforce accept a
great deal more dictation from au­
thorities of all kinds than a few dec­
ad es ago. Yet by and large the world
outsid e of the Communist bloc - the
'capitali st' world, to use a popular if
vagu e expression - st ill adhe res to
the principle that decisions ab out
production, consumption, saving,
bu ying and selling, a re best left to the
people themselves. Thus, the modern
econom ic sys tem, an extraordinarily
complex mechan ism, functions with ­
out conscious central control by any
agency whatever. It is a mechanism
whi ch owes it s conti nue d functioning
reall y to a kind of anarchy . And yet
capitali sm's severest critics mu st ad­
mit that all of it s parts synchronize
with amazing precision . Political an­
archy leads invariably to chaos. Bu t
anarchy in economics, strangely, pro­
du ces an opposite result: an orderly
cosmo s."

So the truth is opposite to what
most "Liberals" beli eve. Economic
freedom provides an orderly means of
solving problem s, meeting needs , re­
warding efficiency, and punishing in ­
comp etenc e. This spontaneo us order,
however, is not appre cia te d by the
economically ignorant who assume
that if peopl e are left free to pursu e
thei r own goals the result must be a
chaotic mess of conflicti ng interests .
Hen ce, the call s for politically im­
posed central planning. This is a
basic economic fallacy of all social­
ism, fasc ism, communism, merc an­
til ism , and every other system of
central planning.

In fact, as the great economist Lud-
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wig von Mises proved ," it is the cen ­
tral planning of socialis m whi ch is
chaotic since there is no free- market
pri ce system within whi ch costs can
be immediately and accurately cal­
culated and resources rationally a l­
located .And of course, in practice, the
economies of the socialist states are
dreadfully poor , characte r ized by
long lin es, chronic shortages, and bu­
reaucratic ineffici ency which make
even our governme nt Postal Service
seem very efficient in comparison . In
a market economy if a bu sinessm an
makes an error injudgment he - and
perhaps those with whom he directl y
deal s - takes a loss and maybe even
goes out of business. The market sys­
tem of profits and losses corrects mis­
takes very quickly. But when a
socialist bureaucrat makes a mistake
in his central plan the whole country
suffers and there is no built-in mech­
anism quickly to correct it.

Almost all Western socialists today
are "democratic socialists." Despite
F. A. Hayek's prophetic warning in
The Road To Serfdom , most claim
that central planning can be secured .
and tyranny avoided by economic de­
mocracy, which will keep the state re­
sponsive to "the people." Voters .will
go to the polls and select the planners.

But the advocates of democratic
central planning are embroiled in a
contradiction. By advocating central
planning, as we have seen, they as­
sume that the people are incompe­
tent to run their own lives and spend
their own money as they see fit. But
if people as individuals are too incom­
petent to run their lives and appro­
priately spend their earnings, how
can they be intelligent or competent
enough to choose politicians better
capable of running their lives and

"S ocialism ; Ludwig von Mises, Liberty Clas­
sics , 7440 North Shadeland, Indianapolis, In-
diana 46250, $6.00. --
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spending the ir money for the m? In
point offact, of course, democratic so­
cia lism is just another faca de for mo­
nopolistic oligarchy. It is a collecti vist
con game .

Economic progress and innovation
have resulted historicall y only when
special individual s . (entre pre neurs,
investors, inven tors, and discover­
ers) have had the courage to assume
high ri sk s of failure to come up with
something new and test it in the mar­
ketpl ace for acceptance. Sociali stic
sys te ms are necess arily bureau­
crat ic, and bureaucrats do not in the
normal course of things have any in­
centive to take ri sk s, make changes,
or facilitate innovation. Unlike the
entre pre ne ur, whose assets are on
the lin e in hi s every bu siness deci­
sion ' the bureaucrat gets paid as long
as he does nothing but enforce the al ­
ready-established rules. Is it any
wonder that central planning fail s?

