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Introduction

Late in 1970 several members of the Mont Pelerin Society joined Dr.
Gustavo R. Velasco of Mexico in a plan to honor Professor Ludwig von Mises on the
occasion of his ninetieth birthday — September 29, 1971 — by means of a collection
of invitational essays. These would be assembled and published by the Institute for
Humane Studies, {nc., under the guidance of a sponsoring committee composed of
the following members of the Society:

F. A.von Hayek

Henry Hazlitt

Leonard E. Read

Gustavo R. Velasco

F. A. Harper, Secretary of the Committee

The persons invited to submit essays were, with few exceptions, present
members of the Mont Pelerin Society. It was assumed that, because of their having
been selected for membership in the Society, they were worthy of being invited to
contribute and were likewise qualified to prepare self-edited essays in a form ready
for photographing and lithographic production. Each essay would be in the language
of the writer’s choice.

The Committee was gratified by the enthusiastic response to the
announcement of this project but regretted that some invitees who wished to
participate found it impossible to do so, for reasons beyond their control, within the
necessary time limit. Not the least of these reasons, ironically, was the confusion
caused by the British postal strike, as well as the customarily slow mail service in
many countries.

It is with pleasure and deep gratitude that we present these essays to our
esteemed associate, Professor Mises, in recognition of his invaluable contributions
over the years to our understanding of human action in its varied dimensions. Each
essay is available for reprinting elsewhere by arrangement with the author, who is its
de facto owner under the Institute’s copyright for the collection as a whole.

The Committee wishes to express its appreciation for the excellent
cooperation of all who have helped with this project. Special thanks are due the
authors, the printer, and others involved in the production and financing of this
festschrift.

F. A. Harper, Secretary

Menlo Park, California
June, 1971
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On the 90th Anniversary of Ludwig Von Mises

"“The key stone of Western civilization is the sphere of spontaneous action
it secures to the individual . . . . Driven by their inborn genius, pioneers have
accomplished their work in spite of ali hostility and opposition.’’ The author of these
thoughts has given witness to their truth with his life and his work. Since the first
years of this century, Ludwig von Mises has never ceased in his efforts to advance
science and the cause of liberty. And nothing has stopped him in the construction of
an admirable intellectual edifice, more lasting than any encomium from his friends
and disciples because of its intrinsic worth and its incalculable potential for the
development, well-being, and happiness of mankind.

Like Greece and Florence in their moments of glory, Austria and
particularly Vienna enjoyed a brief period of freedom from 1867 to 1914 when the
arts and sciences suddenly prospered and bore valuable fruits. Mises is a product of
this flowering of a civilization which continued to project its rays until the night
descended finally with the Nazi invasion. But, unlike men of lesser fortitude, with
uncommon vitality and resilience he continued his work from 1934 to 1940 in
Switzerland and from then until the present time in the United States.

The outstanding facts of Mises’ life and intellectual production are so
well known that it would be superfluous to repeat them in detail. His two chief fields
of endeavor have been economic science and social philosophy. in the first one he
has created not one but three masterpieces — The Theory of Money and Credit,
Socialism, and Human Action — besides a host of lesser works like Nation, Staat und
Wirtschaft, Kritik des Interventionismus, Geldwertstabilisierung und Konjunk-
turpolitik, and others. As a continuator of the great line of thought initiated by Carl
Menger and followed by BGhm-Bawerk and Wieser, Mises has been an authoritative
expounder of the so-called Austrian School of economics and has developed it in a
number of important points, such as the integration of the theory of money into
marginal utility analysis, the insight that utility cannot be measured and must only
be ranked ordinally, the purchasing-power-parity theory of exchange rates, the
monetary explanation of the business cycle, and the importance of economic
calculation and its impossibility outside of a market economy.

Far from falling into the barbarousness of specialization criticized by
Ortega y Gasset, Mises has provided economics with a firm basis in the theory

of knowledge and integrated it in a general theory of human action. He has pursued
these objectives in several other works such as Epistemological Problems of Eco-
nomics, Theory and History, and The Ultimate Foundation of Economic Science.

Mises has been not only a great economic theorist, but also an ardent and
remarkable defender of the social order which he considers most conducive to human



cooperation. In this respect his name should:..be added to the long list of eminent
thinkers like Hume, Smith, Burke, Humboldt, Tocqueville, and Acton, who
originated and perfected the doctrine of liberalism. These ideas are found chiefly in
Socialism, which, besides being a devastating critique of this creed, contains a
complete exposition of the liberal system; in Kritik des Interventionismus, where he
demonstrates that this self-defeating pretended third way cannot be an alternative to
liberalism; and in Liberalismus, translated into English as The Free and Prosperous
Commonwealth.

Besides his written work embodied in innumerable books, monographs,
articles, contributions to collective works, and translations, Mises has exerted a
powerful influence through his teaching and personal contact. In Vienna he was a
chief factor in the formation of an outstanding group of scholars through the private
seminar which he conducted for several years. At New York University he again
succeeded in transmitting his ideas to a number of brilliant American students. By
means of lectures, seminars, and participation in colloquiums and discussions in most
European countries as well as in Mexico, Guatemala, Peru, and Argentina, his
thought has reached a worldwide audience.

It would be futile to attempt to extol the qualities in Mises’ writings and
teaching which have gained him the respect and esteem of his readers, students, and
hearers, as well as the criticism and in some cases the hostility of those who disagree
with his economic theories and liberal outlook. In my opinion his success has been
due to his superb intelligence, his intellectual honesty and relentless logic, and to his
boundless knowiedge both of previous achievements in economics and of history,
sociology, psychology, and philosophy. It should not surprise us that these
characteristics and the unflinching manner in which he has pursued his arguments to
their ultimate conclusions have led to the accusations that he is cold, uncompro-
mising, and out of touch with the times. Our reply must be that the task of scholars
and thinkers is not to be practical or popular and that, side by side with intelligence
and knowledge, economists and social philosophers must possess character and
another quality which in Spanish is called “entereza’ and for which English has only
the approximate equivalents, ‘‘firmness’’ and “integrity.”

Those of us who have had the undeserved good fortune of penetrating a
little behind his reserve know that Mises is as cultured as he is witty and as
sympathetic as he is kind and warmhearted. Good manners forbid that I should detail
the reasons for these assertions, as well as refer to his domestic life, except to state
that without the loving care and constant watch of his wife, Margit, Professor Mises
would never have completed the incredible amount of work which he has
accomplished.

Some vyears ago Ludwig von Mises joined those select few like Kant,
Voltaire, and Goethe who reached an age denied most men, in full possession of their
mental gifts, in lively contact with the world, and as active as always in their fields of
interest. On the occasion of his 90th birthday we can only present him with a modest
and very incomplete proof of the fact that we have tried to follow his lead. When
reason, science, and freedom reign once again in the world, as it is our hope and
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conviction that they shall, Ludwig von Mises will not be alone. The admiration and
gratitude of all men will accompany him.

