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Separating Economy 
and State
by Jacob G. Hornberger

Throughout history, govern
ments have controlled and 
regulated economic activity 

and monetary affairs. It has been 
generally accepted that such control 
and regulation are among the es
sential functions of government. 
The notion has always been that 
without government control and 
regulation of the economy and 
money, there would be economic 
and monetary chaos and disorder 
that would cause suffering for ev
eryone, especially the poor.

It was once that way with reli
gion. Throughout history, govern
ment has been involved, in one way 
or another, with religious activity. 
The American people rejected all 
that with the enactment of the First 
Amendment, which expressly for
bade Congress involved itself in re

ligious activity. Later, the Four
teenth Amendment was interpreted 
to operate as a bar to state involve
ment in religion. The principle is 
commonly known as the separation 
of church and state, which is widely 
accepted among Americans as a 
bedrock principle of a free society.

We should take the principle of 
separating church and state and ap
ply it to economic and monetary 
activity. 

Employing the phrasing of the 
First and Fourteenth Amendments, 
I propose the following three 
amendments to the U.S. Constitu
tion: 

No law shall be enacted by ei
ther the federal government 
or the state governments re
specting freedom of trade or 
economic activity or abridg
ing the free exercise thereof.

No law shall be enacted by 
either the federal government 
or the state governments re
specting the establishment, 
control, or regulation, of 
money.

Neither the federal nor the 
state governments shall im
pose any tax on income.

What I am proposing, in other 
words, is a genuine and total free
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enterprise system — that is, one in 
which all economic and monetary 
enterprise is entirely free of control, 
regulation, and taxation by all levels 
of government, federal, state, and 
local, just as all religious enterprise 
is free of government control, regu
lation, and taxation.

Just think: No more debates over 
the IRS Code or the types of deduc
tions people are permitted to take. 
No more rushing to the post office 
to meet the IRS deadline. No more 
need to file incometax returns. No 
more IRS. People would be free to 
keep everything they earn no matter 
how much government officials 
want to seize part of it. Whenever 
the federal government or some 
state or local government tried to 
seize part of people’s income, people 
could sue in federal or state court 
seeking an injunction against the 
tax, just as church officials are able 
to do if some governmental unit 
imposes a tax on churches.

Naturally, some would find such 
a proposal to be radical. But that’s 
only because they have been born 
and raised under a different type of 
system and thus find it difficult to 
conceive of an economic and mon
etary system that is completely  
different from the one to which 
they are accustomed. Undoubtedly 
there were some who felt the same 

way when some people proposed 
the radical idea of separating 
church and state with the First 
Amendment. 

People would be free to keep 
everything they earn no matter 
how much government officials 

want to seize part of it.

Moreover, while the idea is radi
cal compared with the economic 
and monetary systems in which 
Americans are living today, it isn’t 
radical compared with the econom
ic and monetary systems in which 
our American ancestors lived. Don’t 
forget, after all, that the U.S. gov
ernment under which they lived for 
more than 100 years was one based 
on no taxation on income, no occu
pationallicensure laws, few eco
nomic regulations (especially at the 
federal level), no Federal Reserve 
System, no paper (i.e., fiat) money, 
and no immigration controls.

Thus, our American ancestors 
would certainly not have consid
ered such a proposal to be radical, 
given that it pretty much encapsu
lates the economic and monetary 
principles and philosophy to which 
they subscribed. They would find 
the economic and monetary sys
tems under which Americans living 
today to be radical.
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People would be free to keep ev
erything they earned and decide for 
themselves what to do with it. Ide
ally, the first two amendments 
would be combined with amend
ments providing for a separation of 
charity and the state and health care 
and the state. (See my article in the 
May 2017 issue of Future of Free-
dom, “Separating Charity and 
Health Care from the State.”)

Natural harmony

There are two keys to economic 
prosperity and rising standards of 
living: increases in productivity and 
trade.

Increases in productivity mean 
that more goods and services hit 
the market, bringing about lower 
prices, thereby enabling people to 
improve their personal economic 
wellbeing at a lower cost. 

How do people become more 
productive? By using tools and 
equipment. To take a simple exam
ple, suppose workers on a farm us
ing hoes are able to produce 1,000 
bushels of wheat a year. After five 
years, the farmer goes out and buys 
a tractor. Suddenly, the farm work
ers are producing 10,000 bushels of 
wheat a year. 

That increase in wheat produc
tion obviously benefits the farmer. 
His revenues and profits have 

soared. It also benefits consumers 
because they now have greater 
quantities of lowerpriced wheat to 
purchase in the stores. It also bene
fits the workers through higher pay 
rates. How can we be sure that the 
employer will use part of the pro
ceeds to raise the pay of the work
ers? Through competition. Other 
farms and other businesses will hire 
away workers with the increased 
revenues that they are taking in 
from increases in productivity in 
their lines of work.

There are two keys to economic 
prosperity and rising standards 

of living: increases in 
productivity and trade.

Where does the farmer get the 
money to buy the tractor? Through 
savings. Since he is able to keep ev
erything he earns, he is able to set 
aside a certain portion of his in
come as savings. He uses his savings 
to buy the tractor. What happens if 
the farmer has saved only $15,000 
and the tractor costs $25,000? He 
can go to the bank and borrow the 
difference, promising to repay the 
loan with interest. But where does 
the bank get the money to lend to 
him? From the savings of workers. 
Since they too are able to keep ev
erything they earn, they save a per
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centage of their income and deposit 
it in the banks, thereby providing 
the bank with the funds that the 
farmer borrows to buy the tractor, 
which makes his workers more pro
ductive.

Domestically the United States 
became the largest  

free-enterprise and free-trade 
zone in history. 

Thus, there is a natural harmony 
that develops in a genuine free
market society. Everyone benefits 
from increases in productivity.

People also benefit from trade. 
Whenever two people enter into a 
trade, they both benefit from their 
own individual perspective. That’s 
because they both are giving up 
something they value less to get 
something they value more. 

Consider, for example, a farmer 
who has 100 apples and another 
farmer who has 100 oranges. They 
enter into a trade in which the apple 
farmer gives 90 apples to the orange 
farmer and receives in trade 10 or
anges. Is that an unfair trade? Of 
course not. From the personal, sub
jective standpoint of both farmers, 
it was a perfectly fair trade, one in 
which their standards of living went 
up at the moment of the trade. 
That’s because they both gave up 

what they valued less and got some
thing they valued more.

The corollary to these principles 
becomes obvious: To the extent that 
government takes people’s income 
from them or interferes with their 
freedom to trade, it is destroying or 
damaging the ability of people to 
improve their standard of living.

It is freedom of enterprise and 
freedom of trade that explain the 
tremendous rise in the standard of 
living of the American people 
throughout the 19th century. While 
there were tariffs on imported 
goods, which, of course, damaged 
people’s ability to improve their 
lives, domestically the United States 
became the largest freeenterprise 
and freetrade zone in history. Peo
ple all across the United States were 
free to engage in trades with people 
in other states and free to keep ev
erything they earned, without fed
eral or state interference, control, or 
regulation.

Fleeing poverty 

While many university profes
sors teach that this period of time, 
which is known as the Industrial 
Revolution, was enormously dam
aging for the poor, nothing could be 
further from the truth. In fact, our 
American ancestors, wittingly or 
not, came up with the solution to 
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the ageold problem of poverty. 
People had remained mired in pov
erty throughout the ages precisely 
because governments had con
trolled and regulated economic ac
tivity and taxed people’s income. 
The Americans showed that when 
government is prohibited from do
ing those things, economic pros
perity and standards of living soar, 
especially for the poor, many of 
whom actually become wealthy.

Where the university professors 
go wrong is in comparing econom
ic conditions in the 19th century 
with economic conditions today. 
The accurate comparison is with 
economic conditions that preceded 
the 19th century, when life for most 
people was miserable and short. 
The Industrial Revolution gave the 
poor a chance to survive and, even 
better, to prosper. Certainly, cir
cumstances were difficult, since 
poverty had been the normal con
dition for mankind throughout his
tory. When people have next to 
nothing and are barely surviving, 
there is very little savings that are 
being accumulated and being put 
into productive capital. What hap
pened in 19thcentury America 
was that people were gradually, 
generation after generation, saving 
money that was being converted 
into capital, which made workers 

more productive and consumers 
better off and raised the overall 
standard of living of the American 
people. To a large extent, 20thcen
tury Americans, who unfortunately 
abandoned the freeenterprise eco
nomic system of their predecessors, 
nonetheless benefitted from the 
enormous base of productive capi
tal that 19thcentury Americans 
brought into existence.

In 19th-century America people 
were gradually, generation after 
generation, saving money, which 
was being converted into capital.

In fact, the best proof of how 
beneficial an incometax–free soci
ety and a freeenterprise system are 
to the poor was seen when thou
sands of penniless immigrants, 
many of whom couldn’t speak a 
word of English, began flooding 
American shores. They were fleeing 
societies in which governments 
strove to take care of people with 
welfare, and economic and mone
tary regulations, which were fund
ed by massive amounts of taxation. 
The resulting poverty of such a sys
tem motivated countless poor peo
ple to flee to America, where people 
were free to keep everything they 
earned and where government 
didn’t take care of people, either 
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with welfare (including Social Se
curity, Medicare, and Medicaid) or 
economic control and regulation.