Monopolies And Gouging
One of the most widespread of col­

lectivist myths has it that if we had a
true Free Market economy, with nei­
ther government regulations nor
anti-trust laws, there would be noth­
ing to prevent the formation of a few
powerful monopolies which would
soon gain control over the economy
and charge ruinously high prices.
The entire population would be at the
mercy of a handful of huge trusts run
by bloated capitalists smoking ex­
pensive cigars. Students have been
taught that ifwe went to a Free Mar­
ket system a wicked force called "eco­
nomic power" would get .the upper
hand and run everybody's lives
through exploitive monopolies mak­
ing exorbitant profits from outra­
geous prices. So, they conclude, we
must employ political power -to keep
economic powerin line.

First of all , what is "economic
power" that we should fear it so
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Lenin's drivel about economic imperialism
by the industrialized nations is cited by lead­
ers of backward countries to demand transfers
of wealth and technology to prop up socialist
dictatorships. If those countries wish to be
prosperous, they have but to alter their anti­
capitalist attitudes and join the Industrial Age.

much? It is simply the ability to sat­
isfy human wants by offering what
others desire in the right amounts at
the right price. Success in this is re ­
wa rded by profits; fa ilure (a much
more common experience) is pun­
ished by loss. Entrepreneurs and
investors and innovators act to sa t­
isfy human wa nts and needs because
the profit motive provides them with
eno ugh incentive to hazard the risks
of fa ilure invo lved in any business
venture. There is no way that anyone
can do more to benefit other people in
an economic se nse than by pursuing
hi s own interest in the marketplace.
This is because competition among
all the various self-interests benefit s
everyone by providing a growing va ­
riety of attractive alternatives at
lower and lower prices.

How does th is relate to monopoly?
If by a monopo ly we mean on ly one
company in it s field of production ,
then we would have to conce de that it
is possible for a monopoly occasion­
ally to exist in a laissez-faire environ­
ment. Alcoa Aluminum was an
outstanding example of th is . Before
World War II , Alcoa was the only pro­
ducer of pr imary al uminum in the
United States. But Alcoa was not an
exploitiue monopoly and harmed no
one. It did not charge exorbitant
pri ces for it s product ; in fact, it con­
t inued to lower it s pric es dramati-
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ca lly over the years , becoming one of
the major contri butors to the eco­
nomic progress of the Twentieth Cen­
tury.

Why couldn't Alcoa arbitrarily de­
cide to charge super-high rates? Be­
cause, eve n t hough it had no com­
petitors in its own field of al umi­
num, it did have competitors in the
for m of alternative materia ls - from
th e wood ind ustry, the steel indust ry,
and others. Peo ple could always go
back to using t he other products.
And, eve n in aluminum produ cti on ,
Alcoa had potential competitors. If it
had raised its prices to exorbitant lev­
els , other firms , seeing their chance
for profit, would have entered the alu­
minum market , sold at pr ices be low
Alcoa 's, and taken away its cus­
tomers .

The poin t is t ha t the only kind of
monopoly to fear is an exploitiue mo­
nopoly; and that can be sustained
on ly whe n it h as the power to make
competition impossibl e. This cannot
hap pen in a free market since only
governme nt has the power to ban en­
t ry in to a field of producti on . Govern­
ment is the true source of any and all
exploitive monopo lies. A glance at
how much the price of postage stam ps
has gone up over the years te lls you
that the U.S. Postal Service, a gov­
ernment monopoly, is exploitive. It
gets by with this because it is against
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the law for any private enterprise to
deliver First Class mail. The fact that
this is democratic socialism has not
made the postal system one whit
more efficient.

No discussion about monopolies
with a "Liberal" would end at this
point, of course. It would go on some­
what as follows .

Libby: "What if a large, rich com­
pany kept forcing out its competitors
by undercutting prices and even sell­
ing at a loss - wouldn't it be able to
obtain a monopoly and then charge
exploitive prices?"