Gustavo R. Velasco

Mexico, D.F.
june, 1971
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Ludwig Von Mises

Ludwig Edler von Mises was born on September 29, 1881, at Lemberg,
Austria, the son of Arthur Edler and Adele (Landau) von Mises.

He graduated from the University of Vienna in 1906 as Doctor of Law
and Social Science; served as economic advisor to the Austrian Chamber of
Commerce from 1909 to 1934, taught economics at the University of Vienna from
1913 to 1938; was founder and Acting Vice President of the Austrian Institute for
Business Cycle Research from 1926 to 1938; was Professor of International
Economic Relations at the Graduate Institute of International Studies, Geneva, from
1934 to 1940. On July 6, 1938, Professor Mises married Margit Sereny-Herzfeld in
Geneva.

In 1940 he emigrated to the United States, and from here his influence
spread over many nations through his lectures and writings. From 1945 to 1969 he
was Visiting Professor at the Graduate School of Business Administration, New York
University. He also served as Visiting Professor at the National University of Mexico
in 1942, and, since 1965, at the University of Plano, Texas. He has been a consultant
and advisor to numerous business and research organizations.

Honors awarded him include an Honorary Doctor of Laws at Grove City
College (1957), Honorary Doctorate of Law at New York University (1963),
Honorary Doctorate of Political Science at the University of Freiburg (1964), and
the Distinguished Fellow award of the American Economic Association (1969):

A library possessing all the books by Ludwig von
Mises would have nineteen volumes if it confined itself to
first editions, forty-six volumes if it included all revised
editions and foreign translations, and still more if it possessed
the Festschriften and other volumes containing contributions
by him. This stream of publications began in 1902 ....The
stream of students that has come out of his seminars is no
less remarkable than his literary output.

His published work ranges from economic his-
tory and history of thought to methodology and political
philosophy, with special emphasis on monetary theory,
international finance, business fluctuations, price and wage
theory, industrial organization, and economic systems. It
would not be possible to enumerate the ideas which Mises
has originated and disseminated over the years, but some of
the most fruitful may be mentioned: in monetary theory, the
application of marginal utility theory to the explanation of
the demand for money; in business cycle theory, certain
amendments to the Wicksellian theory of the cumulative
process and a demonstration that a monetary policy stabil-
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izing certain price indices would not at the same time
stabilize business activity; in the theory of socialist economic
planning, the discovery that the type of economic calculation
required for an efficient allocation of resources cannot be
carried out without a system of competitive market prices.
The recent movements toward decentralized planning in
several Soviet-type economies add the endorsement of
history to the insights at which Mises arrived almost fifty
years ago.

The American Economic Review
September, 1969

As a unique tribute to Professor Mises, Oskar Lange of the Polish
Politburo once proposed that the socialists erect a statue to him, “For it was his
powerful challenge that forced the socialists to recognize the importance of an
adequate system of economic accounting to guide the allocation of resources in a
socialist economy.” They never did, of course, but Professor Mises has erected his
own statue of a material that is even stronger than marble, in the form of his
monumental writings.* No less than 219 articles have been authored by Professor
Mises. Others are lost, perhaps forever, due to his early files and records having been
ransacked shortly after Hitler’s army invaded Austria in 1938.

This remarkable man has appropriately been called a scholar's scholar
and a champion of the potential of humans. His rare degree of philo‘sophic conscience
and scientific integrity not only has contributed the powerful force of his ideas
themselves, but also has inspired untoid numbers of persons to heights of intellectual
attainment otherwise hardly conceivable. Some of these fruits are on the pages which
follow, from a few of his friends and admirers.

F. A. Harper

Menlo Park, California
June, 1971

*Bettina Bien, The Works of Ludwig Von Mises (Irvington-on-Hudson, New
York: The Foundation for Economic Education, 1969)
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Property and Freedom

Alberto Benegas Lynch

It is a great honour to be able to share this
deserved homage to Professor Doctor Ludwig von
Mises. He is undoubtedly the most enlightened man
of thought of our times, consubstantiated with the
basic principles which brought about the greatness
of western civilization.

Constantly, in his teachings, he has been
loyal to scientific truth. He has always disliked
"pseudoeconomists" who, far from standing firmly
for scientific criterium, yield to the fashionable
statism impulsed by inveterate demagogy. The inte-
lectual integrity of Professor Mises is the best
examvle for students who love truth.

If human beings wish to enjoy prosperity all
that government can do is to establish and support
the institutional system which enables the maximum
accumulation of capital. This system is the classic
capitalism based on private property and free mar-
ket. All the wrong economic policies that nowadays
prevail are anticapitalistic and antiliberal, in
different degrees. These antiliberal policies are
always poisoned with demagogic ingredients.

Mises' teachings show the relevince of private
property and individual freedom for the improve-
ment of civilization.

Freedom and property are always very important
subjects. But, nowadays, in the unsteady times
in which we are living, the subject "Freedom and
Property" is of outstanding importance. The decay
of civilization at present shows us how important



it is to recover the complete force of private pro-
perty in order to vreserve individual freedom.

Our times are inclined to destruction. Chan-
ges take place swiftly -hile destruction is being
accomplished. Without analyzing the causes of the
evils that we wish to avoid, and without knowing
the real significance of social institutions, with-
out minding what comes next, a blind impulse brings
about senseless changes. The remnants of many free
institutions are being threatened to be extinguished.

Under these circumstances it is a good idea
to stop and think. Let us cast a look upon one
of the basic constituents of civilization. and pon-
der the caugses that move the modern barbarism which
destroys civilization.

During these hard times, private property, pur-
sued and crippled, has become a kind of Cinderella.
This Cinderella is threatened by many social reforms
that makes her the real scapegoat. In ,this way ci-
vilization retreats, because private property is
its irreplaceable basis and is the principal compo-
nent of individual freedom.

Proverty is the Basis of Civilization

Throughout human history we can see that the
great advances of civilization take place at a
time when private property exists as a basic social
institution. Wwestern civilization owes its progress
in a great measure to the existence and due respect
of the right of property. Private property is born
with the right to live. To preserve life implies
to enjoy the fruits of one's labour freely. With-
out doubt labour belongs (in property) to the one
that accomplishes it, as does our organism to us.
Private property of the intellectual, or manual work
or services performed. are the prolongation of the
personality of he who has performed them.

The great pclitical movements that brought
about a high civilization recognized private pro-
perty as the background of social order. Private
property is a part of individual liberty and it is



as important as life itself, thus none of them can
be deprived at will. This is the sense of the de-
clarations on private property contained in the
documents of democratic revolutions against abso-
lute monarchies - English, American and French re-
volutions are the proof. The same thing can be
said of the movements for independence in the whole
of America. The same idea is reflected in the
modern Constitutions which were the basis of the
political organizations of the new nations.

