


















































































































CHAPTER 4 

ELIMINATING SMALL BUSINESSES 

"Only in America" could penniless immigrants 
become affluent by starting their own busi-
nesses. Today, our aggression keeps the disad-
vantaged from following in their footsteps. 

THE MARKETPLACE ECOSYSTEM: HON-
ORING OUR NEIGHBOR'S CHOICE 

In the previous chapter, we learned how 
enlightened employers paid higher wages, 
attracted the best workers, and were rewarded 
with the positive feedback of profit. Blacks 
who felt that no employer paid what they were 
worth often had the option of going into busi-
ness for themselves as printers, plumbers, 
carpenters, or stone cutters.' Frequently, 
blacks found this latter route was the most 
rapid way to affluence. Many immigrants 
discovered the same thing. 

The natural balance of the marketplace 
ecosystem also determined whether or not new 
ventures would stay in business. Business 
people who pleased their customers with 
better service and/or low prices got referrals 
and repeat business. Profit was a direct 
reflection of how well they served their neigh-
bors. If they charged their customers exces-
sively, other entrepreneurs began providing 
the product for a lower price, voluntarily 
accepting less profit to attract more custom-
ers, and ultimately more profit. Greedy com-
petitors lost consumers. Profit and loss gave 
the tradespeople feedback that told them when 
they were—and were not—serving others ade-
quately. Service providers reaped as they 
sowed. The customers voted daily with their 
purchasing dollars to supply this feedback. 
They directly regulated the marketplace eco-
system, keeping it in balance without aggres-
sion. The customer was the final authority. 
The customer was king. 

Take care of your cus-
tomers and take care 
of your people and the 
market will take care 
of you. 

—Tom Peters and 
Nancy Austin 

A PASSION FOR 
EXCELLENCE 

Wealth comes from 
successful indtvidual 
efforts to please one's 
fellow man...that's 
what competition is 
all about: "outpleasing" 
your competitors to 
win over the consum-
ers. 

—Walter Williams 
ALL IT TAKES Is GUTS 
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if our fictitious neighbor George thought 
his employer was exploiting him. George might 
decide to create wealth by going into business 
for himself. We'd never dream of stopping 
George at gunpoint from providing service to 
willing customers because he hadn't gotten 
our permission to do so. The business that 
George and his customers voluntarily agree to 
transact is up to them. We simply honor our 
neighbor's choice. 

We know that trying to tell George—at 
gunpoint—what he can and cannot do is likely 
to destroy any feelings of concern and trust 
that George may have for us. Brotherly love 
seems to dissolve when looking down a gun 
barrel. 

Of course, if we "start it," George will 
probably fight back. Perhaps hell call the local 
sheriff and have us arrested. Perhaps hell 
retaliate with sufficient force to make us 
unlikely (or unable) to threaten him again. 
"Starting 	is a prescription for warfare, 
whether we're adults or children. 

if we prevent George from creating wealth 
for himself, how would he survive? Chances 
are that he would feel justified in stealing the 
wealth we create, perpetuating the conflict 
between us. Just as our interference with 
George and his willing customers would wreak 
havoc with our neighborhood. so  would the 
same actions create animosity and beget 
poverty in our city, state, and nation. 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 

Some whites were well aware that as long 
as the marketplace ecosystem was free from 
aggression, blacks, immigrants, and other 
minorities would have the opportunity to 
better themselves. Therefore, they clamored-
successfully—for us to condone the aggression 
of licensing laws to destroy the small minority 
businesses. 

Licensing laws instructed the government 
enforcement agents to stop. at gunpoint, if 



Eliminating Small Business 	 43 

necessary, individuals from providing a service 
to a willing customer unless they have per-
mission from a licensing board. By requiring 
high licensing fees, written examinations for 
manual occupations, and excessive schooling 
or apprenticeships, licensing boards were able 
to exclude blacks and other disadvantaged 
minorities. Blacks were almost entirely forced 
from the trades, even the specialties in which 
they had been well represented. U.S. citizen-
ship was frequently required to exclude new 
immigrants as well.2  

While minimum wage laws prevented the 
disadvantaged from getting that first job, 
licensing laws prevented them from starting 
their own businesses. Prevented from being an 
employer or an empioyee, disadvantaged 
individuals frequently found themselves un-
able to legally create wealth for themselves 
and their loved ones. 

In New York City, for example. would-be 
taxi drivers must purchase a "medallion,' or 
license, before they can legally carry custom-
ers. The number of medallions is limited and 
has not been increased since 1937. A new 
driver must purchase a medallion from some-
one who is retiring. in 1986, these medallions 
were selling for more than $100,000.3  Many 
people who have a car and would be capable 
of creating wealth for themselves and their 
loved ones are forbidden, by law, to do so, be-
cause they can't afford the medallion. Those 
who are prosperous enough to purchase one 
must charge their customers more to make tip 
for the extra expense. Thus, the first require-
ment for a successful cab driver in New York 
City is not pleasing the customer. Having 
money or the ability to borrow it is more 
important. Customers are no longer king. 