Inflation

A separation of money and state 
would mean no governmental in
volvement whatsoever in monetary 
affairs. The Nobel Prizewinning 
economist Friedrich Hayek termed 
this idea the “denationalization of 
money.” It is a monetary system in 
which the free market — i.e., pro
ducers, consumers, investors, and 
traders — determines the nature 
and value of money.

One of the benefits of a free
market monetary system would be 
that government would no longer 
be able to tax people secretly 
through inflation. That’s how gov
ernments throughout history have 
taken people’s income and other as
sets whenever they were reluctant 
to antagonize them by raising taxes 
on their assets.

Many university professors and 
many in the mainstream media de
fine inflation as rising prices. They 
have it wrong. Inflation occurs 
when the government, which con
trols the supply of money, increases 
— i.e., inflates — the money supply 
by artificially expanding money 
and credit. The decreased value of 
the money — owing to increasing 

or inflating its supply — is reflected 
by the rising prices of the things 
that money buys. The rising prices 
reflect that people cannot buy as 
much with the same amount of 
money as they were able to before 
the government started inflating 
the money supply.

A separation of money and state 
would mean no governmental 

involvement whatsoever in 
monetary matters.

 Thus, the root of the problem is 
not rising prices, which are simply a 
sign of what the government is do
ing to people, but rather the fact 
that government is inflating the 
money supply, usually to finance 
everincreasing governmental ex
penditures. One of the most ex
treme examples of how government 
inflated the money supply occurred 
in Weimar Germany, when people 
were using wheelbarrows to cart 
large quantities of paper money 
into stores just to buy a loaf of 
bread.

Inflation was the real purpose of 
the Federal Reserve, an agency that 
came into existence in the early part 
of the 20th century. While its osten
sible purpose was to bring “stabili
ty” to America’s monetary system, 
it did the exact opposite. Becoming 
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the engine for taking people’s in
come and assets through inflation 
of the money supply, the Fed is the 
root of the chaos and crisis that has 
characterized America’s monetary 
system for the past hundred years.

The philosophy behind a sepa
ration of money and state was re
flected in America’s original mone
tary system, which was entirely 
different from the monetary system 
under which today’s Americans 
have been born and raised. When 
the Constitution called the federal 
government into existence, the gov
ernment was not empowered to is
sue paper money. The Constitution 
also barred the states from emitting 
“bills of credit,” which was what pa
per money was called at that time.

For more than a hundred years, 
America’s official money consisted 
of gold coins, silver coins, and other 
coins made out of metals. While 
both the federal government and 
the state governments were permit
ted to borrow money through the 
issuance of bills and bonds, every
one understood that those were just 
promises to pay money (e.g., gold 
coins), not money itself.

While the gold standard wasn’t 
a freemarket monetary system, it 
did remove the ability of govern
ment officials to do what govern
ment officials had done throughout 

history — take people’s money and 
assets from them surreptitiously 
through inflation while, at the same 
time, blaming “rapacious” profi
teers and “price gougers” for raising 
their prices. Since the official mon
ey consisted of gold coins and silver 
coins, it was difficult for govern
ment to inflate the money supply, 
which they are easily able to do with 
a printing press when paper money 
is the official money.

One of the reasons government 
interference in money is so 

destructive is that it distorts the 
price system.

One of the reasons government 
interference in money is so destruc
tive is that it distorts the price sys
tem, which is the intricate way that 
people calculate in a free market. 
When government is inflating (or 
contracting) the money supply, it is 
warping and distorting the system 
by which people make their calcu
lations. 

That’s precisely what brought on 
the Great Depression. While many 
schoolteachers, university profes
sors, and media commentators 
teach people that “free enterprise” 
brought about the Great Depres
sion, nothing could be further from 
the truth. Instead, the cause was the 
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chaotic monetary policies that the 
Fed had initiated after it was created 
in 1913. Moreover, while the Great 
Depression could have been a tem
porary economic crisis, the change 
in the monetary system was made 
permanent. 

One of the fascinating aspects of 
the Great Depression is that it pro
vided the government with the ex
cuse for abandoning the goldcoin/
silvercoin monetary system estab
lished by the Constitution and 
adopting the papermoney stan
dard that we all know today. Yet the 
Constitution provides only three 
methods for amending the Consti
tution. Nonetheless, the Supreme 
Court essentially held that a crisis 
provides the government with the 
authority to amend the Constitu
tion, even though the Constitution 
doesn’t say that. 

Separating economy and mon
ey from the state would be the key 
to achieving an era of constantly 
rising economic prosperity and 

standards of living. But that isn’t the 
main reason for supporting this 
idea. The main reason for favoring 
it is economic liberty: freedom en
tails the right to engage in any eco
nomic activity so long as it is peace
ful. The right to freely engage in 
economic activity, to trade with 
others, and to accumulate the fruits 
of one’s earnings and decide what to 
do with them, without any govern
mental interference, is as much a 
part of freedom as whether or not 
to attend church or fund church ac
tivities. 

Jacob Hornberger is founder and 
president of The Future of Freedom 
Foundation.

NEXT MONTH: 
“The National-Security State 

and JFK, Part 1”  
by Jacob G. Hornberger



Future of Freedom 10 July 2017

How World War I 
Still Haunts America
by James Bovard

This year is the 100th anni
versary of Woodrow Wil
son’s pulling America into 

World War I. Many people celebrate 
this centenary of America’s emer
gence as a world power. But at a 
time when the Trump administra
tion is bombing or rattling sabers at 
half a dozen nations and many 
Democrats are clamoring to bloody 
Russia, it is worth reviewing how 
World War I turned out so much 
worse than the experts and politi
cians promised.

Wilson was narrowly reelected 
in 1916 on the basis of a campaign 
slogan, “He kept us out of war.” But 
Wilson had massively violated neu
trality by providing armaments and 
money to the Allied powers that had 
been fighting Germany since 1914. 
At the same time, he had no quarrel 

with the British blockade that was 
slowly starving the German people. 
In his April 1917 speech to Congress 
seeking a declaration of war against 
Germany, he hailed the U.S. gov
ernment as “one of the champions 
of the rights of mankind” and pro
claimed that “the world must be 
made safe for democracy.” 

American soldiers helped turn 
the tide on the Western Front in 
late 1918. But the cost was far high
er than Americans anticipated. 
More than 100,000 American sol
diers died in the thirdbloodiest 
war in U.S. history. Another half 
million Americans perished from 
the Spanish Flu epidemic spurred 
and spread by the war. But the po
litical damage lasted far longer.

In his speech to Congress, Wil
son declared, “We have no quarrel 
with the German people” and feel 
“sympathy and friendship” towards 
them. But his administration speed
ily commenced demonizing the 
“Huns.” One Army recruiting post
er portrayed German troops as an 
ape ravaging a halfnaked damsel 
beneath an appeal to “Destroy this 
Mad Brute.” Wilson’s evocations of 
fighting for universal freedom were 
quickly followed by bans on sauer
kraut, beer, and teaching German 
in public schools. Tolerance quickly 
became unpatriotic.
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The Wilson administration sold 
the war as an easy win — failing to 
realize how close France and Russia 
were to either collapsing or surren
dering. When fewer than 100,000 
Americans volunteered for the mil
itary, Congress responded by au
thorizing conscripting 10 million 
men. Wilson proclaimed that “it is 
in no sense a conscription of the 
unwilling. It is, rather, selection 
from a Nation which has volun
teered in mass.” But people had 
voted against the war. Regardless, 
Wilson touted the draft as a new 
type of freedom: “It is nothing less 
than the day upon which the man
hood of the country shall step for
ward in one solid rank in defense of 
the ideals to which this Nation is 
consecrated.” It was as if Wilson was 
presaging George Orwell’s motto in 
1984 — “Freedom is Slavery.”

The government also assumed it 
was entitled to practically 

brainwash any and all conscripts.

Wilson acted as if the congres
sional declaration of war against 
Germany was also a declaration of 
war against the Constitution. Har
vard professor Irving Babbitt com
mented in 1924, “Wilson, in the 
pursuit of his scheme for world ser
vice, was led to make light of the 

constitutional checks on his author
ity and to reach out almost auto
matically for unlimited power.” 
Wilson even urged Congress to set 
up detention camps to quarantine 
“alien enemies.”

Wilson unleashed ruthless cen
sorship. Anyone who spoke public
ly against military conscription was 
likely to get slammed with federal 
espionage or sedition charges. Pos
sessing a pamphlet entitled “Long 
Live the Constitution of the United 
States” earned six months in jail for 
a Pennsylvania malcontent. Cen
sorship was buttressed by fanatic 
propaganda campaigns led by the 
Committee for Public Information, 
a federal agency whose shameless 
motto was “faith in democracy ... 
faith in fact.” The government cared 
so much about the American peo
ple that it could not burden them 
with details of government follies 
and fiascoes.

The government also assumed it 
was entitled to practically brain
wash any and all conscripts. As 
Thomas Fleming noted in his mas
terpiece The Illusion of Victory: 
America in World War One, soldiers 
were subject to many hours of ex
hortations “to resist sexual tempta
tion.... Spokesmen for the Commit
tee on Training Camp Activities 
urged soldiers to stop thinking 
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about sex: ‘A man who is thinking 
below the belt is not efficient.’” The 
Wilson administration strove for 
the creation of “‘moral and intellec
tual armor’ that would sustain the 
soldiers when they went overseas 
and were beyond the U.S. govern
ment’s ‘comforting and restraining 
and helpful hand.’” The failure of 
the purity campaign was best re
flected in the lyrics of a 1919 hit 
song: “How ya gonna keep ’em 
down on the farm after they’ve seen 
Paree?”