Although liberty is the essential element of
the advance of civilization, private property is
its prerequisite and its principal component. We
cannot imagine individual freedom without private
property. To acquire and possess private property
and its free disposal, is indispensable for the
free creative activity of individuals. Freedom to
create involves the existence of individual proper-
ty. Individual property makes it possible to ex-
change goods and services. Individual property
makes these exchanges the most useful and it en-
riches the members of society. The worker who
suffers violation of the property of his earnings
does not enjoy freedom. And the property of his
earnings is violated, for instance, when govern-
ments and unions deprive him by force of a portion
of his income, to spend it on different purposes
than those freely chosen by the owner. This is the
case of compulsory contributions for retirements,
pensions, etc., whenever such contributions and
the systems established are imposed by force. That
is to say, whenever the system and the contribution
have not been accepted voluntarily by those who
have to pay.

Civilization Threatened by Marxism and Demagogy

If civilization is nowadays under crisis, it
is in great measure due to the deterioration of
private property which, in some cases, has even been
totally abolished, just as Marx, Engels and Lenin
wished. Even in those places where private proper-
ty has not been totally abolished, it has been dis-
credited by unjust legislations. These unjust
legislations have been established by the impulse



of the fashionable demagogy.

Freedom is not defended as it should be. be
cause some people deny that private property is an
essential prerequisite to liberty. These people,
sometimes well intended, do not realize the pre-
eminent rank of vrivate property in social insti-
tutions. Besides its other qualities, private
property is one of the bastions that confers inde-
pendence to the individual, and makes it possible
for him to resist the lurking intent of political
power to outbound itself.

The advantages accomplished by the collecti-
vists in the dramatic ideological struggle between
liberty and collectivism are due, in great measure,
to the success of the preachings of Marxism. These
preachings are led to soften the defence of vrivate
property. which should be undefeatable, since it is
the background of progress of civilization.

The demagogic spirit accompanies, ,suvvorts and
stimulates every advince of collectivism. This
always leads to deteriorate private property. The
eternal facing between rich and poor is provoked
by demagngues, and determines hard feelings in the
peonle as well as low passions. This facing is at
present also at internatiosonal level, because inter-
national bureaucrats have been practicing demagogy
for some time now, pretending that the poverty of
the poor countries is due to the richness of rich
countries. The pure emotional element blinds reason.
Conscious or unconsciously, along this path, the
gates are opened for ignorance to mislead the real
causes that provoke wealth or poverty. Laziness is
also stimulated in this way. IR this manner it is
encouraged to hate capital, notwithstanding capital
being the fundamental factor for redemption of the
poor. Capital is precisely the element that cannot
be substituted to increase mass production of goods
and services. And mass production of goods and ser-
vices has no other destiny than mass consumption,
which, consequenily, improves the standard of living
of the masses. Since the saving spirit has been
weakened, the investment of capital is impeded. And,
as we know, investment of capital is the real
redeemer of poverty.



Free and Contractual Society Demands
Respect for Private Property

In this atmosphere, poisoned by error, it be-
comes very difficult to defend private property and
its essential attributes, as civilization demands.

Nowad=2ys. in the ovinion of many of our con-
temporaries, to own goods and use them, as well as
dispose of them freelv, has not the same significan-
ce as it used to have for our Pounding Fathers.

Free and contractual society tends, in this way. to
be revlaced by collectivistic and hegemonic society.
The will of the parties, which does not affect the
ricshts of others, is not the supreme law any more.
Authoritarian government neglects such a law in
order to imvose its vaternalistic dictates. Al ng
such a path sometimes government uses intimidation
and even violence, by means of the unions. In these
cases the unions often stand on the basis of a to-
talitarian lesislation, which accumulates nrivileges,
violating private vroverty as well as freedom to
work, to contract and to associate.

The advance of collectivistic conceontion of
the society based on hegemonic principles changes
the structure of government. Government expands
its function and enlarees its costly dimension,
sometimes volitically supuorted by gigantic unions,
often of spurious origin. Governments become entre-
peneurs Aand manage railroads, televhones. oil, banks,
power: governments become merchants, liquor dealers,
manufacturers, etec. They assume most of the func-
tions that are forbidden to the State in a free so-
ciety bhased on contractual orincivles. Limited
government, characteristic of free societies, is
beines replaced by omninotent government, characte-
ristic of hegemonic societies. 1In this vrocess,
pronerty and freedom deteriorate. Government in-
tensifies its extraofficial activities at 2 time
when the fulfilment of its specific functions i=
consideribly weakened. The effective protection
of life, property and freedom is becoming more and
more neglected. Govermments are at present devoted
to manv activities alien to their proper functions.
At the same time they lack efficient means to put



an end to terrorism and subversion, with their se-
quel of murders, kidnappings, thefts and depreda-
tions, which put governments in a tight corner. 1In
short, governments do what they should not, while
they do not do what they should.

The Poor Benefit More Than the Rich Sy
Private Property

Defence of property in safeguard of individual
freedom, as civilization requires, benefits the poor
much more than the rich. The former are those who
are in more need of the inviolability and solidity
of this basic social institution. Security to the
right of property is indispensable to the poor, who
wish to enrich themselves in order to grant comfort
to their people. They cannot do without such secu-
rity to obtain comfort by means of fruitful work,
savings and subsequent investments, which is the
only way to get rich honestly. It is well known
that investments vanish without security to the
right of property, on which rests the confidence
that attracts investors. To guarantee the right of
property it is essential to intensify, up to the max-
imum, investment of capital in order to increase
production of goods and services. And goods and
services produced are distributed, in the last in-
stance, in the most convenient way for everybody,
through the working of a free market. In this way
those who have less means at their disposal are the
ones who profit more. Needless to say the rich,
whose riches come from the support of satisfied
consumers, also benefit by the security to the right
of property.

It is a pity that most of the people, when
thinking of popular measures which can be taken
by government, really do not have in mind the kind
of measures that benefit the people. Professor
Hayek, in one of his books, explains why the worst
reach the top. In fact the whole problem comes
from ignorance. As soon as somebody realizes the
correct relation between cause and effect he will
never allow a measure that harms the people to be-
come popular. The only measures adopted by govern-
ment that really can be considered popular are those
that benefit the people.




As Mises teaches, and as I have already men-
tioned, the only way in which -government can really
benefit the people is by establishing and preserving
social order based on private property, free market
and limited government, that is to say, classic ca-
pitalism. Unfortunately the ignorance that prevails
in general makes the economic policies that benefit
the people unpopular, at the same time as many
wgong policies that harm the people become very pop-
ular,

There is no doubt that if most of the people
in every country of western civilization realized
the advantages for everybody of the social system
of capitalism, the majority would vote for the best.
Western countries would be much more prosperous
than they are now and the difference between tota-
litarian and free countries would be greater.

Unfortunately the fallacies of the preachings
of the demagogues make many people think that the
way to prosper is to use the apparatus of compul-
sion and coercion that is the state, in order to
"redistribute" the wealth of those who earned it
honestly in the market.

We must believe in truth and be optimistic in
the hope that the day will come when more people
will seriously study the writings of Professor
Iudwig von Mises. When that time comes, step by
step, more and more people will think correctly
and see clearly the fundamental problems of social
life.