THE POOR GET POORER: DISCRIMIN-
ATION AGAINST THE DISADVANTAGED 

The licensing laws prohibit the disadvan-
taged from creating wealth by providing cab 
service even if they have a car, are capable 
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drivers, and have willing customers. Most of 
the licensed taxi drivers can make a good 
living servicing only the better parts of the 
city. Few venture into the ghetto areas. 
Consequently, when those too poor to afford a 
car need to go to the doctor, legal taxi service 
is usually unavailable. Fortunately, residents 
able to purchase their own vehicle eventually 
decided that they would offer such service 
illegally. 

By 1979, these "gypsy' operatives were 
believed to be more numerous than the num-
ber of medallion holders.4  As long as they 
stayed in the ghetto areas, the government 
enforcement agents looked the other way. 
When the gypsy cabs came into the better 
areas, however, medallion holders insisted 
that the government enforcement agents 
prevent the gypsy drivers from servicing cus-
tomers—at gunpoint, if necessary.5  

We can learn several important lessons 
from the New York experience. First, the gypsy 
drivers were almost exclusively minorities, 
mostly black and Puerto Rican,6  yet they were 
able to create a substantial amount of wealth, 
even in their impoverished areas, by providing 
a desperately needed service. When we don't 
interfere with the marketplace ecosystem, even 
the ghetto residents are able to create a 
significant amount of wealth. Second, the 
licensing requirements excluded the disad-
vantaged from creating wealth in the better 
areas of town where more profit was possible. 

The aggression of licensing laws simply 
made the rich richer and the poor poorer. 
Because many of the poor were minorities, 
these licensing laws were, in fact, discrimina-
tory. Finally, the customers suffered as well. 
in the better areas of the city, they paid more 
for taxi service, because the licensing laws 
increased the cost of doing business and lim-
ited the number of drivers to select from. The 
would-be customers in the ghetto frequently 
had no service at all! 
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OTHER EXAMPLES 
The interstate trucking industry is regu-

lated in much the same way as the New York 
City taxis. The primary criterion for permission 
to create wealth by moving goods across state 
lines is the ability to afford the license re-
quired by the Interstate Commerce Commis-
sion. Voluntary transactions between the 
trucker and the customer are forbidden, by 
law, without such approval. Needless to say, 
minorities and the disadvantaged are under 
represented in the trucking industry because 
of these restrictions.' 

Licensing laws dealing with day care have 
severely impaired the ability of women with 
young families to create wealth. As mothers 
enter the work force, they select a child-care 
provider that best suits their standards and 
their pocketbook. Mothers who have no other 
marketable skills can create wealth by caring 
for the children of working mothers. Unfortu-
nately for everyone, these natural child-care 
providers are often forbidden by law from 
providing this service, because they cannot 
afford to remodel their homes to meet licens-
ing restrictions, pay for licensing fees, or deal 
effectively with the red tape required to get 
government permission to provide day care.8  

We've supported this aggression to protect 
young children from unsafe and unscrupulous 
day-care providers. Obviously, most parents 
are better equipped than anyone else to eval-
uate the quality of care their child receives. 
Parents who are not competent or interested 
enough in their child's care to do so usually 
pose a much greater threat to their children 
than a sloppy day-care operator could! Our 
efforts are redundant at best. 

At worst, licensing laws harm the very 
people they are meant to help. Licenses to 
operate day--care centers are not always easy 
to get. Some have been denied because the 
yard was deemed to be several feet too short! 
One center had to replace its four smoke 

DAY-CARE LAWS 
LIMIT PRIVATE-HOME 
CENTERS THAT PAR-
ENTS LIKE BEST. For 
about 17 years, Susan 
Suddath kept other 
parents' children in her 
home.... The state of 
Maryland... told her 
she would have to 
reduce the number of 
children, or close down 
...her basement was 
too low in one place. 
Almost 6 feet tall her-
self Mrs. Suddath as-
sured the inspector 
she would be the tall-
est person in the room. 
But he couldn't bend 
the law. 