The federal government added 
poisons to industrial alcohol that 

was often converted into 
drinkable hooch.

To broaden support for the war, 
Wilson partnered with the Prohibi
tion movement. Prohibition advo
cates “indignantly insisted that ... 
any kind of opposition to prohibi
tion was sinister and subversively 
proGerman,” noted William Ross, 
author of World War 1 and the 
American Constitution. Even before 
the 18th Amendment (which 
banned alcohol manufacture, sale, 
and transportation) was ratified, 
Wilson banned beer sales as a war
time measure. Prohibition itself was 
a publichealth disaster; the rate of 
alcoholism tripled during the 

1920s. To punish lawbreakers, the 
federal government added poisons 
to industrial alcohol that was often 
converted into drinkable hooch; 
10,000 people were killed as a re
sult. Deborah Blum, the author of 
The Poisoner’s Handbook, noted 
that “an official sense of higher pur
pose kept the poisoning program in 
place.” It took more than half a cen
tury for the quality of American 
beer to recover from Prohibition. 
And the effects of the booster shot 
that organized crime received in 
those years lasted even longer. Even 
worse, the war on alcohol paved the 
way for the war on drugs; many for
mer Prohibition agents signed up to 
crusade against marijuana after the 
ban on booze ended. 

Attacking speech, ruining farms

World War I exposed the cra
venness and authoritarianism of 
progressive intellectuals. As jour
nalist Randolph Bourne wrote, 
“‘Loyalty,’ or rather war orthodoxy, 
becomes the sole test for all profes
sions, techniques, occupations. Par
ticularly is this true in the sphere of 
the intellectual life.” Bourne la
mented, 

It has been a bitter experience 
to see the unanimity with 
which the American intellec
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tuals have thrown their sup
port to the use of wartech
nique in the crisis in which 
America found herself. Social
ists, college professors, publi
cists, newrepublicans, practi
tioners of literature, have vied 
with each other in confirming 
with their intellectual faith the 
collapse of neutrality and the 
riveting of the warmind on a 
hundred million more of the 
world’s people.... Herdin
stinct became herdintellect.

Writers who failed to join the 
stampede found themselves ban
ished or, in some cases, persecuted. 
One of the Post Office’s primary 
targets for suppression was maga
zines guilty of “highbrowism.” The 
collapse of honest, thoughtful criti
cism was invaluable to Wilson’s ef
fort to spur mass mindless obedi
ence. Unfortunately, with the same 
pattern of servility repeated in sub
sequent wars, few intellectuals seem 
to recall how World War I set the 
model for cravenness.

As Bourne noted, “War is the 
health of the state.” The war provid
ed the pretext for unprecedented 
federal domination of the economy 
— and endless debacles. In early 
1918, the government “shut down 
all the factories in the country east 

of the Mississippi River for a week” 
to save fuel, as Fleming noted. Even 
Wilson’s Democratic congressional 
allies were aghast at the misman
agement and inefficiency. Wilson 
was outraged at criticism, declaring 
that it showed “such an ignorance 
of the actual conditions as to make 
it impossible to attach any impor
tance” to the charge. But presiden
tial indignation failed to straighten 
out the snafus from central control 
of production processes.

The collapse of honest, thoughtful 
criticism was invaluable to 
Wilson’s effort to spur mass 

mindless obedience.

Perhaps the most dramatic eco
nomic impact fell on American 
farmers. Washington promised that 
“food will win the war” and farmers 
vastly increased their plantings. 
Price supports and government 
credits for foreign buyers sent crop 
prices and land prices skyrocketing. 
However, when the credits ended  
in 1920, prices and land values 
plunged, spurring massive bank
ruptcies across rural America. They 
in turn spurred perennial political 
discontent that helped lead to a fed
eral takeover of agriculture by the 
Roosevelt administration in the 
1930s. When the New Deal imposed 
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price controls across the economy 
in 1933, World War I was the model 
that administrators touted. 

Making the world safe

Before the war began, Wilson 
declared in April 2015, “No nation 
is fit to sit in judgement upon any 
other nation.” In his war speech to 
Congress in 1917, he portrayed the 
Kaiser as a dictator (though Ger
many was actually far more demo
cratic than most parts of the British 
Empire). By 1919, Wilson had to
tally reversed his moral compass, 
declaring, “In the last analysis, my 
fellow countrymen, as we in Amer
ica would be the first to claim, a 
people are responsible for the acts 
of their government.” Unfortunate
ly, that became the lodestar for sub
sequent U.S. warring — including 
the massive civilian bombings of 
Germany and Japan in World War II, 
in North Korea in 1952, in Viet
nam, and in Iraq in this century. 

World War I was ended by the 
Treaty of Versailles, which redrew 
European borders willynilly and 
imposed ruinous reparations on 
Germany. Wilson had proclaimed 
14 points to guide peace talks; in
stead, there were 14 separate small 
wars in Europe towards the end of 
his term — after peace had been 
proclaimed. The League of Nations 

charter was written so smarmily that 
the United States could have been 
obliged to assist Britain and France 
in suppressing revolts in the new 
colonies they garnered from the war.

George W. Bush practically 
recycled Wilson en masse to 

whip up fervor for invading Iraq.

The chaos and economic de
pression sowed by the war and the 
Treaty of Versailles helped open the 
door to some of the worst dictators 
in modern times, including Ger
many’s Adolf Hitler, Italy’s Benito 
Mussolini, and Russia’s N. Lenin — 
whom Wilson intensely disliked 
because “he felt the Bolshevik lead
er had stolen his ideas for world 
peace,” as historian Fleming noted.

Despite winning the war, Wil
son’s Democratic Party was crushed 
at the polls in both 1918 and 1920. 
H.L. Mencken wrote on the eve of 
the 1920 election that Americans 
were sickened of Wilsonian “ideal
ism that is oblique, confusing, dis
honest, and ferocious.” Unfortunate
ly, the recoil against bogus idealism 
was temporary. Starting in 2002, 
George W. Bush practically recycled 
Wilson en masse to whip up fervor 
for invading Iraq. 

Have today’s policymakers 
learned anything from the debacle a 
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century ago? Wilson continues to 
be invoked by politicians who be
lieve America can achieve great 
things by warring abroad. The bel
licosity of both Republican and 
Democratic leaders is a reminder 
that Wilson also failed to make de
mocracy safe for the world.

James Bovard serves as policy advi- 
sor to The Future of Freedom Founda-
tion and is the author of an ebook 

memoir, Public Policy Hooligan, as 
well as Attention Deficit Democracy 
and eight other books.

We are opposed to state interference with paren-
tal rights and rights of conscience in the education 
of children as an infringement of the fundamental 
Democratic doctrine that the largest individual lib-
erty consistent with the rights of others insures the 
highest type of American citizenship and the best 
government.

 
— Democratic National Platform [1892]

NEXT MONTH: 
“The FBI’s Forgotten  

Criminal Record” 
by James Bovard
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How Not to Cut  
Welfare Spending
by Laurence M. Vance

The U.S. federal budget is 
now in the neighborhood of 
$4 trillion. Just ten years ago 

it wasn’t even $3 trillion. It was 
“only” $2 trillion in 2002, and didn’t 
reach the trillion dollar mark until 
1987. The greatest component of 
the federal budget is spending on 
the welfare state. 

Welfare programs

There are in the United States 
about 80 meanstested welfare pro
grams. These are programs that limit 
benefits or payments on the basis of 
the beneficiary’s income or assets. 
The bestknown of these programs 
are Medicaid; the State Children’s 
Health Insurance Program (SCHIP); 
the Supplemental Nutrition Assis
tance Program (SNAP [formerly 
known as food stamps]); Women, In

fants, and Children (WIC); Section 8 
housing vouchers, Temporary Assis
tance to Needy Families (TANF); Pell 
grants; farm subsidies; subsidized 
student loans; Head Start; Healthy 
Start; Supplemental Security Income 
(SSI); school breakfast and lunch 
programs; and the Low Income 
Home Energy Assistance Program 
(LIHEAP).

The most egregious of these 
programs is the TANF program — 
formerly known as Aid to Families 
with Dependent Children (AFCD) 
— because it doles out cash directly 
to the welfare recipient to spend as 
he chooses. States receive block 
grants from the federal government 
to design and operate programs 
that accomplish one of the four 
purposes of the TANF program:

•  Provide  assistance  to 
needy families so that chil
dren can be cared for in their 
own home
•  Reduce the dependency of 
needy parents by promoting 
job preparation, work, and 
marriage
•  Prevent and reduce the in
cidence of outofwedlock 
pregnancies
•  Encourage  the  formation 
and maintenance of twopar
ent families
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The “basic assistance” provided by 
the TANF program costs taxpayers 
more than $4 billion a year.