Social Reforms

Everywhere we hear people dem=nding changes.
These changes are usually called social reforms.
Among these, in many countries - especially in the
so-called under-developed countries - agrarian re-
form is a current slogan.

None of the politicians demanding agrarian re-
form has taken the trouble to study the problem.
They only wish to appeal to the emotional aspect,
offering to those who do not own land and wish to
become owners a piece of land that will be taken



from a2 1land owner.

In Latin American countries this is something
that is hanpening in a very extended way. In Cuba,
for instance, when Fidel Castro brought ahout the
agrarian reform that was the way he proceeded.
FEveryhody knows the result of the agrarian reform
in Cuba. Production of sugar and other crovs de-
clined noticeably. A very able newspaper man who
was in Cuba at the time the agrarian reform took
place stated that when he asked the new farmers
their opinion regarding the success of the agrarian
reform, most of them emphatically remarked upon the
failure of same, but at the same time most of them
said they were not unhappy. When the newspaper man
requested an explanation of this apparent contradic-
tion, the general repnly was that they were content
because Mr.John or Mr.Paul - who were big land own-
ers - had been deprived of their property. This
confirms the importance of envy and other low
vassions in politics when ignorance prevails.

At present the new policy initiated in Chile
with the coming into power of the communists, shows
that even the more educated people have learnt very
little. We must admit that in Chile the politicians
who took over have only read the wrong side of the
library, say the Marxist authors. They are even in-
capable of learning by facts. It is incredible that
they learnt nothing from the disastrous experience
of Cuba.

These sad exveriences in Latin America show
how far off the people in most of those countries
are in understanding the relevance of private pro-
perty to freedom and prosperity.

A free market places the land in the hands of
entrepeneurs, who are of greater benefit to the con-
sumers; and the size of the land in the last instan-
ce devends on the will of the market. Many times
the market indicates that the consumer is best served
when the size of the land owned by the land owner
is larger than it was before, as this makes it possi-
ble to have better gquality crops at lower prices.

In the industrial areas social reforms that are
proposed by demagogues and which, needless to say,




deteriorate or even abolish private property, are
related to measures that make it compulsory for
workers to participate in the management of the en-
terprise. But also, as is happening in Chile, ex-
propriation in the name of nationalization takes
place. In fact, this policy results in confiscation,
because when the government pays for expropriation
the price generally is below the real value, with
long payment terms in money devaluated by infla-
tion. The Chilean exumple is an experience that
should be carefully studied. As time passes. the
collectivistic policy adopted by Chile will show
the way deterioration and abolition of private pro-
verty ends all kind of individual freedom.

Freedom of Expression

In the last instance, every individual freedom
devends on vrivate property. The individual free-
dom that is easiest to understand nowadays, that is
freedom of exvression, is also dependent on private
property: and this is so in spite of the thinking of
many people who consider the right to express ideas
freely is the fundamental one on which are based all
the other liberties of the individual. People who
think in this way argue that so long as one can ex-
press freely one's ideas it is always possible to
defend, in this manner, the other liberties of the
individual.

But in order to spread ideas by any of the modern
media many requisites are needed. If this is done
through the ovress, by means of books, radio, televi-
sion or any other form, some kind of investment must
be made. In the case of books or newsvapers, a
building is needed, some kind of machinery, various
raw materials, money to pay the wages of the people
who work for the newspapers or publishers, etc. In
the case of radio and television, many investments
must also be made in machinery, buildings, raw mate-
rials, wages, etc.

If independent thinking is to be transmitted
to the people through the aforementioned media, it
is impossible for these investments to be owned by
the government or the state. If the latter is the
case, the kind of thinking that is transmitted is
always that of those who govern.



In short, to preserve independent thinking
private property is fundamental. It is necessary
that all the investments required for free expression
be privately owned, otherwise the means to express
ideas will be used only to exvress the thinking of
the bureaucrats in the government.

Other Individual Liberties

If the aforementioned is the case when analyzing
freedom of expression, it becomes even clearer when
we consider the case of every other individual
liberty.

We cannot imagine freedom to contract, free-
dom to associate, freedom to work and even religious
freedom without private property.

When putting into practice any of these special
kinds of individual liberties some property must be
owned. In the case of a contract, where somebody
is selling his services or his work, he is the own-
er of those services and that work, and ‘the salary
obtained in exchange for same also becomes the pro-
perty of the person who has earned it. In the case
of religious freedom it has been denied that private
property is renuired to put it into practice. How-
ever, if apparently one does not need to own any-
thing to pray, one must be the owner of the time
dedicated to prayer. And if we wish to pray in the
way people generally pray, then somebody must own
the 1and where the church is to be built, and many
expenses must be paid in order to maintain this re-
ligious culture.

Needless to say, if the land, buildings and
money dedicated to religious culture is not owned
privately - the state being the owner - the religion
that will be practiced will be the religion of the
state, and this is not religious freedom. As the
government has no resources other than the taxes
collected, this means that many tax-payers who pro-
fess a religion different to that of the government
will be paying for the culture of a relig1on that
is not their own.
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Power Tends to Expand

Always governments tend to expand their power
at the expense of individual freedom. Long ago Lord
Acton very correctly said: "Power corrupts and abso-
lute power corrupts absolutely.*"

In fact, it goes without saying that corruption
bred by power appears when power is outbounded. But
extralimitation of power is something inherent to
all kinds of government at every moment of history.

On this subject Professor von Mises, in his
book "The Free and Prosperous Commonwealth" remarks,
referring to the relevance of private property and
the general tendency of all governments to hamper
this basic social institution: "In this sense, it
has even been called the fundamental prerequisite
for the development of the individual. But it is
only with many reservations that the latter formu-
lation can be considered acceptable, because the
cugstomary opposition between individual and collec-
tivity, between individualistic and collective
ideas and aims, or even between individualistic
and universalistic science, is an empty shibboleth.

"Thus, there has never been a political power
that voluntarily desisted from impeding the free
development and operation of the institution of
private ownership of the means of production.
Governments tolerate private property when they
are compelled to- do so, but they do not acknowledge
it voluntarily in recognition of its necessity.

Even liberal politicians on gaining power, have
usually relegated their liberal principles more

or less to the background. The tendency to impose
oppressive restraints on private property, to abu-
se political power, and to refuse to respect or re-
cognize any free sphere outside or beyond the domi-
nion of the state is too deeply ingrained in the
mentality of those who control the governmental appa-
ratus of compulsion and coercion for them ever to be
able to resist it voluntarily. A liberal government
is a 'contraditio in adjecto'. Governmentsmust be
forced into adopting liberalism by the power of

the unanimous opinion of the people: that they
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could voluntarily become liberal is not to be ex-
pected.