—The Wall Street  
Journal  

October 26. 1982 
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...Northrup cited an 
Eagle Comptrontcs 
Company incident 
near Syracuse where 
a group of women, 
who also were single 
parents, contracted to 
assemble electronic 
components in their 
homes. The State La-
bor Department, he 
said, closed them 
down under the anti-
labor law, so the work 
is now contracted out 
of the country and the 
women, who were 
supporting themselves 
and theirfamilies, now 
are on weffare. 
—Ithaca Journal 
September 11, 1982 

detectors with a five-detector interconnecting 
system, at a cost of $2,000. A prospective day-
care operator had to remove a wall because 
the door was 36 inches wide instead of 3819  

The women who succeed in upgrading 
their homes and working their way through 
the red tape (57 forms in Washington, D.C.)1°  
must charge more for their services to make a 
profit. In North Carolina, 25% of the cost of 
day care is due to licensing-by-aggression." 

Some women, faced with these increased 
costs, can no longer afford to work outside the 
home. When they try to create wealth with a 
home business, licensing laws again hamper 
them. If they attempt to cut or even braid the 
hair of willing clients without getting several 
years of training to obtain a license, law en-
forcement agents will stop them, at gunpoint, 
if necessary.12  In Chicago, hooking up a home 
computer to one owned by a business is ille-
ga1,13  In Massachusetts, no goods and services 
can be produced in the home for a business 
located elsewhere." Even in areas where home 
businesses are permitted, no employees may 
be allowed.15  

Through my years as a landlady. I've 
watched my low-income tenants struggle with 
the aggression of licensing laws. Those who 
take in sewing or operate day care in their 
apartments live in fear that one day the 
government will stop them from creating 
wealth without a license. What callousness to 
demand that others get our permission before 
being allowed to put food in their children's 
mouths and a roof over their heads! 

THE RICH GET RICHER WITH OM HELPI 
If the type of licensing laws described 

above hurt the disadvantaged without provid-
ing any consumer benefits, why do our legis-
latures vote for them? Sometimes home 
businesses are restricted because of the extra 
traffic they hring into a residential area. 
Except for the day-care center, however, none 
of the above examples creates extra traffic. 
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Home businesses have low overhead and 
so provide another avenue for the disadvan-
taged or part-time worker to create wealth. 
Because the overhead is low, products are 
frequently priced lower than similar items 
manufactured by skilled factory labor, giving 
consumers an option they wouldn't otherwise 
have. Although customers are pleased, factory 
workers are not. Many licensing laws are 
supported by skilled workers who want to 
keep the disadvantaged from offering to serve 
the customer better than they are willing to.16  

Does this mean that skilled workers or 
union members are selfish others who deserve 
our wrath? Not at all! Those who propose 
licensing laws have seen our willingness to 
sanction aggression-through-government for 
"a good cause." Perhaps the last time we used 
aggression, skilled workers were its victims. In 
a system of aggression, we simply take turns 
being winners or losers. Instead of cooperative 
win-win scenarios, we perpetrate a win-lose 
game in which we are constantly at each 
others' throats. 

The skilled workers do not use aggression 
themselves. Like the proverbial serpent in the 
Garden of Eden, they tempt us to practice 
aggression against our neighbors for their 
benefit. They only kindle the flames of poverty 
and strife. We choose to smother the flame by 
refusing to direct our government enforcement 
agents to do their bidding—or we fan it with 
our acquiescence. Without our consent, the 
skilled workers (and the serpentl are power-
less. The choice—and the responsibility—be-
longs to us. 

A LOSE-LOSE SITUATION 
As in all cases of aggression, everyone 

loses. As we have already noted, blacks were 
forbidden to create wealth in their own busi-
nesses after the Civil War. Those restrictions 
left them vulnerable to prejudiced employers. 
Today, the unskilled mother is similarly dis-
couraged by law from creating wealth through 



48 	 Healing Our World 

The more taws and 
restrictions there are 
the poorer people be-
come. 
—Lao-tsu 
TAO TE CHING 

child care or a home business. The would-be 
truckers and taxi drivers who cannot afford a 
license cannot work in their chosen profes-
sion. Licensing laws, coupled with the mini-
mum wage laws, frequently keep the disad-
vantaged from ever getting a start. Infinite 
wealth through innumerable Job possibilities is 
limited and made finite primarily through 
aggression-through-government. 

The Ladder of Affluence (Figure 4.1) illus-
trates this process. If our parents are on the 
upper rungs of the Ladder of Affluence, they 
probably have enough wealth to put us 
through college or professional training so that 
our first job is several rungs up on the Ladder. 
Disadvantaged individuals, however, have to 
start at the bottom and work their way up. 
Training jobs at low pay and home businesses 
are the first rungs of the Ladder. 

Minimum wage and licensing laws destroy 
the lower rungs, giving the disadvantaged less 
opportunity than ever. instead of being paid a 
low wage while getting training and experi-
ence, the disadvantaged must pay for training 
or an expensive license. Instead of having the 
opportunity to work their way up the Ladder of 
Affluence, they cannot get started. They are 
excluded from climbing the Ladder at all! If 
they wish to survive, they must rely on the 
charity of others or use aggression to wrest 
wealth from those legally permitted to create 
it. How can we claim to care for the disadvan-
taged if we are willing to put them in this 
position? 