And then there are the welfare 
programs that most Americans 
have never heard of: the Special 
Milk Program (SMP), refugee assis
tance programs, job training pro
grams, community health centers, 
the Elderly Nutrition Program, the 
Commodity Supplemental Food 
Program (CSFP), Community De
velopment Block Grants (CDBG), 
housingassistance programs, sub
sidized lowincome phone service, 
homelessassistance grants, family
planning programs, adult basic 
education grants, legalservices 
block grants, and the Healthy Mar
riage and Responsible Fatherhood 
(HMRF) initiative.

To them should be added re
fundable tax credits such as the 
Earned Income Tax Credit (EITC), 
Additional Child Tax Credit 
(ACTC), and the American Oppor
tunity Tax Credit (AOTC). Regular 
tax credits reduce the amount of tax 
owed, but if there is no taxable in
come to begin with — because of 
tax deductions, exemptions, or oth
erwise — then no credit can be 
taken. However, refundable tax 
credits are treated as payments 
from the taxpayer, such as federal 
incometax withheld or quarterly 

estimated taxes paid. If the “pay
ment” is more than the tax owed, 
the taxpayer receives a “refund” 
from the government of money 
never withheld or never paid in. 
This cash payment is just welfare by 
another name, since the “refund” 
one receives was actually paid in by 
someone else. Refundable tax cred
its are meanstested in the sense 
that they are phased out once one’s 
income reaches a certain level.

Welfare is the fastest-growing 
part of government spending.

According to the Heritage Foun
dation (a conservative think tank),

•  Today,  the U.S.  spends 16 
times as much on welfare as it 
spent in the 1960s — about 4 
times the amount needed to 
pull every poor family out of 
poverty — yet the federal pov
erty rate remains nearly un
changed.
•  Total spending at all levels 
of government on the roughly 
80 federal meanstested wel
fare programs, which provide 
cash, food, housing, medical 
care, and social services to 
poor and lowerincome Amer
icans, is more than $1 trillion 
annually.
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•  Welfare  is  the  fastest-
growing part of government 
spending. Between 1989 and 
fiscal year 2008, meanstested 
welfare spending increased by 
292 percent.

And that is just spending on means
tested welfare programs. 

There are also several programs 
that most Americans don’t consider 
to be welfare programs: Medicare, 
Social Security, and Unemploy
ment Compensation. 

Medicare is governmentfund
ed health care for Americans who 
are 65 or older, are permanently 
disabled, or have renal disease or 
ALS. Medicare consists of four 
parts: Part A (hospital insurance), 
Part B (supplemental medical in
surance), Part C (Medicare Advan
tage Program), and Part D (pre
scriptiondrug benefit). Social 
Security is properly the federal Old
Age, Survivors, and Disability In
surance (OASDI) program. It pro
vides benefits for retirement, 
disability, survivorship, and death. 
Social Security consists of two 
parts. Under the OldAge and Sur
vivors Insurance (OASI) part of the 
program, monthly benefits are paid 
to retired workers, their families, 
and survivors of deceased workers. 
Under the Disability Insurance (DI) 

part of the program, monthly ben
efits are paid to disabled workers 
and their families. Unemployment 
Compensation is overseen by the 
U.S. Department of Labor and ad
ministered by the states. It provides 
“unemployment benefits to eligible 
workers who become unemployed 
through no fault of their own, and 
meet certain other eligibility re
quirements.” 

Most Americans don’t consider 
Medicare, Social Security, or 
Unemployment Compensation  

to be welfare.

Most Americans don’t consider 
Medicare, Social Security, or Un
employment Compensation to be 
welfare because they are partially 
funded by employers (all three pro
grams) and employees (Medicare 
and Social Security). Medicare Part 
A is partially funded by a payroll 
tax of 2.9 percent (split between 
employer and employee) on all of 
an employee’s earnings. Participa
tion in Parts B, C, and D is volun
tary. They are funded by a combina
tion of incomebased beneficiary 
premiums and taxpayer subsidies. 
Like Medicare, Social Security is 
“funded” by payrolltax deductions 
from both employers and employ
ees. The rate is 12.4 percent (split 
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between employer and employee) 
on wages up to $127,200. Federal 
unemployment taxes are paid by 
employers at a rate of 6 percent on 
the first $7,000 of each employee’s 
income. The 50 states also assess 
employers an unemployment tax 
with a wage base, but are allowed a 
credit against their federal unem
ploymenttax liability up to 5.4 per
cent. Some states also levy some 
amount of unemployment tax on 
employees. But those programs are 
forms of welfare because in no case 
does the amount of taxes collected 
fully pay for the program and be
cause there is absolutely no relation 
between the amount of taxes paid 
and benefits received. 

Some states also levy some 
amount of unemployment tax on 

employees.

With the U.S. national debt now 
around $20 trillion, it is clear that 
the current level of federal spending 
on the welfare state is unsustain
able. Spending is going to have to be 
cut, and Republicans in Congress 
think they have found a way to do 
it. Or have they?

Unemployment-benefit cuts

The latest scheme by Republi
cans to cut welfare spending with

out actually cutting welfare spend
ing is to expand drug testing for 
recipients of unemploymentcom
pensation benefits and deny bene
fits to those who fail. This scheme is 
possible only because the federal 
government’s drug war has so de
monized drugs that the state can do 
practically anything in the name of 
combating drug use. But in this 
case, fighting the drug war is just a 
means to an end. That end is the po
litical grandstanding by Republi
cans to make their conservative 
base think that they are cutting wel
fare by making it tougher for appli
cants to qualify for benefits. 

Donald Trump earlier this year 
signed a bill into law making it eas
ier for states to require drug testing 
for recipients of unemployment 
benefits. H.J.Res.42, a joint res 
olution “disapproving the rule sub
mitted by the Department of Labor 
relating to drug testing of unem
ployment compensation applicants,” 
passed both Houses of Congress on 
partyline votes. The onesentence 
text of the bill reads,

Resolved by the Senate and 
House of Representatives of 
the United States of America 
in Congress assembled, That 
Congress disapproves the rule 
submitted by the Department 



Future of Freedom 20 July 2017

How Not to Cut Welfare Spending

of Labor relating to “Federal
State Unemployment Com
pensation Program; Middle 
Class Tax Relief and Job Cre
ation Act of 2012 Provision on 
Establishing Appropriate Oc
cupations for Drug Testing of 
Unemployment Compensa
tion Applicants” (published at 
81 Fed. Reg. 50298 (August 1, 
2016)), and such rule shall 
have no force or effect.

The rule in question  
“constrains a State’s ability to 

conduct a drug testing program in 
its unemployment insurance 

system.”

Rep. Adrian Smith (RNeb.)  
argued on the House floor that “the 
Obama administration effectively 
blocked states from making sure 
hardworking taxpayer dollars only 
go to deserving citizens.” However, 
Rep. Richard Neal (DMass.) saw 
the bill another way: “It’s about al
lowing states to put one more time
consuming, humiliating obstacle in 
the way of Americans while they 
look for new jobs.” In a “statement 
of administration policy” on 
H.J.Res.42, the Trump administra
tion maintained that the rule in 
question “imposes an arbitrarily 
narrow definition of occupations 

and constrains a State’s ability to 
conduct a drug testing program in 
its unemployment insurance sys
tem.”

The rule addressed by the bill 
“determines the occupations that 
regularly conduct drug testing for 
use by States when determining 
which unemployment insurance 
applicants may be tested.” The De
partment of Labor published a No
tice of Proposed Rulemaking 
(NPRM) “concerning occupations 
that regularly conduct drug testing” 
in 2014 in accordance with a provi
sion in Title II, “Unemployment 
Benefit Continuation and Program 
Improvement,” subtitle A, “Reforms 
of Unemployment Compensation 
to Promote Work and Job Cre
ation,” section 2105, “Drug Testing 
of Applicants,” of the Middle Class 
Tax Relief and Job Creation Act of 
2012 (PL 112–96, H.R.3630, 126 
Stat. 156), which states,

Consistent with current law 
that eligibility for benefits be 
based on the “fact or cause” of 
unemployment, this provision 
sets forth that states may enact 
legislation to require an appli
cant to submit to and pass a 
drug test for the unlawful use 
of controlled substances only 
under the following condi
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tions: 1) the individual has 
been terminated from their 
most recent employment be
cause of the unlawful use of 
controlled substances, or 2) 
the individual’s only suitable 
work involves employment in 
an occupation, as determined 
by regulations issued by the 
Secretary of Labor, that regu
larly conducts drug testing.  
This provision is consistent 
with the Federal law require
ment that eligibility be based 
on the “fact or cause” of un
employment, since the only 
circumstances under which 
drug testing would be permit
ted are related to the “fact or 
cause” or unemployment.

There are problems with the idea 
of drug testing applicants as a 

means to cut spending on 
unemployment benefits.

The NPRM proposed that “oc
cupations that regularly drug test be 
defined as those required to be drug 
tested in Federal or State laws at the 
time the NPRM was published.” 
When the final rule was adopted in 
2016, that was expanded “to en
compass any Federal or State law 
requiring drug testing regardless of 
when enacted.”

There are six problems with the 
idea of drugtesting applicants for 
unemployment compensation as a 
means to cut spending on unem
ployment benefits because of the 
denial of benefits to those who fail a 
drug test. First, if a person is a drug 
user and is terminated by his em
ployer because of his unlawful drug 
use, he doesn’t quality for unem
ployment compensation because he 
was terminated for just cause. 