"Tt is easy to understand what would constrain
rulers to recognize the proverty rights of their
subjectsin a society composed exclusively of farmers
2411 of whom were equslly rich. In suech a social
order, every attemot to abridge the right to pro-
verty would immediately meet with the resistance
of 2 united front of all subjects against the
government and thus bring about the latter's fall.
The situation is essentially different, however,
in a society in which there is not only agricultu-
ral but also industrial production, and especially
where there are big business enterprises involving
large-scale investments in industry, mining and
trade. In such a society it is quite possible for
those in control of the government to take action
against private property. In fact, politically
there is nothing more advantageous for a govern-
ment than an attack on property rights, for it is
always an easy matter to incite the magses against
the owners of land and capital. From time imme-
morial, therefore, it has been the idea of z2ll
absolute monarchs, of all despots and tyrants to
ally themselves with the 'people' against the pro-
pertied classes. The Second Empire of Louis
Napoleon was not the only regime to be founded on
the principle of Ceasarism. The Prussian authori-
tarian state of the Hohenzollerns also took up
the idea, introduced by Lassalle into German noli-
tics during the Prussian constitutional struggle,
of winning the masses of workers to the battle
againgt the liberal bourgeoisie by means of a
policy of etatism and interventionism. This
was the basic principle of the ‘'social monarchy!
80 highly extolled by Schmoller and his school."

Private Property Needs to be Defended

In these troubled times, when most of the peopnle
are dissatisfied, and many are demanding changes,
it is more important than ever to find the real
ggndamental root of the present decay of civiliza-
on.
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Professor Ludwig von Mises has been preaching
for 2 long time the right ideas for a prosperous
social order. He has been forecasting all the
troubles that mankind is experiencing nowadays. He
has been explaining clearly the dangers of govern-
ment intervention, of nationalism, of protectionism,
of inflation, of socialism and collectivism, all of
which policies deteriorate private property and are
contrary to the classical liberal capitalism which
made vogsible the greatness of Western civilization.

As all the wrong policies are based on deterio-
ration of private proverty, the most important task
of our times is to proverly defend this fundamental
social institution.
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Technological Progress and Social Resistance

Guillermo Walter Klein

1. Introduction

Ranke's dictum that history should picture the past "wie
es eigentlich gewesen" one may paraphrase saying that we
should try to understand the present “wie es eigentlich ist" —
as it actually is. It is fitting, I think, on the occasion of our
revered and beloved Jubilar's ninetieth birthday to stop and
look around in order to do just that. Such has been the un-
waveringly maintained attitude of Professor von Mises, and to
recognize that it is also the motor of advancing human thought
in general does not detract a whit from the lasting value and
brilliance of his work, but ranks him among the gfeat thinkers
of the West.

Alas, this stock taking will perforce be subjective. The
present writer in his youth has been lastingly influenced by
Max Weber, whose endeavour at an analysis of human socie-
ties based on "understanding” and devoid of value judgements
has seemed to him the very aim of social studies. But an aim
never quite to be reached. Man's perception is limited by his
times and circumstance — "we don't see but what we know,"
as Goethe said. The choice of the factors considered to be
relevant assumes already decisions based on personal prefer-
ences. There is no thinker of the past whose ideas do not look
to us as coloured by the values he and his times took for grant-
ed. It is unlikely that what we think and say today will not
look to our posterity as carrying the same mark. Our view of
the world perforce will be our view. What has distinguished
the lasting thinkers has been their effort and success in keep-
ing their eyes at horizon level and their consciousness of the
dependence of that level upon the viewer§ emplacement, which
has saved them of the grosser distortions of mere foreground
view,
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The present trend of a purely quantitative approach to
economics, the jolting jargon of coniemporary sociology, often
simply due to clumsy translation of current foreign idioms,
hardly digestible to those of us who still believe in etyle (and
how excellent a stylist Professor von Mises is!) are in their
way no doubt efforts to ban value judgments from the area of
scientific thought, but alas how inadequate, bookish, emptied
of reality the picture or model becomes, yet still failing in the
intended exclusion of value judgments which, surreptitiously
or openly, pitch their tents within the field staked out by those
pallisades of dry and thorny abstractions.

One of the attainments of our Jubilar making of him a
teacher of whom there will be always very much to be learned,
is the skill and penetration with which he has always kept
abstract thinking in direct communication with the multiform
substance of life,

The following reflections on "development," mostly
deriving from personal experience, will avoid abstractions and
owing to space limit even statistics. They do not pretend to
be exhaustive, not even perhaps well balanced. But I believe
they point to factors which have some relevance.

2, Outstanding Features of the Present Scene

In taking stock of the present scene, this writer believes
to perceive the following outstanding features: (a) an ever
accelerating increase of the technical capacity of mankind or
at least some important sectors of mankind; (b) concomitant
accelerating changes of the modes of cooperation and relations
among individuals,and their aggregation, in short, what I
should like to call the texture of society; (c) a cumulative in-
crease and crowding of world population; (d) a variety of
negative reactions or defensive attitudes or blocking mechan-
isms, apparently intended to, or anyhow effective in, warding
off these accelerating changes; (e) a spread of compulsive
political systems, communist or otherwise collectivist, and
the consequent authoritarian government interference with what
was up to then private activity. These five features seem to
me closely interlocking.
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3. Amplification of Technology

The present expansion of technology seems to have no
parallel during any earlier period. To give this assertion more
weight than that of a phrase, one would like to have a standard
by which to measure quantitatively technological advance. 1
don't know whether any such standard exists, but there is
enough material available to construct indices allowing to com-
pare the technological advance per time unit of different ages.
The power of energy capable of controlled release; the distances
that man may cover; the velocity he may transmit to objects,
including himself; the smallness and bigness of phenomena
which may be subjected to observation; the speed of calculation;
the range of life expectancy; the volume and chemical content of
materials for use and consumption per man/time unit; the indivi-
dual time and physical effort required to sustain human life and
many other measurable factors could serve to assemble such a
yardstick.

Technological advance appears to be almost synonymous
with expanded and intensified division of labour, as has been
stressed, since Adam Smith, by all great economists, Professor
von Mises not the least of them. ‘

4., Changes in Personal and Social Textures

It is widely recognized that accelerating change and the
expanding range of the division of labour seem to segregate each
individual from the smaller human units in which he was and
still is imbedded, changing the pattern of his emotional attach-~
ment to persons and activities. A much greater mobility is
required of him, a readiness to change his dwelling place,
profession and proficiency, to fit into new teams, since any
activity he might have chosen may become obsolete overnight.
Stability of position is less assured, whilst new ways of insur-
ing against the risks of change are developing. A process of
simultaneous weakening and accenting individuality is underway.
People are becoming more exchangeable, more uniform, but are
also offered a wider choice of differentiating knowledge, inter-
ests, pastimes and socially neutral values. Being diminutive
cogs in an enormous, unified economy, they may feel more
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impotent despite augmented available means. They may realize
more clearly than in earlier times that they depend upon the
cooperation of hundreds of millions of unknown fellow men and
the decision of millions of leaders.