Those who manage to get that first job in 
spite of these handicaps find that the market-
place ecosystem cannot effectively protect 
them from exploitation. For example, when 
licensing laws excluded blacks from the 
trades, these would-be entrepreneurs swelled 
the ranks of those seeking employment. Em-
ployers had the upper hand when the former 
slaves were no longer permitted to start their 
own businesses. By supporting aggression, we 
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put blacks and other disadvantaged groups at 
the mercy of prejudiced employers. The 
disadvantaged workers were sacrificed for the 
benefit of consumers who received no net 
benefit at all! 

As aggression is used to limit the creation 
of wealth by the disadvantaged and to aug-
ment the income of the advantaged, the gap 
between rich and poor widens. Since the 
disadvantaged create less wealth than they 
otherwise would, the society as a whole is 
poorer. Now we can begin to understand why 
the distribution of wealth is most even in 
countries with the highest GNP per capita 
(e.g., Switzerland and the United States)." 
Countries can decrease poverty and uneven 
wealth distribution by abandoning the aggres-
sion that restricts the creation of wealth by the 
disadv an taged . 

Many disadvantaged Europeans immigrat-
ed to the United States because aggression-
through-government in their homeland for-
bade them to create wealth for themselves and 
their loved ones. They wished to go where their 
children would not have to beg for permission 
to create wealth. Today, their descendants find 
themselves in the same trap, which they have 
helped to create by refusing to honor their 
neighbor's choice. 

This situation is tolerated, even encour-
aged, by the well-to-do in the belief that wid-
ening the gap between themselves and the 
disadvantaged makes them winners. People in 
the trades saw their incomes rise as their 
licensing laws forced blacks out of business 
after the Civil War. Licensing laws prevent 
ambitious, unskilled workers from offering 
customers a better deal than highly paid 
union members could. Aggression appears to 
serve these special interest groups well. 

However, this gain is largely an illusion as 
Figure 4.2 shows. When we took closely, we 
see that aggression is a lose-lose proposition 
for everyone! 
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Figure 4.2 The Wealth Pie 

In the absence of aggression, everyone cre-
ates goods and services, so that the Wealth Pie 
and our Piece of it (shading) is as large as it 
can be for our current level of knowledge. 

As licensing laws and minimum wage laws 
forbid the disadvantaged from creating wealth, 
the Pie shrinks accordingly. Our Piece (the 
goods and services our money can buy) is 
proportionately diminished. 

Because those who lobby for and enforce 
these laws create no new wealth themselves, 
the Pie shrinks once again, making our Piece 
smaller as well. 

As skilled workers, we may see our Piece of 
the Pie increase relative to everyone else's with 
these changes, but the absolute size of our 
Piece is smaller than it otherwise would have 
been. We cannot buy wealth that does not 
exist, no matter how much money we have 
relative to everyone else. Even with the extra 
dollars, we have much less purchasing power 
than we would have had in the absence of 
aggression. 

The enforcement agents who keep the 
disadvantaged from producing wealth produce 
none of their own. Consequently, they must 
take some of ours in the form of taxes. Our 
diminished Piece shrinks further. 

To survive, those who are not legally per-
mitted to create wealth demand that the law 
enforcement agents take some of ours—at gun-
point, if necessary—as taxes to provide welfare. 
Our Piece of the Pie shrinks accordingly. 
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130th the employed and the unemployed 
battle to control the force of law to gain an 
advantage. Each group attempts to have the 
guns of the law enforcement agents pointed at 
the other, taking turns being victims and 
aggressors. This is not brotherly love; this is 
wart The only difference between this war and 
conventional ones is that both sides take 
turns "capturing' the only weapon—the gov-
ernment. Because each side occasionally 
"wins." both have the illusion of gain. The cost 
of the weaponry of aggression (lobbying, limit-
ing the creation of wealth, supporting those 
who create no wealth) is so high that both 
sides lose in the long run. 

Hostility is created and wealth is not: other 
fallout occurs as well. Against the background 
of chronic unemployment, a belief emerges 
among the advantaged that some people are 
simply not competent enough to ensure their 
own survival. The disadvantaged, trapped by 
aggression and told that only more aggres-
sion-through-government can save them, 
begin to believe in their own impotence. While 
one segment of society justifies its aggressive 
actions on the basis of its own alleged superi-
ority, another segment cringes with loss of 
self-esteem. 