Adam: "The longer a firm pursues
below-cost pricing, the greater its
loss. From the consumer's point of
view, this is a bargain! So far, it has
defeated the whole purpose of gain­
ing a monopoly - to reap huge prof­
its. Meanwhile, the consumers are
stocking up on its product in antici­
pation of the possibility that the com­
pany might soon try to raise its prices
too high."

Libby: "What about those produc­
ers and their employees who were
forced out of business? Aren't they
harmed?"

Adam: "Not necessarily. There are
several things these other companies
might do. They can temporarily shift
production to another product or field
of production. Or they can shut down
for a time, to re-open after the would­
be monopoly overplays its hand. They
might even buy up the cheap product
of the dominant firm through their
agents and add this to their own in­
ventories to sell later when the
would-be monopoly has had its fill of
losses and tries to recoup by hiking its
prices well above the competitive
level."

Libby: "But now that the original
company has excluded all of its com­
petitors, why can't it start charging
monopoly prices and gouge the con­
sumers?"
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Adam: "As soon as it tried to raise
its prices well above the previous
market level it would be inviting com­
petition from substitutes, as well as
other firms which could produce the
product at a lower price and still
make profits. The greater the losses
it sustained during Phase One of this
policy, the higher it would have to
raise its new price to try to recoup its
losses and still come out ahead. The
higher it raises its new price, the
more incentive it gives to others to
come in and spoil the monopoly ad­
vantage. It can keep out its competi­
tors only so long as it adheres to a
policy of below-cost pricing - and it
obviously cannot do this forever ."

Libby: "Let's get back to those
other firms which are supposed to
come back into the market when the
first company tries to raise its price
too high. What if they don't have the
necessary capital?"

Adam: "They could go to the first
firm's customers - who are now
being overcharged - and obtain a
contract to supply their needs at a
more competitive price. They can pro­
tect themselves for the long run by
getting contracts, upon which they
can borrow capital, even before they
open (or re-open). And these compa­
nies will have a tremendous advan­
tage in that they don't have the big
losses to make up that the would-be
monopoly suffered when it excluded
its competitors from the market. So,
the firm that tries to get a profitable
monopoly by predatory price cutting
cannot get away with it. The compet­
itive pursuit of profits intervenes to
benefit the consumers and keep
prices as low as possible."

Libby: "But all this price-war busi­
ness sounds like destructive compe­
tition to me. It's all dog-eat-dog! Man
is born for cooperation, not brutal
competition!"

Adam: "There is nothing brutal
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about competition in a free market.
In the biological competition of the
jungle, animals compete to eat or be
eaten in a static environment. In the
marketplace, businessmen compete
to satisfy consumer demands by pro­
ducing more for all. They are compet­
ing to produce, not to consume.
Market competition is just a way of
saying that people have a positive in­
centive to provide more alternatives
in the form ofmore goods and services
for the greatest number of people.
This is not 'destructive competition'
but productive competition . 'Dest ruc­
tive competition' isjust a label that a
company uses when a competitor is
selling a product at a lower price and
taking customers by giving them a
better deal. Price wars are not wars
at all; wars are conducted by govern­
ments. Price competition is always to
the benefit of the consumers .

"On the other hand, cries of cut­
throat competition are used as an ex­
cuse for government to intervene
with fair 'trade laws' to fix prices on
behalfof favored firms at the expense
of the consumer. The same govern­
ment uses supposed lack of competi­
tion to justify arbitrary anti-trust
legislation. If they don't get produc­
ers for 'too much' competition or 'too
little' competition, they get them for
'collusion" on the ground that their
prices are the same as those of com­
petitors! With government in the
game, nobody wins!"

Libby: "O.K. I guess I'll have to
agree that in a free marketplace a
would-be monopolist couldn't really
come out ahead by the method of
predatory price cutting. But what if
the company bought out its competi­
tors or merged with them?"