Change has become a value in itself in the most advanced
societies. Otherwise it could not go on at the pace it does, It
is assumed that change assures greater flexibility, adaptability
and opportunity. It is also commonly still assumed that in the
end conditions will be the better, not the worse for change.
However, change may evidently be for the worse. Or it may be
for the better in some and for the worse in some other measure
or period. And it will often be impossible to balance the long
term pros and cons, as that would require the gift of prophecy.

5. Ecological Ravage and Human Proliferation

Ecological deterioration as counterpart of an ever growing
supply of commodities is notably the change for the worse of
which people in the advanced countries are most aware. Such
deterioration seems to have happened often in the past in con-
nection with technological advance.

In the less advanced societies the change for the worse
most in view is probably unchecked human proliferation. Again
the same effect, if on a smaller scale, seems to have accom-
panied past technological advance, although the progressive
rather than the arrested societies may have turned out to become
more prolific in the past.

Ecological ravage and human proliferation may be inter-
related.

This proposition sounds somewhat paradoxical, since
population growth supposes improved living conditions and a
larger population may, although does not have to, intensifythe
division of labour and with it its efficiency. Biology teaches
us that crisis in the life of species are sometimes preceded by
abnormal proliferation, it being uncertain in which direction
the causal sequence runs. Whatever else man may be, he is
definitely a biological phenomenon. This outlook we are
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inclined to neglect, feeling ourselves lords of the creation, free
in our individual decisions, prompted by our ideas rather than by
external circumstance, capable of keeping the species on a safe
course, either by the reasoned decision of the many or the rea-
son and force of the few.

Recent times have witnessed an enormously increased
general welfare within the advanced societies, engendering
endeavours to help the less advanced ones to create a compar-
able welfare in their midst. Their population increase has often
frustrated the intent. More than anything else, this has awak-
ened man to the menace implicit in the trend.

Does this force us to give up our confidence in the free
decisions of the many? By no means. No doubt, individuals
may show inclinations which seem at variance with the interest
of the species, Conversely individuals are moved by natural
drives which do not answer to the individual interest in its
narrowest sense. But this is precisely a decisive argument for
relying on the working of individual decisions. The gregarious
instincts, the sex drive, the care for the offspring, tend to
preserve the life of the species, the cohesion of human group-
ings and in the end also the needs of the individuals.

6. Homeostatic Population Regulation

Zoologists have found that members of animal species
living in a state of nature follow behaviour patterns which keep
their population within bounds. Yet where external influences
destroy the balance of the state of nature to which the species
or group has adapted, these checks will fail and need to be
replaced by new checks in accordance with the altered condi-
tions, to be developed through time consuming learning or
natural selection. If the restoration of a state of nature is
continuously disturbed such readaptation may also fail.

It is said that the sacred cows in India reduce the natu-
ral resources available to the human population of that nation.
If this bovine population were, in addition, cared for by
modern veterinary methods and fed enriched, balanced food,
it is likely that their numbers would grow out of all proportion
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and in the end metaphorically eat up their human hosts. Only
the ensuing hardships could reactivate behaviour patterns tend-
ing to equate population to available resources.

Modern procedures extending human life expectancy are
the achievement of societies which after expanding while they
found suitable empty expanses on the globe, have since
spontaneously checked proliferation. Sanitary, medical and
nutritional improvements, occupation of new territory and sub-
sequent arrested population growth thus appear as reciprocally
balancing behaviours and societies conducting themselves in
this way may be supposed to be living in their "state of nature."
But when the improvements are introduced to societies still
proliferating in response to the heavy toll taken from them by
natural enemies the sudden disappearance of these through
none of their doing will disturb their state of nature and throw
them off balance. The development of attitudes equating popu-
lation to resources are likely to take alonger time and entail
suffering as the momentum of previous population growth will
mechanically continue for a while after the new restrictive
attitudes have already been developed.

If the rate of change accelerated indefinitely, e.g. if
average human life extended successively to one-, two-, four-
hundred years, adaptation may fail altogether because of being
repeatedly interrupted; or it would have to proceed on a level
unknown today, in accordance with such a new dimension of
change.

7. Cultural Population Regulation

Not only natural tendencies are active in this field, but
also cultural traditions, religious teachings, psychological
reactions and historical experience. Under their influence,
governments may try to sustain or provoke population trends,
as the Romans did and contemporary France. Such policies
may be pursued by legislation or by suasion or may be the out-
come of simple, unarticulated feelings prevalent in a society.
I shall take up this point later,
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8. Differing Commitments to Change in Advanced Societies

Although change per se as exponent of social liveliness
appears to have been raised to the dignity of a value, different
sectors may find that change only merits such promotion if it
moves in a given direction. Cleavages may thus result among
different groups in a changing society. In America a few years
ago the meaning of change was taken to be technological ad-
vance and intensified division of labour and its social reflec-
tion a homogenized, internally rather unstructured national
community, containing little or not very solid sub-groups. At
present many younger people in America seem to have turned
away from the first part of that understanding of desired change,
but seem still committed to the second part, its social counter-
part, moving also towards the breaking up of the smaller social
units, among which the unicellular family. Thus also the
dissenting movement in America is apparently not directed
against change as such. Nevertheless, it is an important shift
the significance of which is not yet quite clear. Intergenera-
tional revolt has been common during the last two centuries but
whether its meaning was similar to the present movement is not
easy to decide. No comparable eruptions are yet discernible
in Europe, perhaps because industrial Europe is“still in transi-
tion, hesitating whether to move into the forefront of techno-
logical advance.

9. Confused Reactions in Less Advanced Societies

Continued rapid change for change's sake may not be
easily accepted in firmly textured "older" societies., It is per-
haps useful first to clarify that where there are antagonistic
social layers, there may be strong currents in pursuit of
"structural” change, meaning the unseating of social groups in
control of social power. This may also prompt intergenerational
confrontation, But it has little to do with "textural" change as
I tried to describe it in section 4 and with which I shall be at
present concerned,

In the older type societies one may observe revealing

contradictions between declared aims and rejected means. Pro-
gress achieved, sometimes called "modernization," conceived
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as a final stage of plenty and power, is much coveted. But
progress as a never ending process requiring certain conditions
and producing certain effects, is much less desired. The in-
evitable changes in the social texture (dissolution of emotional
bonds within smaller groupings) are ‘strongly rejected by many,
while changes in the stratification and distribution of social
power may be welcomed in different ways by different members.
The role of an expanding, flexible, increasingly subtle, disci-
plined and precise division and recombination of labour is
seldom understood. The indispensable conditions: continued
retraining, the application of considerable capital per man, the
scope to be given to managerial skill, the merging of the econ-
omy into larger units to warrant such division of labour are not
often recognized. And even if they are, persuasion is too weak
to overcome a particularism called "nationalism” born from
apprehension of“losing economic independence" or being "sub-
jected to exploitation," terms which seldom correspond to
something real but cover the unwillingness of being contam-
inated with social textures resented as alien and destructive
of national idenity. It is resistance against this change of
social aggregation, much more than any existing power struc-
ture, that stands in the way of successful technological
advance.