Second, Section 620.4 of the 
rule states that “drug testing is per
mitted only of an applicant, and not 
of an individual filing a continued 
claim for unemployment compen
sation after initially being deter
mined eligible.” There is no require
ment that someone who receives 
unemployment benefits be tested 
again for drug use after his initial 
test. A drug user who was laid off 
from his job could simply wait until 
he was clean, then apply for unem
ployment compensation, and then 
begin using drugs again. A non–
drug user could begin using drugs 
any time after he applied for unem
ployment compensation with no 
fear of losing his benefits. 

Third, not only could someone 
use drugs while he receives unem
ployment benefits, there is nothing 
to prevent anyone from spending 
every penny of his unemployment 
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benefits (which are always paid in 
cash) on drugs throughout the du
ration of his benefit period. Fourth, 
there is nothing to prevent anyone 
from spending every penny of his 
unemployment benefits on sub
stances and behaviors that are just 
as “bad” as drug use such as alco
hol, pornography, prostitution, and 
gambling. Why focus just on drug 
use? Fifth, no state is required to 
conduct drug testing of those ap
plying for unemployment compen
sation. And sixth, in more than half 
of the states, medical marijuana is 
legal; in eight of them, recreational 
marijuana is legal. How can some
one in one of those states justly be 
denied welfare benefits for using 
marijuana when it is legal to do so? 

Drug testing of unemployment 
compensation applicants is neither 
an efficient nor an effective way to 
cut welfare spending.

How to cut welfare spending

If drug testing of unemploy
mentcompensation applicants is 
an example of how not to cut wel
fare spending, then what is the 
proper way to truly cut welfare 
spending? It’s actually quite simple: 
just cut it. If the federal government 
currently spends x amount of dol
lars on welfare spending, then re
ducing that spending by a certain 

percentage or amount is a sure way 
to cut welfare spending. If the fed
eral government currently spends x 
amount of dollars on a particular 
welfare program, then reducing 
spending on that program by a cer
tain percentage or amount is a sure 
way to cut welfare spending. If the 
federal government currently oper
ates x number of welfare programs, 
then reducing that number by a 
certain amount is a sure way to cut 
welfare spending. And of course, 
completely eliminating a particular 
program is the surest way to cut 
welfare spending and ensure that it 
doesn’t creep back up — at least for 
that particular program.

Completely eliminating a 
particular program is the surest 

way to cut welfare spending.

But if it is so easy to cut welfare 
spending in whole or in part by a 
certain percentage or amount or by 
the wholesale elimination of partic
ular programs, then why is it never 
done? We know that Democrats, 
liberals, and progressives in Con
gress are wary of any spending cuts 
to any welfare program — as are 
their constituents and those of any 
political party who receive welfare 
benefits. That is understandable. 
But what about the Republicans, 
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conservatives, and constitutionalists 
in Congress? 

Unfortunately, although they 
sometimes rail against parts of the 
welfare state using libertarian rheto
ric, it is clear that when they have 
the power to actually cut or elimi
nate welfare programs, they usually 
maintain them as they are, some
times expand them, and occasion
ally even create new ones. They sim
ply have no philosophical objections 
to government welfare programs. 
Those who do have objections, but 
continue to vote for welfare spend
ing because it is unpopular not to, 
because they are nervous about los
ing campaign contributions, or be
cause they are afraid of not getting 
reelected are hypocrites and scoun
drels. Even the conservatives who 
elect them and support them gener
ally don’t have any philosophical ob
jections to government welfare pro
grams — as long as they are run 
efficiently, with minimal fraud, have 
stringent requirements, have limit
ed benefits, and don’t cost too much. 

The reason that welfare spend
ing is never actually cut is that there 
are a number of things that must 
first be recognized about welfare 
programs before members of Con
gress have the will power to make 
the cuts and the general public is 
willing to accept the cuts.

It must be recognized that wel
fare programs don’t need to be re
formed, fixed, saved, revamped, 
simplified, trimmed, or made more 
efficient. They need to be eliminat
ed and abolished, and all the gov
ernment bureaucrats that adminis
ter them must be laid off, not 
reassigned — all of the programs 
and all of the bureaucrats. Although 
the elimination of one program or 
one bureaucrat is certainly to be 
preferred to the elimination of 
none, the ultimate goal of abolish
ing the welfare state must always be 
kept to the forefront. 

It must be recognized that 
welfare programs are an 
illegitimate function of 

government.

It must be recognized that wel
fare programs are an illegitimate 
function of government. It is not 
the job of government to establish a 
safety net, maintain a retirement 
program, feed the hungry, house 
the homeless, eradicate poverty, 
guarantee a minimum income, sub
sidize anything, help children, or 
provide charity.

It must be recognized that wel
fare programs are clearly unconsti
tutional. The Constitution nowhere 
authorizes the federal government 
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to institute welfare programs, fund 
them, or create departments or 
agencies to administer them. If 
there are to be any welfare pro
grams, then they must be instituted, 
funded, and administered by state 
governments.

A free society includes the 
freedom to be unsympathetic 

toward the disadvantaged.

It must be recognized that wel
fare programs are destructive. They 
are socialistic, they foster depen
dency on the government, they 
shift responsibility from the indi
vidual and families to society and 
the state, they contribute to class 
warfare, they are collectivist, they 
encourage indolence and fraud, 
they crowd out real charity, they are 
socialengineering schemes, and in 
many cases they actually harm wel
fare recipients.

It must be recognized that wel
fare programs are simply income
transfer programs. They redistrib
ute income from the rich to the 
poor, from the young to the old, 
from the well to the sick, from 
workers to nonworkers, from pro
ducers to consumers, and from tax
payers to tax eaters. 

It must be recognized that all 
charity can and should be provided 

voluntarily. Otherwise, it is not 
charity at all, but theft. And theft 
“for a good purpose” does not a 
philanthropist make. No American 
should be forced to “contribute” to 
the welfare of any other American. 
The decision to aid those in need, 
like the decision to aid one’s family, 
friends, or neighbors, is a decision 
that should be left up to each indi
vidual American. A free society in
cludes the freedom to be unsympa
thetic toward the disadvantaged, 
unconcerned about the struggles of 
the disabled, insensitive to the 
homeless, untouched by the needs 
of children, apathetic toward the 
hungry, uninterested in the plight 
of the poor, and indifferent to the 
diseased. It all comes down to the 
question of whether we are to have 
a society based on freedom or a so
ciety based on coercion.

Until those things are recog
nized by members of Congress, 
they will continue to fund welfare 
programs; they might just tinker 
with them every so often in an at
tempt to appease those who point 
out their destructiveness, cost, inef
ficiency, and fraud rates. Until those 
things are recognized by the general 
public, they will not accept cuts to 
welfare programs. The statist mind
set that plagues both groups holds 
that members of a free society will 



Future of Freedom 25 July 2017

Laurence M. Vance

not sufficiently help those who are 
truly in need without coercion or 
prodding by the government.

Rather than excluding a few peo
ple from receiving the wealth of oth
ers because they failed a drug test, 
efforts should be focused on elimi
nating the incometransfer pro
grams that make welfare possible.

Laurence M. Vance is a columnist and 
policy advisor for The Future of Free-
dom Foundation, an associated schol-
ar of the Ludwig von Mises Institute, 

and a columnist, blogger, and book 
reviewer at LewRockwell.com. Visit 
his website: www.vancepublications 
.com. Send him email: lmvance@
laurencemvance.com.

NEXT MONTH: 
“Free the Fire Stations!” 

by Laurence M. Vance

Resources of the spirit are like savings: They must 
be accumulated before they are needed. When they 
are needed, there is no substitute for them. Sooner 
or later, the individual faces the world alone, and 
that moment may overwhelm him if he has no re-
sources within himself.... We can escape our physi-
cal environment and our neighbors, but we cannot 
escape ourselves.

— Marten ten Hoor
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The Invisible Hand of 
the State
by Will Tippens

It is not from the benevolence of the 
butcher, the brewer, or the baker 
that we expect our dinner, but from 
their regard to their own interest. 

— Adam Smith
The Wealth of Nations

As Adam Smith observed in 
1776, when people seek to 
benefit themselves through 

voluntary trade, they unwittingly 
benefit society at large. This phe
nomenon is often referred to by the 
metaphor of the “invisible hand,” as 
if a there were a mystical force guid
ing ordinary, selfinterested per
sons towards order and productive 
behavior in the marketplace. Indeed, 
the explosion of trade occurring on a 
global scale over the past three cen
turies has ushered in an age of previ

ously unimaginable interconnect
edness, innovation, and standard of 
living for the whole of humanity.

Persons acting through the 
modern nationstate — whether 
wellintentioned or not — have a 
similarly predictable track record. 
No single person can be said to have 
directed every action of government 
over the same span. And yet, as if 
guided by a similarly supernatural 
force, those who act through the 
means of state power tend towards 
predictable outcomes of their own.

States impoverish their citizens.

In economics, people value ev
erything subjectively. So when two 
people trade, we can infer that each 
makes the other better off by trad
ing for what the other person wants 
more than what he already has. 
That is why trade is a “positive sum” 
and the social phenomenon of 
money has been called “reciprocal 
altruism.” When two people trade 
with one another, both parties ben
efit. That is all the market is, but on 
an unfathomably large and com
plex scale. 