Adam: "Buying out one's competi­
tors is an expensive proposition. But
even if a company did that, and then
tried to raise its price above the com­
petitive level that existed before, it
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would still face new competitors
drawn into the field because of the
prospects of profits. And, even if sev ­
eral firms tried to get together and
make an agreement to collude in set­
ting high prices, there would be the
profitable temptation to cheat. Car­
tels always break down in a free mar­
ket, as the Arabs and their O.P .E.C .
friends are discovering. And, the
higher the price set by the colluding
firms, the more incentive there will
be for other firms outside the cartel to
come in and undercut the monopoly
or would-be monopoly."

Libby: "You contend that monopo­
lies of that sort wouldn't exist in your
laissez-faire economy. But haven't
there been coercive monopolies in our
history?"

Adam: "Oh, yes. Don't misunder­
stand my position. Coercive monopo­
lies did exist in the Nineteenth
Century and they do exist today. But
they were not the result of laissez­
faire or non-intervention by govern­
ment. Just the opposite. They were
made possible only by some form of
governmental intervention in the
marketplace. Take the railroads.

"The Big Four railroads in Califor­
nia, for example, did not obtain their
monopoly over railroading in that
state through market practices, but
by the state government passing leg­
islation which politically banned
anybody else from competing with
them. The railroad monopolies that
existed and were exploitive were
made possible by government subsi­
dies, special privileges, grants by cor­
rupt politicians of millions of acres of
free land, and laws to preclude com­
petition. It could not have happened
in a free marketplace."

Libby: "Then why do we need all of
that anti-monopoly legislation?"

Adam: "We don't. Most of the so­
called anti-monopoly laws have been

(Continued on page seventy-three.)
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From page thirty

SAME OLD SONG
passed at the beh est of certain ele­
ments of 'Big Business ' which used
gove rnme nt interven t ion to 'st abilize
the market' against compet ition . Th e
ul ti mate form of gove rnme nt inter­
vention is , of course, socia lism . Every
indust ry (me a ns of producti on ) is
owne d and operated by t he polit ical
state. No competition is a llowed. As
one learns in Ga ry Allen 's book No ne
Dare Call It Conspi racy , socia lism is
the royal road to monopoly power for
the super-rich. After a ll, wh at could
be more monopolistic than a syste m
in which the gove rnme nt contro ls the
means of produ ct ion (the various in ­
dustries ), while a monopolisti c clique
of In siders behind tHe scenes uses the
power of Big Government forcibly to
cartelize markets , ban com petit ion,
a nd secure monopolies for the m­
selves? All in the name of 'the people,'
of cours e! This clique simply uses the
socia lis t governme nt as a legal hold­
ing com pa ny to take over the econ­
omy. To end t he threat of exploit ive
monopolies , we must convince othe rs
that interven ti oni sm and socia lis m
must be ended and a Free Market
economy allowed to operate . We
should demand the repeal of the
She rman Act , the Clayton Act , the
Robinson-Patman Act , a nd a ll othe r
polit ical meddling in the market­
place.''"

Economic Imperialism
The ty pical "Liberal" has a sta ti c

view of th ings, beli eving the re is a
fixed amount of wealth in the uni­
verse a nd no new weal th ever comes
in to existence. This is so ab surd that
it is se ldom stated explicitly. Yet it is
the basis for one of the most perni­
cious and er roneo us notions eve r be­
lieved by the human mind - namely,
tha t one man's ga in m ust necessarily
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come from an oth er man's loss . The
idea is that if some body ga ins weal th ,
some body else somewhe re must have
suffere d loss as a result.