10. Some Differences Among Older Type Societies

Tremendous differences separate the older type societies
and the ways in which they react differ accordingly. Very
schematically we may distinguish between (1) the very archaic
societies, such as the Andean Indians and the Sub-Saharan
black Africans; (2) the nations which remember having been
once cultural leaders, as the Arabs and the populations of the
northern shores of the Mediterranean; (3) the old and highly
cultivated societies which developed on lines differing from
those followed by the West, not less subtle but less efficient,
established in Taiwan, South Korea and not so long ago Japan.
I leave out the huge bodies of India (far from hamogeneous),
China (in the course of transformations which nobody can yet
tell where they may lead) and Eastern Europe (a heterodox pro-
vince of the West).
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11, The Learners

The East Asian societies went into the process of adapt-
ing to Western technology with enormous zeal and initiative,
leaving little to chance transference through trade and other
contacts. Keeping abreast of events, Japan has joined the
technologically most advanced group of nations, as to the
range and quality of its production, organizational talent and
arrested proliferation, yet still maintaining tradition bound
smaller groupings within its society, including relics of the
wider family and a unicellular family of a texture somewhat
different from the Western forms. South Korea and Taiwan
seem to follow a related pattern. One might venture the hypo-
thesis, that the members of these societies, conceiving them-
selves traditionally as learners from more advanced alien
cultures — originally the Chinese — have developed techni-
ques which allow them to absorb other societies’ superior
achievements up to clearly defined self-set limits, without
attaching any stigma to this adaptation nor hurt to national
self-esteem. The maintenance of traditions considered of
value may require of them extra toil but affords the advantage
of a richer assortment of cultural elements.

Few societies have the stamina, cohesion, initiative
and discipline of the Japanese and their example will not be
easy for others to follow. They were additionally favoured by
factors which may not recur elsewhere: their highly developed
crafts; their not too depressed living standards; their produc-
tive surplus formerly used to embellish life and now available
for capital accumulation; the size of their society allowing for
organized division of labour on the appropriate scale; the poli-
cies of free trade and enterprise prevailing at the time, allow-
ing them to organize a fruitful industrial and financial coordin-
ation of labour beyond the national frontiers; a social texture
still prevailing throughout the world but especially at home,
thanks to which social leadership was heeded with deep res~
pect. Japanese adaptation to modern technology did not avoid
the particularistic reactions mentioned in section 9, but they
did not obstruct technological advance, owing to exceptionally
helpful external and internal factors.
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12. The Former Teachers

At the opposite pole stand those societies whose tradi-
tions see them as teachers of mankind. The Arabs, propaga-
tors of a creed born in their midst, have been also cultural
leaders after a brief and probably popular forgotten period of
assimilation of Greek, Latin and Persian thought. These
traditions, more than a thousand years of almost uninterrupted
war with the peoples of the West, an advance arrested by a
number of unfavourable circumstances, the rigidity of a relig-
ious legal system regqulating in unchangeable script down to
minute details of their social organization and everyday behav-
iour, seem to make it particularly odious to them to seek
progress in assimilating not so much alien techniques as the
changes in social textures and behaviour that go with them.
The conflict between their craving the fruits of progress and
the psychological obstacles that make the process so hazar-
dous may go far to explain the restlessness of their societies.

The nations of southern Europe, Greeks, Italians,
Spaniards, have also been teachers of mankind and especially
of the peoples of the North. Seeing themselves demoted to
pupils of their former pupils has laid the ground for resent-
ments, sharpened by religious schism: East-West and South-
North. Particularly Reformation and Counter-Reformation have
consolidated differences in rules of behaviour and family tex-
tures that were for long periods sources of reciprocal antipathy.
However, historical developments have allayed most of these
sentiments, which at present seem to have disappeared alto-
gether in Europe, although the strong southern leftist move-
ments, not exactly duplicated in the North, may be obliquely
derived from the same tensions. But these secular resentments
continue in Latin America in accordance with the oft observed
phenomenon that fashions and passions survive in the outlaying
provinces of a cultural area well after they have disappeared at
the Centre.

13. The Technological Gap and the Archaic Societies

The technological gap between America and the rest of
the world is real. Most conscious of it are other industrial
countries as may be seen by the many European publications
dealing with it. Here the gap is narrow, but the industrial
countries know what they are concerned about. Between the
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industrial countries and other less advanced societies the gap
is much wider and the understanding of its nature is correspond-
ingly less. Its breadth is enormous as related to the archaic
societies and misconceptions or simple ignorance are equally
conspicuous. If superior technology has always consisted in
superior knowledge and the disposal of tools multiplying the
capacity of human limbs and facilitating the deployment of
human thought, it now means the command of procedures coor-
dinating and pooling the thought, research and material effort

of untold numbers not of any people but persons intellectually
and behaviourly trained to act efficiently in such a vast
assemblage. A gathering of disjointed masses will not do.

The members of archaic societies, organized as they always are
in very small units, cannot even conceive what it is about. The
gap is not unbridgeable but supposes such a deep transformation
of less advanced and particularly the archaic societies that no-
body can tell when and how it may happen.

14, Different Archaic Societies

Archaic societies may be more or less willing and more
or less able to undergo such change. South Saharan black
Africans have commonly been under colonial rulé for less than
a century. Although it might have hurt self-esteem, especially
of the large ethnic units, colonial rule has almost always im-
proved personal safety, health (except where security favoured
the propagation of diseases), economic prosperity and opportun-
ities of education. The colonial powers had outgrown religious
and social fanaticism, had no stake in destroying the social
systems under which Africans lived and proscribed only customs
at extreme variance with European feelings, as human sacrifice.
Africans are not overly fertile and continued being plagued by
tropical diseases and high mortality rates. The slave trade of
preceding centuries would not have been possible without Afri-
can tribes and potentates providing the commodity. European
traders only contributed the market and transport. Therefore,
Africans on the whole did not develop strong resentments
against the former colonizers nor is their attachment to their
own social system overly charged with conservative emotion.
Owing to high mortality rates, their desire for progeny is strong
but might yield with improvement of health. Africans in general
would probably not put up emotional resistance against inte-
grating closer than at present into a modern economic system
led by industrial nations.

24



Very different is the attitude of the South American Indi-
ans. Their clash with Spaniards left a deep and lasting trauma.
According to the spirit of the times, Spanish rule lacked all
those features which made colonialism in Africa bearable and
in many ways beneficial. In the cdurse of history the contact
of societies separated by a very wide technological gradient has
often lead to the destruction of the backward society by war,
disruptive enslavement, diseases, discouragement, confine-
ment into habitats barely permitting survival and miscegenation.
Up to modern times this has been the lot of most of the smaller
backward ethnic groups. What has preserved the Andean Indi-
ans has been their number which, though it greatly shrunk in
early colonial centuries, recovered later. It is in this light
that some violent reactions against family planning, encouraged
alike by the catholic clergy and Marxist catechists must be
seen and understood.