Despite the abundant wonders 
of the market, it is often said that 
the government cares more about 
our wellbeing than those who 
want to sell us burgers and smart 
phones. After all, those people seek 
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profit! Social workers and police of
ficers, on the other hand, are pre
sumed to be selfless and disinter
ested. But even accepting the 
premise that every person in gov
ernment is truly benevolent, bu
reaucrats would be unable to func
tion as efficiently and dynamically 
as market actors.

Government is unique in that it 
is wholly disconnected from freely 
entered transactions. No one who 
works in government is compensat
ed through the fruits of trade. In
stead, government receives its reve
nue solely through taxation. Because 
of the disconnect from voluntarily 
entered transactions, government is 
heavily insulated from the forces 
that enable market calculation to 
take place. Ludwig von Mises wrote 
that “a bureaucrat differs from a 
nonbureaucrat precisely because 
he is working in a field in which it is 
impossible to appraise the result of a 
man’s effort in terms of money.” 
Even with the best motives and aca
demically ordained experts, central 
planning of any service or good is 
simply grasping at straws in the 
dark.

Regardless of how legitimately 
wellintentioned a bureaucrat may 
be, every dollar that is taken as gov
ernment revenue is a dollar that 
cannot be spent voluntarily in the 

market. And preventing people 
from spending their own money on 
goods and services of their choos
ing stifles the creation of real wealth.

Government is a unique entity in 
that it is wholly disconnected 

from freely entered transactions. 

Further, any harassment of busi
ness by government can only ham
per economic efficiency and give 
businesses incentives to direct their 
resources to influence political out
comes instead of focusing on satis
fying consumers themselves. Al
though that impact often goes 
unseen, the principle remains the 
same: every action taken through 
state means necessarily detracts 
from overall economic prosperity. 

States bend the truth.

In the market, public exposure 
is vital for private entities to suc
ceed. Since neighborhoods are not 
forced to eat at a single restaurant, 
restaurants must attract potential 
customers and keep them coming 
back or risk going out of business. 
That means every restaurant has 
natural incentives to research, ad
vertise, and ultimately deliver food 
that satisfies customers enough to 
induce them to come back, all while 
remaining profitable and maintain
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ing a positive reputation. If a busi
ness fails in any of those categories, 
it withers and dies (unless it’s “too 
big to fail” of course).

Government operates as a 
monopoly in a given territory and 

extracts all its revenue from 
taxation.

Government, on the other hand, 
operates as a monopoly in a given 
territory and extracts all its revenue 
from taxation. Instead of having to 
constantly compete with other pro
viders to be actively chosen by con
sumers, the state must persuade its 
citizens only to remain tolerant of 
its ongoing operations — a far low
er standard to meet. When an entity 
is divorced from individual con
sumer choice and is impervious to 
feedback signals from profit and 
loss, its emphasis invariably shifts 
from providing services to main
taining complacency in the existing 
status quo. Instead of being penal
ized for failure as in the case of the 
market, government failure tends 
to justify applying more resources 
towards the failed solution. 

The state therefore has a strong 
incentive not to focus primarily on 
providing services but rather on tai
loring information to fit its narra
tive. As Alexis de Tocqueville wrote 

of the state’s natural effect on the 
minds of its subjects, “The will of 
man is not shattered, but softened, 
bent, and guided; men are seldom 
forced by it to act, but they are con
stantly restrained from acting. Such 
a power does not destroy, but it pre
vents existence; it does not tyran
nize, but it compresses, enervates, 
extinguishes, and stupefies a peo
ple, till each nation is reduced to 
nothing better than a flock of timid 
and industrious animals, of which 
the government is the shepherd.” 

At the end of the day, the state 
does not have to sell you anything; 
it does not have to convince you to 
do business with it; it only has to 
convince you that there is no better 
option. In practice that often entails 
selfaggrandizement (exuding an 
aura of legitimacy and relevance in 
all matters), misdirection (scape
goating domestic and foreign fac
tions), and controlling the way its 
citizens think (public schooling, 
confining peaceful behavior to “of
ficially approved” areas). 

As Mises said, “It is a fact that 
no paternal government, whether 
ancient or modern, ever shrank 
from regimenting its subjects’ 
minds, beliefs, and opinions.” 

That does not require that any 
bureaucrat have ill motives or ma
lintent, but when applied to the 
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state apparatus at large, information 
naturally seems to bend itself. 

States return humanity to warring 
tribes.

Nothing symbolizes the invisi
blehand metaphor better than the 
handshake. A handshake conveys 
mutual respect and cooperation, 
necessary conditions for all trade. 
When trade occurs throughout so
ciety, it fosters a climate of inter
dependence despite differences in 
sex, race, nationality, and culture. 
The handshake epitomizes the es
sence of all society: the bond of in
terconnectedness that arises through 
voluntary cooperation from indi
vidual persons acting freely. 

But for those who choose to act 
through the apparatus of the state, a 
far more apt symbol is the fist. Be
neath all its rhetoric, whitewashing, 
and special pleading, the state’s only 
real tool is aggressive violence or 
the threat thereof. The state’s very 
existence is predicated on a territo
rial monopoly. As the oftapplicable 
adage goes, “If all you have is a 
hammer, everything looks like a 
nail.” If your only tool is aggression, 
everyone looks like an enemy.

True to form, the previous cen
tury witnessed states taking their 
violent behavior to a previously un
imaginable scale. Through wars, 

genocides, purges, and forced fam
ines states slaughtered hundreds of 
millions of innocent people like 
cattle. Hundreds of millions of indi-
vidual persons, each with his own 
childhood, personality, dreams, 
and potential. There is no way to 
ever account for the total impact of 
such unfathomable annihilation of 
human life. Only through the state’s 
lens of collectivism can violence take 
place on such an obscenely anti 
human scale. There is simply no oth
er means through which people can 
act that could even scratch the sur
face of the sheer pestilence wrought 
upon humanity by government. 

Beneath all its rhetoric,  
the state’s only true tool is 

aggressive violence or  
the threat thereof.

The natural result of market be
havior is to foster peace and indi
vidual freedom. The natural result 
of state behavior is to trample the 
individual person in the name of 
the Nation. People who have never 
met each other are made mortal en
emies on the basis of tribal mem
bership and are not only given legal 
permission to murder one another, 
but are ordered to by their chief
tains. “Collateral damage” is accept
ed as necessary, as any consider
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ation of ethics and base morality is 
blown to bits along with guiltyby
association civilians. 

State power swells most to the 
beat of the war drums. For this rea
son, states will always tend to fac
tionalize its citizens against one
another, foreigners, and even 
abstract, vague concepts that serve 
as boogeymen for political gain. 
Persons acting through the state ex
hibit the nastiest, least rational, and 
most herdlike behavior in all of 
humanity. 

Conclusion

The market is what happens 
when people pursue their own ends 
peacefully using cooperation and 
voluntary organization. Through 

trial and error, the natural effect of 
that process is to maximize pros
perity for all — as if guided by an 
unseen benevolent hand. The state 
has precisely the opposite effect. 
Even if bureaucrats and politicians 
have the best possible motives, 
those who work within the state 
and control it are always steered to
wards the same old outcomes — 
waste, deceit, and violence.

So isn’t it time the state gets an 
“invisible hand” metaphor of its 
own?

Will Tippens is an attorney living in 
Nashville and can be contacted at 
wctippens@gmail.com.

“Community” (except as it is freely created by free 
individual persons), community conceived as a 
principle of social order prior and superior to the 
individual person, can justify any oppression of in-
dividual persons so long as it is carried out in the 
name of “community” or society or of its agent, the 
state.

— Frank S. Meyer
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The Exit Strategy of 
Empire
by Wendy McElroy

The Roman Empire never doubted 
that it was the defender of civiliza-
tion. Its good intentions were peace, 
law and order. The Spanish Empire 
added salvation. The British Empire 
added the noble myth of the white 
man’s burden. We have added free-
dom and democracy.

— Garet Garrett, Rise of Empire

The first step in creating Em
pire is to morally justify the 
invasion and occupation of 

another nation even if it poses no 
credible or substantial threat. But if 
that’s the entering strategy, what is 
the exit one?

One approach to answering is to 
explore how Empire has arisen 
through history and whether the 
process can be reversed. Another is 
to conclude that no exit is possible; 

an Empire inevitably selfdestructs 
under the increasing weight of what 
it is — a nation exercising ultimate 
authority over an array of satellite 
states. Empires are vulnerable to 
overreach, rebellion, war, domestic 
turmoil, financial exhaustion, and 
competition for dominance. 

In his monograph Rise of Empire, 
the libertarian journalist Garet Gar
rett (1878–1954), lays out a blueprint 
for how Empire could possibly be 
reversed as well as the reason he be
lieves reversal would not occur.  
Garrett was in a unique position to 
comment insightfully on the Ameri
can empire because he’d had a front
row seat to events that cemented its 
status: World War II and the Cold 
War. World War II America already 
had a history of conquest and oc
cupation, of course, but, during the 
mid to late 20th century, the nation 
became a selfconsciously and un
apologetic empire with a selfgrant
ed mandate to spread its ideology 
around the world. 

A path to reversing Empire

Garrett identifies the first five 
components of Empire: 

•  the dominance of  executive 
power: the White House reigns 
over Congress and the judiciary.

•  the subordination of domes
tic concerns to foreign policy: civil 
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and economic liberties give way to 
military needs.