THE EASY WAY OUT 
In a society without minimum wage or 

licensing laws, disadvantaged individuals 
would not be excluded from creating wealth. 
as they are today. Opportunity for on-the-job 
training with pay would be readily available. If 
employers did not give adequate pay raises to 
individuals who performed well, the employees 
would have the option of starting their own 
businesses, possibly competing with their 
former employer. In this way, the marketplace 
ecosystem protects a worker from exploitation. 

Approximately 80% of all new jobs are 
created by small businesses:8  Destroying 
small businesses through the aggression of 
licensing laws is the fastest way to destroy 
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jobs. As small businesses are thwarted, large 
companies dominate. As jobs are destroyed, 
employers get the upper hand. As people 
become even poorer, dependence replaces self-
sufficiency. 

If small businesses were not stopped at 
gunpoint from creating goods and services, 
consumers would have more options and lower 
prices. No one would need to support en-
forcement agents, lobbyists, or the unem-
ployed. Available wealth would be increased 
greatly and everyone's piece of the pie would 
be correspondingly larger. 

If we truly wish to narrow the gap between 
rich and poor, while increasing the wealth of 
all, the most effective thing we can do is to say 
"Nol" to the aggression of minimum wage and 
licensing laws. Instead of interfering in the 
voluntary transactions of others, we simply 
honor our neighbor's choice! It's that simple! 

What do we do about those who would 
exploit or discriminate against the disadvan-
taged? When no physical force, fraud, or theft 
is involved, we simply let them reap as they 
sow. Employers who treat their employees 
poorly will lose them to the many other 
opportunities available when the marketplace 
ecosystem is free from the aggression of mini-
mum wage and licensing laws. Employees who 
stay with an unenlightened employer are 
either happy where they are or they aren't 
sure how to make a move. If we want to help 
them, we can encourage them to apply else-
where, show them how to improve their skills, 
or hire them ourselves. Such actions require 
us to get personally involved with the disad-
vantaged and to truly show our concern and 
care. Surely, action of this type bespeaks 
brotherly love more than pointing guns at 
selfish employers! 

in working with the disadvantaged in this 
way, 1 have discovered that they frequently 
prefer a steady, safe job with low pay to the 
rigors of job hunting, interviewing, and the 
uncertainties that come with a new position. 
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Some choose to accept low pay for jobs they 
are overqualified for in return for a low-stress, 
supportive environment. Those who really 
want to get ahead usually know what they 
need to do. 

A common belief in our society is that 
aggression can be used to rectify destructive 
social attitudes, such as prejudice and dis-
crimination. Many people supported minimum 
wage laws because they were supposed to 
help, rather than hurt, the disadvantaged. As 
we've seen, such aggression hurts those it was 
intended to help. 

Some licensing laws were supposed to 
protect the consumer rather than the worker 
in areas where a mistake can be life-threat-
ening, such as electrical or medical work. In 
the next chapter, well see again that aggres-
sion, as usual, harms the very people it is 
supposed to help. 



CHAPTER 5 

HARMING OUR HEALTH 

Licensing of health care services gives us the 
illusion that we are protected against selfish 
others who would defraud us. Instead, our 
aggression boomerangs back to us, costing us 
our wealth, our health, and our very Jives. 

We've tolerated, even encouraged, the 
aggression of some licensing laws. We believe 
that they protect us from selfish others who 
would otherwise give us low-quality service, 
especially when a mistake can be deadly. The 
available evidence, however, suggests that our 
aggression in the form of licensing laws hurts 
us, rather than helps. Quality is most often 
compromised, not improved, by licensing laws. 

To understand how this happens. let's 
review what we know about the impact of 
licensing laws. Licensing always lowers the 
number of service providers by imposing extra 
requirements, such as citizenship, schooling, 
monetary payments, or apprenticeship for 
those wishing to create wealth. In the previous 
chapter. we saw how licensing limited the 
number of taxi drivers and home child-care 
providers while increasing the prices charged 
by those still legally permitted to create wealth 
in those professions. Studies show that when-
ever the number of service providers goes 
down, more people, especially the disadvan-
taged, either do without the service or do it 
themselves. For example, when the number of 
plumbers decreases because of licensing laws. 
retail sales of plumbing parts go up as people 
attempt to make their own repairs. Dental 
hygiene is poorer in states with the most 
restrictive licensing requirements for dentists, 
because fewer people can afford regular check-
ups. For the same reason, the incidence of 
blindness increases in areas with the most 
stringent licensing for optometrists. Accidental 

...mainly the research 
refutes the claim that 
licensing protects the 
public. 

—Stanley Gross 
Professor of 
Psychology, 

Indiana State 
University 

...most of the evidence 
suggests that licensing 
has, at best, a neutral 
effect on quality and 
may even cause harm 
to the consumers. 