The Spanish attempt at destroying paganism would, if
successful, have dissolved the Amerindian value system and
with it indigenous society itself, since shared values are the
cement without which associations fall asunder. It is in
connection with that danger that the resistance of Andean
Indians to fundamental change in their style of life has to be
seen and understood. Having been cut off for so long from the
main body of mankind and its cultural evolution, it is likely
that American Indians had a comparatively poor training in con-
ceptualization and analytical faculty, the growth of which one
may suppose to accompany the use and improvement of mech-
anical devices. Feeling themselves thus doubly handicapped,
they did not attempt to discover the sources of their conquer-
ors' superior power, but withdrew into a deliberate attitude of
mental torpor vis-a-vis the foreigners' ways, ignoring as much
thereof as possible and only taking over what was forced on
them or had to be shown in order to avoid repression. Within
this hull of apparent stolid indifference, they continued their
traditional life in extreme poverty in their small communities,
unable to develop a social solidarity embracing larger social
units, Periodically desperation drove them to revolt against
the oppressors. This role of oppressor, as though one of those
devil masks used in their colourful pantomimes, has been fitted,
with changing control of power over land and mines and suitable
indoctrination, to successive different impersonators: origin-
ally the Spaniards, then the local upper classes, it has been
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passed on to the Americans and lately, in a curious re-edition
of the Chinese Cultural Revolution, to the administrators and
technicians of State owned mines or cooperativized former
private exploitations, irrespective of whether the impersonators
had actually committed any acts of oppression.

15. The Latin American Plight

Citizens of Latin American countries enclosing substan-
tial bodies of Andean Indians are confronted with a double
problem: to steer the western minded sector — often a minority,
always a small number — into the stream of technological ad-
vance through the rapids of changing social texture and to
modernize, and finally merge with, their archaic sector, a pro-
cess even more beset with uncertainties which no society as
yet has succeeded in carrying through. Casting members of the
industrial societies into the role of the oppressors, in which
large sectors of the western minded fraction concur or acqui-
esce, may be seen as an instinctive attempt at giving both
social bodies a common stand.

That oppression and expolitation are compulsive ingred-
ients of thought in societies where vast social bodies have
been subjected to them for centuries, is understandable. But
only few Latin American countries contain archaic societies,
whilst the obsession is shared by all, whether more advanced
or backward. It may be a common feature of societies who
have experienced prolongued foreign unenlightened rule. Latin
American emancipation was a reaction against a greedy and
narrow minded metropolitan mercantilism, hostile to colonial
economic development, and characteristically occured as this
policy had softened its grip. Periodically a nightmare surfaces,
of fears of being exploited by foreign powers whose nationals
have placed capital in the country in order to render technical
services, benefit natural resources or establish industries; of
being victimized by big corporations; of having their way barred
towards domestic technological advancement; to lose control
over the national destiny; in short of becoming a colony again.
As mentioned in sections 9 and 12, this syndrome may be under-
stood as nonacceptance of changing textures in social agglutin-
ation felt as a loss of.national identity. It is often reinforced
by reminiscences of historical South-North antipathies and
affords the solace of a good hearty hatred.
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16. The Role Assigned to the State

This syndrome works as an effective blocking mechanism.
It obstructs the social changes normally associated with modern
technological advance and fetters the most enterprising members
of the nation (in Japan the artificers of development), branding
them as pawns of foreign exploiters if not exploiters in their
own right, It hinders foreign investment, indispensable when
local capital is short and deters local private investment,
since where foreign investment is not secure, local investment
is less so. This calls in the State since where foreign and
local capital is frightened away, there remains only the re-
course to compulsive accumulation of funds by the public purse
either for direct investment or the repayment of loans.

But the State is called in for other reasons still. Techno-
logical advance is seen as a limited military campaign and not
as an unlimitable development of new forms of work on a vaster
cooperative scale. The campaign is intended to "seize" an all
round technology ("economic independence") and perhaps to
shield it, up to the mythical point of "take off into self-sus-
tained growth," without having to enlarge the society to the
needed size nor to give it the needed mobility. As thisrequires
somebody to utter an unanswerable fiat, it is but natural to put
the task in the hands of the public, particularly the military
authorities.

17, The Task of Perceiving Reality

These strategies will have to be judged by their results.
As they reject available capital, ignore economies of scale and
labour mobility, encourage indiscipline, shake business mo-
rale by repudiating contractual obligations, neglect natural
selection of leaders, it will be surprising indeed if they should
succeed. But they may be pursued almost indefinitely because
of the provident creation of scapegoats. Xenophobia may be
used without any sign of wear and tear in putting the blame for
failures at the door of foreigners over and over again.
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One meets often the opinion that extremist leanings in
less advanced nations are prompted by poverty and that more
generous aid and a faster growth of effective (and not only
statistical) per capita income will revert these inclinations,
If exceptionally that may hold true, more often it will prove
fallacious. A faster growth will generally speed up social
transformation through dislocation and increased tensions.

However these lines do not propose to discourage aid.
They intend to show the working of factors which, although far
from unknown, are not always given the attention this writer
believes they deserve as elements of reality. Man is more
influenced by his ideas and wishes than by facts. He will look
at reality through the grid of his mental constructs, convinced
that the world is articulated as shown by the grid. Only
through doubt, raised by occasionally discernible discrepancies
between grid and fact can one come to grips with reality. And
only when a sufficient number of members of different societies
have grown conscious of what is reality and what is fancy and
are prepared to act in accordance, can one hope that through
their mutual understanding will their efforts at improving human
conditions turn effective.

4
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Principles or Expediency?

F. A. von Hayek

1. A condition of liberty in which all are allowed to
use their own knowledge for their own purposes, restrained
only by rules of just conduct of universal application, is
likely to produce for them the best conditions for achieving
their respective aims. Such a system is likely to be
achieved and maintained only if all authority, including
that of the majority of the people, is limited in the exer-
cise of coercive power by general principles to which the
community has committed itself, Individual freedom, wherever
it has existed, has been largely the product of a prevailing
respect for such principles which, however, have never been
fully articulated in constitutional documents, Freedom has
been preserved for prolonged periods because such principles,
vaguely and dimly perceived, have governed public opiniomn.
The institutions by which the countries of the Western World
have attempted to protect individual freedom against progres-
sive encroachment by govermment have always proved inadequate
when transferred to conditions where such traditions did not
prevail. And they have not provided sufficient protection
against the effects of new desires which even among the
peoples of the West now often loom larger than the older
conceptions -- conceptions that made possible the periods of
freedom when these peoples gained their present positionms.

I will not attempt here a fuller definition of the term
"freedom" or enlarge upon why we regard freedom as so
important., That I have attempted elsewhere, But a few words
should be said about why I prefer the short formula by which
I have above described the condition of freedom as a state in
which each can use his knowledge for his own purposes to the
classical phrase of Adam Smith of "every man, so long as he
does not violate the laws of justice, [being] left perfectly
free to pursue his own interests in his own way." The reason
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