•  the rise of a military mental
ity: aggressive patriotism and obe
dience are exalted. 

•  a  system of  satellite nations 
in the name of collective security; 

•  and  a  zeitgeist  of  both  zeal
ous patriotism and fear: bellicosity is 
mixed with and sustained by panic. 

These are not sequential stages 
of Empire but occur in conjunction 
with one another and reinforce 
each other. That means that an at
tempt to reverse Empire in the di
rection of a Republic can begin with 
weakening any of the five charac
teristics in any order. 

Garrett did not directly address 
the strategy of undoing Empire but 
his description of its creation can be 
used to good advantage. The first 
step is to break down each compo
nent of Empire into more manage
able chunks. For example, the ex
ecutive branch accumulates power 
in various ways. They include:

By delegation — Congress trans
fers its constitutional powers to the 
president.  

By reinterpretation of the Con
stitution by a sympathetic Supreme 
Court.

Through innovation by which 
the president assumes powers that 
are not constitutionally forbidden 

because the Framers never consid
ered them.

By administrative agencies that 
issue regulations with the force of law. 

Through usurpation — the presi 
dent confronts Congress with a fait 
accompli that cannot easily be re
pudiated. 

Entanglement in foreign affairs 
makes presidential power swell be
cause, both by tradition and the 
Constitution, foreign affairs are his 
authority. 

Entanglement in foreign affairs 
makes presidential power swell.

Deconstructing these executive 
props, one by one, weakens the Em
pire. When all five components are 
deconstructing, the process pres
ents a possible path to dissolving 
Empire itself.

A sixth component of Empire

But in Rise of Empire, Garet 
Garrett offers a chilling assessment 
based on his sixth component of 
Empire. There is no path out. A 
judgment that renders prevention 
all the more essential.

That was why Garrett does not 
deal with how to reverse the process 
of Empire. Once an empire is estab
lished, he argues, it becomes a 
“prisoner of history” in a trap of its 
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own making. He writes, “A Repub
lic may change its course, or reverse 
it, and that will be its own business. 
But the history of Empire is a world 
history and belongs to many peo
ple. A Republic is not obliged to act 
upon the world, either to change it 
or instruct it. Empire, on the other 
hand, must put forth its power.” 

In his book For A New Liberty, 
Murray Rothbard expands on Gar
rett’s point: “[The] United States, 
like previous empires, feel[s] itself 
to be ‘a prisoner of history.’ For be
yond fear lies ‘collective security,’ 
and the playing of the supposedly 
destined American role upon the 
world stage.” 

Collective security and fear are 
intimately connected concepts. It is 
no coincidence that the sixth com
ponent of Empire — imprisonment 
— comes directly after the two 
components of “a system of satellite 
nations” and, “a complex of vaunt
ing and fear.”

Satellite nations 

“We speak of our own satellites 
as allies and friends or as freedom 
loving nations,” Garrett wrote. 
“Nevertheless, satellite is the right 
word. The meaning of it is the hired 
guard.” Why hired? Although men 
of Empire speak of losing China 
[or] Europe ... [how] could we lose 

China or Europe, since they never 
belonged to us? What they mean is 
that we ... may lose a following of 
dependent people who act as an 
outer guard.”

Collective security and fear are 
intimately connected concepts.

An empire thinks that satellites 
are necessary for its collective secu
rity. Satellites think the empire is 
necessary for territorial and eco
nomic survival; but they are willing 
to defect if an empire with a better 
deal beckons. America knows this 
and scrambles to satisfy satellites 
that could become fickle. Garrett 
quotes Harry Truman, who created 
America’s modern system of satel
lites. “We must make sure that our 
friends and allies overseas continue 
to get the help they need to make 
their full contribution to security 
and progress for the whole free 
world. This means not only military 
aid — though that is vital — it also 
means real programs of economic 
and technical assistance.“ 

In contrast to a Republic, Em
pire is both a master and a servant 
because foreign pressure cements it 
into the military and economic 
support of satellite nations around 
the globe, all of which have their 
own agendas. 
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Garrett also emphasizes how do
mestic pressure imprisons Empire. 
One of the most powerful domestic 
pressures is fear. An atmosphere of 
fear  — real or created — drives pub
lic support of foreign policy and 
makes it more difficult for Empire to 
retreat from those policies. In his in
troduction to Garrett’s book Ex 
America, Bruce Ramsey addresses 
Garrett’s point. Ramsey writes, Em
pire has “‘less control over its own 
fate than a republic,’ he [Garrett] 
commented because it was a ‘pris
oner of history’, ruled by fear. Fear 
of what? ‘Fear of the barbarian.’”

It does not matter whether the 
enemy is actually a barbarian. What 
matters is that citizens of Empire 
believe in the enemy’s savagery and 
support a military posture toward 
him. Domestic fear drives the con
stant politics of satellite nations, 
protective treaties, police actions, 
and war. Foreign entanglements 
lead to increased global involve
ment and deeper commitments. 
The two reinforce each other.

The fifth characteristic of Empire 
is not merely fear but also “vaunt
ing.” Vaunting means boasting about 
or praising something excessively — 
for example, to laud and exaggerate 
America’s role in the world. Fear 
provides the emotional impetus for 
conquest; vaunting provides the 

moral justification for acting upon 
the fear. The moral duty is variously 
phrased: leadership, a balance of 
power, peace, democracy, the pres
ervation of civilization, humanitari
anism. From this point, it is a small 
leap to conclude that the ends sanc
tify the means. Garrett observes that 
“there is soon a point from which 
there is no turning back....The argu
ment for going on is well known. As 
Woodrow Wilson once asked, ‘Shall 
we break the heart of the world?’ So 
now many are saying, ‘We cannot 
let the free world down’. Moral lead
ership of the world is not a role you 
step into and out of as you like.”

Conclusion

In this manner, Garrett be
lieved, Empire imprisons itself in 
the trap of a perpetual war for peace 
and stability, which are always stat
ed goals. Yet, as Garrett concluded, 
the reality is war and instability. 

It is not clear whether he was 
correct that Empire could not be re
versed. Whether or not he was, it is 
at its creation that Empire is best 
opposed. 

Wendy McElroy is a fellow of the In-
dependent Institute, and the author 
of The Reasonable Woman: A 
Guide to Intellectual Survival (Pro-
metheus Books, 1998).
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Come You  
Masters of War
by Matthew Harwood
America’s War for the Greater Mid-
dle East by Andrew J. Bacevich 
(New York: Random House, 2016; 
480 pages)

America’s military involve
ment in the Middle East 
began in classic imperial 

fashion, according to military his
torian and retired Army colonel 
Andrew J. Bacevich. They had 
something we needed, and we 
made sure we had access to it. “Oil 
has always defined the raison d’être 
of the War for the Greater Middle 
East,” he writes in the first para
graph of his magisterial work, 
America’s War for the Greater Mid-
dle East. “Over time, other consid

erations intruded and complicated 
the war’s conduct, but oil as a pre
requisite of freedom was from day 
one an abiding consideration.” 

By 1969, oil imports already 
made up 20 percent of the daily oil 
consumption in the United States. 
Four years later, Arab oil exporters 
suspended oil shipments to the 
United States to punish America for 
supporting Israel in the October 
War. The American economy 
screeched to a halt, seemingly held 
hostage by foreigners — a big no
no for a country accustomed to get
ting what it wants. Predictably the 
U.S. response was regional domina
tion to keep the oil flowing to 
America, especially to the Pentagon 
and its vast, permanent war ma
chine.

The Middle East was now a U.S. 
military priority, and the pursuit of 
direct American domination of the 
region came from none other than 
the supposed peacenik, Jimmy 
Carter. Before him, Richard Nixon 
was content to have the Middle East 
managed by proxies after the blood
letting America experienced in 
Vietnam. His archproxy was the 
despised shah of Iran, whom the 
United States had installed into 
power and then armed to the teeth. 
When his regime collapsed in 1979, 
felled by Islamic revolutionaries 
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who would eventually capture the 
American embassy and initiate the 
Iranian hostage crisis, so too did the 
Nixon Doctrine. That same year, 
the Soviet Union rolled into Af
ghanistan. The world was a mess, 
and Carter was under extreme 
pressure to do something about it, 
lest he lose his bid for a second 
term. (He suffered a crushing defeat 
anyway.)

Furies beyond reckoning

The result was the Carter Doc
trine. Delivered to the American 
people during the 1980 State of 
Union Address, Carter started 
America’s War for the Greater Mid
dle East. Months earlier, in his infa
mous “malaise” speech, Carter 
asked Americans to simplify their 
lives and moderate their energy 
use. Now he declared America’s 
right to cheap energy. “Let our posi
tion be absolutely clear,” he said. 
“An attempt by any outside force to 
gain control of the Persian Gulf re
gion will be regarded as an assault 
on the vital interests of the United 
States of America, and such an as
sault will be repelled by any means 
necessary, including military force.” 

Analyzing the Carter Doctrine, 
Bacevich writes that it “represented 
a broad, openended commitment, 
one that expanded further with 

time” — one that “implied the con
version of the Persian Gulf into an 
informal American protectorate. 
Defending the region meant polic
ing it.” And police it America has 
done, wrapping its naked selfinter
est in the seemingly noble cloth of 
democratization and human rights.