—S. David Young 
RULE OF EXPERTS 
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The higher entry stan-
dards imposed by li-
censing laws reduce 
the supply of profes-
sional services....The 
poor are net losers, 
because the availabil-
ity of low-cost service 
has been reduced. In 
essence, the poor sub-
sidize the Information 
research costs of the 
rich. 
—S. David Young 
THE RULE OF EXPERTS 

electrocutions go up when licensing require-
ments for electricians increase.' Licensing 
laws intended to protect us can—and do—kill. 

By limiting availability, licensing laws 
lower the overall amount of quality service 
delivered. The negative impact of decreasing 
availability far outweighs any increase in 
quality that may occur, as the above studies 
indicate. Evidently, few people attempt to do 
work for which they are totally unqualified. 
Licensing laws prevent many more people who 
have some qualifications from performing 
simple services at affordable prices. The ob-
servation that licensing laws lower the overall 
quality of services delivered takes on a very 
personal meaning when we realize that one of 
the most highly regulated (licensed) sectors of 
our economy is the health care network. 

For most of us, state-of-the-art knowledge 
of how to stay well and get well will be the 
primary factor in determining how long and 
how well we live. Licensing limits the avail-
ability of a service, thereby lowering the overall 
quality delivered. Thus, we would expect our 
health care to be of substantially lower quality 
than it could be in the marketplace ecosystem 
undisturbed by our aggression. Let's examine 
two major aspects of health care regulation—
licensing of physicians and pharmaceuticals—
to see if we have chosen a cure that is worse 
than the disease. 

THE MARKETPLACE ECOSYSTEM: HON-
ORING OUR NEIGHBOR'S CHOICE 

In the mid-1800s. doctors learned their 
profession in medical schools, by apprenticing 
with another practitioner, and/or by develop-
ing their own therapies.2  Many individuals 
limited their practice to specific areas, such as 
midwifery, preparation of herbal remedies for 
common ailments, or suture of superficial 
wounds. This diversity in the training and type 
of practice encouraged innovation and allowed 
individuals to patronize the health care pro-
vider who seemed best suited to both their 
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needs and their pocketbooks. Good healers 
were recommended by their clients, while 
those unable to help their patients soon found 
themselves shunned. Physicians reaped as 
they sowed. The patients voted with their 
dollars, thereby regulating the quality of 
health care. The customer was king. 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 
Lowering Quality 

As long as health care providers did not lie 
about their qualifications and past successes. 
the marketplace ecosystem evolved a natural 
balance. Some individuals, however, misrepre-
sented their skills to attract patients. By lying 
about their expertise, they disrupted the 
marketplace ecosystem with the aggression of 
fraud. Patients who entrusted themselves to 
such individuals sometimes risked their very 
lives. 

Americans were in a quandary. They 
wished to continue to honor their neighbor's 
choice but didn't know how to deter aggres-
sors. Had they understood the other piece of 
the puzzle--the power of having aggressors 
compensate their victims—as described in 
Chapter 13 (The Other Piece of the Puzzle), the 
balance of the marketplace ecosystem would 
have been rapidly restored. 

Unfortunately, even today the powerful 
impact of this second principle of non-aggres-
sion is not recognized or understood. In Part 
III (As We Forgive Those Who Trespass Against 
Us: How We Create Strife in a World of Harmo-
ny), well learn more about this principle and 
how its application would have defused the 
practice of medical fraud. For now, however. 
let's focus on the high price Americans paid by 
choosing to fight aggression by becoming ag-
gressors themselves. 

By the early 1900s, every state had agreed 
to the aggression of physician licensing. To 
obtain a license, healers had to meet the 
requirements of the licensing board. Without 
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permission to practice, they would be stop-
ped—at gunpoint, if necessary—from treating 
patients who stiii wanted their services. If our 
neighbors didn't choose as the licensing board 
did, their choices would no longer be honored, 
even if the unlicensed healer could cure there 
The consumer was no longer king: the licens-
ing boards were. 

The licensing boards in each state soon 
began refusing licenses to health professionals 
who had not been trained at one of the "ap-
proved" medical schools. Only half of the 
existing medical schools were approved, so 
most of the others had to close their doors by 
1920.4  By 1932, almost half the medical 
school applicants had to be turned away.6  
Those who apprenticed, went to unapproved 
schools, or developed their own therapies were 
stopped—at gunpoint, if necessary—from 
healing.6  As a result, the number of medical 
doctors per 100,000 people dropped from 157 
in 1900 to 125 by 1929.7  Specialists, such as 
midwives, were usually forbidden to practice 
unless they had a full-fledged medical degree.8  