This fal se idea is extended to
groups as well. For example, Karl
Marx's theory of exploi tat ion (thor­
oug hly refuted by Austrian econo­
mist Eugen von Bohm-Baw erk in the
ear ly 1880s ) holds tha t the pro fit s of
tool owne rs (the bourgeoisie) come
only as the resul t of wages being sto ­
len from the tool users (t he proleta r ­
ia t). This erroneo us bel ief sets
individual agains t individual , class
agains t cla ss , and even nation
against na tion. It is the core er ror
behind labor-managem en t discord ,
ren t controls, and mercantilism . It is
a lso the basis for a very common
myth of "Liberalism" concerning in­
terna ti onal rela ti ons. I re fer to the
doctrine of "economic imper ia lis m,"
some ti mes called "neo -colonialis m."

Communist V.I . Lenin was proba­
bly t he first to populariz e t he idea of
"capitalist imperiali sm " in his book
Imperiali sm. Marx had predicted
tha t the capitalis t process in the ad­
va nced industrialized coun tri es
would steadily lower the wages re­
ceived by the worke rs in ord er to in­
crease t he profit of t he capitalis ts .
This would lead inevitably , according
to Marx, to the immi ne nt colla pse of
capit al ism and it s replace me nt by t he

"'For further information on monopoly, com­
petition, and ant i-t rust laws, see Th e Myths Of
Antitrust by D.T. Armentan o; Th rottling Th e
Ra ilroads by Clarence Cars on; Railroads And
Regulat ion by Gabriel Kolko; Th e Triumph Of
Conservatism by Kolko; Capi talism : The Un­
known Ideal by Ayn Rand et al .; "Is Govern­
ment The Source Of Monopoly?" by Yale
Braz en in Th e Intercollegiate Review , Volum e
5, Number 2; "The Limitations Of Pri ce Cut­
t ing As A Barrier To Local Entry" by Wayne
Leeman in Journal OfPolit ical Economy , De­
cember 1956 ; "Preda tory Pric e-Cutting: Th e
Standard O il (N .•J.) Case" by .Io lm S . McG ee in
The Jou rna l Of Law And Economics , October
1958.
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plann ed , marketless system of social­
ism . So, why didn't it happen? Lenin
wrote Imperial ism to expla in away
this gla ring failure of Marx's predic­
tion. He claimed that the increasing
prosperity of the "capitalist" nati ons
of the Western world-including the
steadily increasing real wages of the
work ers - came as a result of "ex­
ploitation" of the poverty-stricken
underdeveloped nations. In order to
reach this r idiculous conclusion ,
L en in had to ignore his own da ta
which showed that the capitali st na­
tions invested their capital in ea ch
other's economies much more than in
the underdeveloped areas of the
Third World. His contention has been
completely discredited and should
have remained in the dustbin of in­
tellectual history. But ignorance is a
powerful force on which revolution­
aries depend and modified version s of
this nonsense persist.

In an attempt to account for their
continuing poverty and lack of rapid
industr ia l development, the social­
ist leaders of the Less Developed
Countries promulgate the notion of
"neocolonialism," a term coined by
Marxist Kwame Nkrumah of Ghana.
According to this facile rationaliza­
tion, the L.D.C.s are poor because the
Western capitalist nations are afflu­
ent. This view , which is warmed-over
Leninism, is akin to the assumption
that whenever we see a fat man
standing beside a thin man, we may
automatically conclude that the fat
man got that way by stealing food
fromthe thin man.

Arguing that the wealth of the de­
veloped Western nations is responsi­
ble for the poverty in the L.D.C.s, the
Third World leaders and socialist
propagandists have been busy trying
to make the American people respon­
sible for the poverty and frequent fa­
mine in the underdeveloped lands.
This propaganda campaign is to help
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softe n us up for the arrogant de­
mands by Third World lead ers that
this ineq uality between the devel­
oped and the un derdeveloped nations
be reduced by nothing less than
global re distr ibution of our wea lth.
Con men have put forward an L.D.C.
manifesto, dem anding their "right"
to a share of Weste rn capital. This
manifesto is call ed the New Interna­
t ional Economic Order or N.I.E .O.