During the 1980 State of Union 
Address, Carter started 

America’s War for the Greater 
Middle East.

It is illustrative, and alarming, to 
list Bacevich’s selected campaigns 
and operations in the region since 
1980 up to the present, unleashed 
by Carter and subsequent presi
dents. Let’s go in alphabetical order 
by country followed by the cam
paigns and operations: 

Afghanistan (Cyclone, 1980–
1989; Infinite Reach, 1998; En
during Freedom, 2001–2015; 
Freedom’s Sentinel, 2015–pres
ent); Bosnia (Deny Flight, 
1993–1995; Deliberate Force, 
1995; Joint Endeavor, 1995–
1996); East Africa (Enduring 
Freedom—Trans Sahara, 2007–
present); Egypt (Bright Star, 
1980–2009); Iraq (Desert 
Storm, 1991; Southern Watch, 
1991–2003; Desert Strike, 1996; 
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Northern Watch, 1997–2003; 
Desert Fox, 1998; Iraqi Free
dom, 2003–2010; New Dawn, 
2010–2011; Inherent Resolve, 
2014–present); Iran (Eagle 
Claw, 1980; Olympic Games, 
2007–2010) Kosovo (Deter
mined Force, 1998; Allied 
Force, 1999; Joint Guardian, 
1999–2005); Lebanon (Multi
national Force, 1982–1984); 
Libya (El Dorado Canyon, 
1986; Odyssey Dawn, 2011); 
North/West Africa (Enduring 
Freedom—Trans Sahara, 2007– 
present); Pakistan (Neptune 
Spear, 2011); Persian Gulf 
(Earnest Will, 1987–1988; 
Nimble Archer, 1987; Praying 
Mantis, 1988); Saudi Arabia 
(Desert Shield, 1990; Desert Fo
cus, 1996); Somalia (Restore 
Hope, 1992–1993; Gothic Ser
pent, 1993); Sudan (Infinite 
Reach, 1998); Syria (Inherent 
Resolve, 2014–present); Turkey 
(Provide Comfort, 1991); and  
Yemen (Determined Response, 
2000)

While Bacevich deftly takes the 
reader through the history of all 
those wars, the most important as
pect of his book is his critique of the 
United States’s permanent military 
establishment and the power it 

wields in Washington. According to 
Bacevich, U.S. military leaders have 
a tendency to engage in fantastical 
thinking rife with hubris. Too many 
believe the United States is a global 
force for good that has the messianic 
duty to usher in secular modernity, a 
force that no one should ever inter
fere with, either militarily or ideo
logically.

U.S. military leaders have a tendency 
to engage in fantastical thinking rife 

with hubris.

As Bacevich makes plain again 
and again, history does not back up 
that mindset. For instance, after the 
Soviet Union’s crippling defeat in 
Afghanistan, the Washington elite 
saw it as an American victory, the 
inauguration of the “end of history” 
and the inevitable march of “demo
cratic capitalism.” They didn’t see 
that the U.S.armed Afghan muja
hideen also believed they were the 
victors and that they had every in
tention of resisting America’s ver
sion of modernity as much as they 
had resisted the Soviet Union’s. 
(America’s selfdestructive trend of 
arming its eventual enemies — ei
ther directly or indirectly from Sad
dam Hussein to ISIS, respectively 
— is a recurring theme of Bace
vich’s narrative.) 
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Over and over again after 9/11, 
America would be taught this les
son, as Islamic extremists, both 
Sunni and Shia, bloodied the U.S. 
military across the Greater Middle 
East, particularly in Afghanistan 
and Iraq. History cannot be con
trolled, and it had its revenge on a 
U.S. military and political elite who 
somehow believed they could see 
the future and manage historical 
forces toward a predestined end 
that naturally benefitted America. 
As Reinhold Niebuhr warned, and 
Bacevich quotes approvingly, “The 
recalcitrant forces in the historical 
drama have a power and persis
tence beyond our reckoning.” 

Presidents would speak 
theologically of America’s role in 

the world.

Yet across America’s War for the 
Greater Middle East, presidents 
would speak theologically of Amer
ica’s role in the world, never admit
ting the United States is not an in
strument of the Almighty. George 
H.W. Bush would speak of a “new 
world order.” Bill Clinton’s Secre
tary of State Madeleine Albright 
would declare that America is “the 
indispensable nation.” George W. 
Bush’s faith in this delusion led him 
to declare a “global war on terror

ism,” where American military 
might would extinguish evil wher
ever it resided and initiate Condo
leeza Rice’s “‘paradigm of progress’ 
— democracy, limited government, 
market economics, and respect for 
human (and especially women’s) 
rights” across the region. As with all 
zealots, there was no acknowledg
ment by the Bush administration, 
flamboyantly Christian, that evil re
sided inside them too. Barack 
Obama seemed to pull back from 
this arrogance in his 2009 Cairo 
speech, declaring, “No system of 
government can or should be im
posed upon one nation by any oth
er.” Yet he continued to articulate 
his faith that all people desire liberal 
democracy, even though that sim
ply isn’t true.

All in all, American presidents 
and their military advisors believed 
they could impose a democratic 
capitalist peace on the world, unde
terred that each intervention creat
ed more instability and unleashed 
new violent forces the United States 
would eventually engage militarily, 
such as Saddam Hussein, alQaeda, 
and ISIS. Bacevich explains that 
“this conviction, deeply embedded 
in the American collective psyche, 
provides one of the connecting 
threads making the ongoing War 
for the Greater Middle East some
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thing more than a collection of dis
parate and geographically scattered 
skirmishes.” 

War and diplomacy

Another piece of connective tis
sue, according to Bacevich, is the 
belief that war is not the failure of 
diplomacy but a necessary ingredi
ent to its success. The U.S. military 
establishment learned this “lesson” 
in Bosnia when U.S.led NATO 
bombing brought Serbia to the ne
gotiating table at the Dayton Peace 
Accords. “The proper role of armed 
force,” writes Bacevich, “was not to 
supplant diplomacy but to make it 
work.” Gen. Wesley Clark was more 
succinct when he called war “coer
cive diplomacy” during the Kosovo 
conflict. U.S. military force was no 
longer a last resort, particularly 
when technology was making it 
easier to unleash violence without 
endangering U.S. service members’ 
lives. 

This logic would run aground in 
Iraq after 9/11 during what Bace
vich calls the “Third Gulf War.” In 
an act of preventive war, the Bush 
administration “shocked and awed” 
Baghdad, believing U.S. military 
supremacy and its almost divine 
violence would bring other state 
sponsors of terrorism to heel after 
America quickly won the war. 

“Vanquishing Saddam Hussein and 
destroying his army promised to in
vest American diplomacy with the 
power to coerce.” Although the 
Bush administration believed the 
war ended after three weeks, Bace
vich notes, “the Third Gulf War was 
destined to continue for another 
450.” The people on the ground, as 
the D.C. elites just learned in No
vember, have a way of not going 
along with the bestlaid plans made 
for them in the epicenters of power.

Gen. Wesley Clark was  
succinct when he called war  

“coercive diplomacy.” 

There was hope that Barack 
Obama, a constitutional professor, 
would correct the Bush administra
tion’s failures and start to wind 
down America’s War for the Great
er Middle East. Instead, he expand
ed it into Libya, Pakistan, Somalia, 
Yemen, and West Africa through 
drone warfare and specialopera
tions missions. Without “any unify
ing aim or idea,” according to 
Bacevich, the Obama administra
tion’s “principal contribution” to 
America’s War for the Greater Mid
dle East was to expand its fronts.

Now this war is in the hands of 
Donald J. Trump. If there is any up
side to a Trump presidency — and I 
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find it hard to find many — it’s the 
possibility that the intensity of 
American imperialism in the Mid
dle East will wane. But I find that 
likelihood remote. Trump has 
promised to wipe out ISIS, which 
means continued military action in 
at least Iraq, Syria, and Libya. He 
has also called for more military 
spending, and I find it hard to be
lieve that he or the nationalsecuri
ty establishment will increase in
vestment in the military and then 
show restraint in the use of force 
overseas. 

As Bacevich clearly shows over 
and over again in his narrative, the 
men and women who make up the 
defense establishment have a fanat
ical, almost theological, belief in the 
transformational power of Ameri
can violence. They persist in this 
belief despite all evidence to the 
contrary. These are the men and 
women who will be whispering 
their advice into the new president’s 
ear. Expect Uncle Sam’s fangs to 
grow longer, his talons sharper, his 
violence huge.

Bacevich, himself, is not hope
ful. In a note to readers that greets 
them before the prologue, Bacevich 
is refreshingly terse with his assess
ment of America’s war for the 
Greater Middle East: “We have not 
won it. We are not winning it. Sim
ply trying harder is unlikely to pro
duce a different outcome.” And to 
this it’s not hard to hear Trump re
tort, “Loser!” And so the needless 
violence will continue on and on 
with no end in sight unless the 
American population develops a 
Middle East syndrome to replace 
the Vietnam syndrome that once 
made Washington wary of war. 

That lack of confidence in the 
masters of war can’t come soon 
enough. 

Matthew Harwood is a writer living 
in northern New Jersey. His work has 
appeared at The American Conser
vative, the Guardian, Reason, Tom
Dispatch, and others. He is senior 
writer/editor at the American Civil 
Liberties Union.
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