As medical knowledge expanded, a smaller 
number of physicians were available 10 per-
form an ever-widening range of services, so 
that the shortage created by licensing became 
even more pronounced. Just as more people 
die of electrocution when licensing require-
ments restrict the number of electricians, the 
decreased number of physicians in the early 
part of this century almost certainly resulted 
in poorer health care, especially for the disad-
vantaged.9  Until 1970, the physician to popu-
lation ratio remained below what it had been 
in the early 1900sI7  By 1985, this figure had 
risen to 230 per i00,000,10  but the time re-
quired for each patient had dramatically 
increased as well because of a more extensive 
array of procedures, preventative annual 
physicals, and more involved diagnostic pro-
cedures. Naturally, with more work and fewer 
physicians, the price of medical care soared. 
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One measure of the doctor shortage is the 
average work week, estimated at 60 hours for 
practicing physicians and 80 hours for those 
in training." Because of their fewer numbers, 
physicians today tend to see a whirlwind of 
patients in their long working hours. A trans-
plant surgeon with whom I was collaborating 
once asked why I had elected research instead 
of medicine. My reply, only half-joking, was 
that I was unable to function competently 
after 48 hours without sleep. He admitted in 
all seriousness that one needed such an 
ability to get through hospital training and to 
practice in the more demanding specialties 
such as his own. 

Such a long workweek can result in seri-
ous oversights. My own mother, in her late 
fifties, went to her doctor with a small breast 
lump. The doctor, although aware that five of 
her relatives had died of cancer, did not even 
order a mammogram. Embarrassed by the 
professional brushoff, my mother did not 
confide in anyone until the tumor was unmis-
takable—and had just begun to metastasize 
(spread). A few short years later, my mother 
drew her last breath. 

The saddest part of this story is that it is 
not unique. My mother's best friend and my 
own ex-mother-in-law had almost identical 
experiences and met the same premature fate. 
Another friend survived a rapidly growing oral 
cancer only because his dentist insisted on its 
removal in spite of his physician's advice to 
"wait and see." 

Only heart disease kills more Americans 
than cancer.'2  Any practicing physician can 
certainly identify it if he or she takes the time 
and trouble to investigate. Were the doctors 
whom my family and friends visited just too 
harried to provide that care? is physician 
overwork causing major medical mistakes? 

Some Californians think so. In 1990, they 
attempted to pass a law stopping the hospital 
physician—at gunpoint, if necessary—from 
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working longer than 80 hours a week!13  More 
aggression is not the answer, however. 

Inhibiting Innovation 
Shortages and erratic care are only the tip 

of the proverbial iceberg. Quality care is com-
promised in ways other than restricting the 
number of physicians. By determining who 
can practice, the M.D.-dominated licensing 
boards define what constitutes legitimate 
medicine. In 1938, students of homeopathic, 
osteopathic, and chiropractic medical schools 
could no longer qualify for licensing as medical 
doctors." Hospitals or medical schools that 
dared to employ them risked losing their ap-
proved status. Since licensing required intern-
ship from an approved hospital, loss of this 
status caused loss of students and interns 
necessary to run the hospital.'' M.D.s who 
associated with the "cultists," shared facilities 
with them, or referred patients to them would 
be judged "unethical," thereby risking their 
own professional standing.16  Relying on the 
advice of licensed M.D.s, insurance companies 
sometimes denied reimbursements to alterna-
tive practitioners. making their service much 
less affordable.17 Alternative practitioners were 
frequently denied other privileges as weIl.'9  So 
blatant were these discriminatory practices 
that in 1987 the American Medical Association 
{AMA) was found guilty under the antitrust 
laws of having "conspired to destroy the pro-
fession of chiropractic in the United States' by 
using the political power afforded them by 
licensing laws. '9  

Were we being protected from "quacks' by 
licensing laws that suppressed alternative 
therapies? My own experience suggests just 
the opposite. After suffering back pain for 
several years and having several M.D.s advise 
me to take muscle relaxants and live with the 
discomfort, a coworker recommended an os-
teopath who had helped him with a similar 
problem. My spine had been locked in an 
unnatural position, probably as a result of an 
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accident that had occurred some years before. 
The osteopath was able to relieve the tension 
with a gentle adjustment. Although spinal 
manipulation used to be common practice 
among osteopaths, the chiropractors do most 
of it today. When my osteopath retired. he 
turned over his practice to a chiropractor. 
When an automobile injury resulted in whip-
lash some time later, I was very grateful to 
have this alternative therapy. 

Several studies of workers' compensation 
records have indicated that chiropractic can 
be superior to medical treatment with respect 
to lost work time and expense of care for 
certain types of injury.2Q  Chiroprac tic manipu-
lation, like surgery and drug therapy, is an 
important medical specialty. 