Th e call for the N.I.E.O. was for­
mally propounded in the "Declara­
ti on on the Establishment of a New
In ternati onal Economic Order," pre­
sented in the United Nations by
Third World and Communist coun ­
tries and adopted by the General As­
sembly on May Day in 1974. This
manifesto has ga ine d increased im­
portance in rec ent years as a result of
the growing "North-South dialogue,"
concern about the L.D.C. debt cri sis ,
and misguided collectivist appeals
from the Pope, the Catholic bishops,
and other economically ignorant or
misinformed clergy.

Here is the theme as arrogantly
summarized by India's socialist Food
Minister at the time: "It is obvious
that the developed nations can be
held responsible for their [the under­
developed nations1 present plight.
Developed nations, therefore, have a
duty to help them. Whatever help is
rendered to them now should not be
regarded as charitybut deferred com­
pensation for what has been done to
them in the past by the developed
countries."

Callingfor nothing short ofa global
Welfare State, the NJ.E.O . Declara­
tion .proposes that "the prevailing
disparities in the world be ban­
ished . . . ." Three measures for at­
taining this egalitarian goal are
outlined in the manifesto. First,
there is to be a transfer ofwealth from
the industrialized, developed coun­
tries (of the "North") to the L.D.C .s of
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the "South" - including technologi­
cal transfers as well a s financial as­
se ts . Second, the Declaration calls for
and encourages polic ies of nationali­
zation by L.D.C. governments , de­
scribing this attempt at direct
confiscation offoreign -own ed private
property as an "inalienable right"!
Third, while it demands capital infu­
sions from America and other West­
ern nations , it encourages "prote c­
tionist" trad e barriers ere cte d
against the developed countries.

None of these socia list ic sche mes
and mercantilistic measures could
bring economic advancem ent in the
poor countries of the world. They
have all been tried , and se rved only
to perpetuate economic stagnation.

Th e transfer of wealth from the
"have" nations to the "have not" coun­
tries would be in the form of unilat­
eral foreign aid or multilateral
largesse through such international
trough s as the International Mone­
tary Fund or Wor ld Bank. This aid
would be administered by and
through governme nt . It would only
strengthen the socia lis t regimes in
their power over the peopl e in these
benighted countries, making matters
worse by perpetuating the chi ef rea­
son for lack of progress . Because of
the politica l nature of this "a id," the
money goes to highly wastefu l public
projects which help no one except cro­
nies of the politicians in power.

The notion that the profits of a for­
eign -owned ente rpr ise are made at
the exp ense of the host country is al so
the rationale behind nati onal iza t ion.
This, again, is the old idea that the
gains of one are offset by the losses of
another. The notion is true on ly in the
political arena, since government
cannot give anybody anything unless
it takes it from somebody else. In pol­
itics, as with any system of theft, one
man or group gains only by the forced
loss of others. But, in the economic
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market , th e process is just reversed.
In free exchange between un­

coerced parties , both sides benefit.
Since the trade is voluntary the
transaction would not take place un­
less both participants beli eved they
were get t ing more of wh at they want
than what they have to give in ex­
change. Free economic processes ben­
efit every body involved ; political
actions, such as theft through nation­
alization, harm not only those from
whom the property is stolen, but a lso
the host country itself. Such a policy
will sca re away inv estments by hon­
es t and competent ent re pre ne urs,
with the result that a backward coun­
try slips into the economic ab yss.

Th e developed countries have not
always been developed. In fact, it was
only in th e late Eighteenth and Nine­
teenth Cent uries that a few are as on
the planet managed to eme rge from
the poverty among all nations that
had existe d for thousands of years.
Before the Industrial Revolution all
nations were undeveloped and vir­
tuall y all peopl e lived a t an economic
level of bare subsistence. What is now
happening in Ethiopia and other
area s of Africa wa s the normal st a te
of cyclica l a ffa irs for thousands of
years !

Life before the Machine Age and
the Industrial Revolution was almost
universally nasty, brutish, and short.
Except for J apan, whi ch st udied
Western economics a nd applied what
it learned, it was only in the nations
ofthe West that the standard ofliving
for the masses of the peop le rose
above subsistence and then contin­
ued to improve well into this century.
None of the Western capitali st econ­
omies required va st transfers of
wealth from outside their borders to
facilitate their dramatic transforma­
tion and economic progress. The ac­
cusers of "economic imperialism"
have no explana tion for this phenom-
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enon because they have no idea from
where wealth comes. *

Note that there are today newly de­
veloping Free Market countries ­
Singapore, Taiwan, South Korea,
and Hong Kong - which are growing
dramatically in their prosperity. Sin­
gapore's annual growth rate between
1960 and 1976 averaged an astonish­
ing 7.5 percent; Hong Kong's rate, 6.5
percent; and, Taiwan's , 6.3 percent.
Though their economic bases are
smaller, these growth rates are con­
siderably higher than those over the
same period for such developed coun­
tries as the U.S. with 2.3 percent or
Britain with 2.2 percent. The very ex­
istence of these newly industrializing
countries (N.I .C.s ) puts' the lie to the
myths of"capitalist imperialism" and
"neocolonialism." For if the capitalist
ecconomies actually exploited the
L.D.C .s, then those countries having
the closest economic ties (trade rela­
tions) with the West should be the
poorest. But, without exception , those
countries with the closest economic
ties to the Western economies are the
N.I.C.s, while the poorest of the
L.D.C .s are those, like Nepal and
Mali, which have the fewest such eco­
nomic ties.

The measures advocated by the
N.I.E.O. Declaration have not and
never will work to reduce poverty in
the Less Developed Countries. The
N.I.E.O. makes about as much sense
as a demand for a redistribution of
fat. But the envy and fanaticism of
such Leftwing dictators as the late
Indira Gandhi is such that they

"F or an explanation of where wealth comes
from and why the Industrial Revolution took
place where it did , see the author's a rti cle in
the June 1981 issu e of AM ERICAN O PINION con­
cerning th e cruc ial role of capital form ati on.
See also Divid ing Th e Wealth by Howard E.
Ker shner; Why Wages Rise by F.A. "Baldy"
Ha rper ; and, Ma inspring OfHuman Progress
by Hen ry Gra dy Weaver.
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wouldn't care if their own people
starved to death in even greater
numbers as long as they could have
the satisfaction of seeing their hated
scapegoat, the United States of
America, dragged down and pun­
ished for daring to be more prosper­
ous in a world that demands sharing.
The underlying impetus of socialism
is not a genuine desire to help those
in need, but the envy and lust to de­
stroy or steal the wealth of those who
gained their living standard the old­
fashioned way: They earned it in free­
dom through honest production and
trade - a process that benefits all
and hurts none.

Will the profits from "We Are The
World" records prevent the starva­
tion and misery in the Third World?
Can any amount of material assis­
tance change things? Not in the least.
It is bitter fruit, indeed, to give people
in desperate straits a crust of bread
and wrong ideological concepts that
bury them even more deeply in their
hopeless and sorrowful predicament.
If these Third World nations wish to
be more prosperous, they have but to
alter their anti-capitalist attitudes,
free their economies, abandon so­
cialistic and mercantilistic practices,
and move into the Industrial Agejust
as the other universally affiuent na­
tions did only a couple of centuries
ago.

* * *
WE HOPE we have convinced you

that all the evil s in the world are not
caused by American capitalism and
White Middle-Class Greed!

Next month we will take up more
myths and "Liberal" cliches concern­
ing such topics as the National Debt,
the cause of inflation, the neo-Mal­
thusian fear of overpopulation, the
consumer protection movement, and
the calls for a "N u clea r Freeze" as the
alleged preventive of "Nuclear Win­
ter"! ••
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