Evidently, the M.D.s have belatedly come 
to the same conclusion. Some physicians are 
beginning to learn and practice the spinal 
manipulation techniques developed by alter-
native practitioners.21  In the 1960s, osteopaths 
were once again permitted to practice in ap-
proved hospitals,22  possibly because the M.D.s 
had fled to the lucrative medical specialties, 
leaving a lack of general practitioners.23  With 
such tacit admissions that these alternative 
specialties have a place in medical practice, 
one wonders how many people suffered need-
lessly over the past 75 years because licensing 
laws have suppressed alternative therapies. 

The suppression of different medical prac-
tices by licensing laws can be overt, as with 
the osteopathic and chiropractic professions 
described above. The subtle suppression of 
new therapies may be even more devastating, 
however. 

The role of nutrition in health and disease 
is a good illustration. After 20 years in medical 
research, seeking causes and cures, I've seen 
how difficult it is to give laboratory animals 
our most troublesome diseases. For example, 
when studying the protective effects of prosta-
glandins on alcoholic liver disease, an M.D. 
collaborator suggested that we use a diet 
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...restricting the prac-
tice of what is called 
medicine and confin-
ing it... to a particular 
group, who in the main 
have to conform to the 
prevailing orthodoxy, 
is certain to reduce the 
amount of experimen-
tation that goes on and 
hence to reduce the 
rate of growth and 
knowledge in the area. 
—Milton Friedman 

Nobel Prize winner, 
Economics 

... by proper orthomole-
cular measures, most-
ly nutritional, it is 
possible for people to 
extend the length of 
the period of both life 
and well-being by a-
bout 25 years. 
—Linus Pauling 
Nobel Prize winner, 
Chemistry 

deficient in key nutrients to produce a similar 
syndrome in rats.24  A great deal of evidence 
suggests that alcohol damages the liver by 
inducing nutritional deficiencies.25  Most of our 
peers, however, believed that a single study 
had conclusively shown that baboons fed a 
supposedly adequate diet could still develop 
liver damage when given alcohol.26  The control 
animals gained weight during the years of the 
study, while the baboons getting alcohol did 
not. Nevertheless. few physician-researchers 
realized that the failure of the baboons to 
thrive suggested that the diet was not ade-
quate. The laboratory that performed this 
study demonstrated many years later that 
lecithin, a component of many foodstuffs, was 
able to partially prevent the alcohol-induced 
damage and maintain normal weight!27  

Such minimal awareness of nutritional 
basics is probably due to the poor training 
doctors receive in this area. Indeed, in 1990. 
only 34 of the accredited medical schools 
required a course devoted exclusively to nutri-
tion.28  Cardiovascular disease, which kills 
more people in the United States than any 
other ailment, is thought to be intimately 
linked with diet and lifestyle. We obviously 
need more doctors trained in nutrition, but 
licensing laws have prevented us from having 
significant choices other than those the medi-
cal monopoly lets us have. 

The damage done by licensing laws is 
augmented further by the aggression of taxa-
tion, which is used to provide funding for 
medical research. Instead of allowing individ-
uals to target the wealth they create toward 
the medical research that appeals to them, we 
have directed our government enforcement 
agents to confiscate it—at gunpoint, if neces-
sary—in the form of taxes. Research proposals 
are evaluated by committees composed of 
established scientists and physicians. 

Having served on such committees, 1 have 
seen why innovative ideas that do not fit 
mainstream thinking never get funded. Each 
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evaluator gives the proposal a score; even a 
single low rating is enough to prevent funding. 
Research In osteopathy or chiropractic, there-
fore, receives little funding. Research in thera-
peutic nutrition is also severely limited. Even 
Linus Pauling, winner of the Nobel Prize for 
chemistry and for peace, has had difficulty 
obtaining federal funding for his research on 
the use of Vitamin C to treat cancer." 

Medicine is not as definitive as most peo-
ple think_ Less than 25% of medical proce-
dures have been demonstrated to be useful in 
controlled clinical trials.30  Such trials are 
time-consuming and expensive, and physi-
cians are hesitant to withhold any therapy 
that might be beneficial just for the study's 
sake. This is why surgery involving coronary 
bypass, the most frequently performed major 
surgery in the United States, has only recently 
been shown to be worthwhile, and then only in 
a select group of heart patients.3' As a result, 
many people over the years have undergone 
needless pain, expense, and risk by having an 
unnecessary bypass. 

To some extent this situation is unavoid-
able, since rigorous proof of a procedure's 
efficacy takes time, which some patients do 
not have. However, through the licensing 
process, certain types of unproven procedures 
(e.g., surgery) are permitted, while others are 
arbitrarily banned as quackery. Such unsci-
entific selection has often led to the comical 
situation of yesterday's quackery becoming 
tomorrow's cure! 

Medicine is still in its infancy; there is 
much that we do not know. Like it or not, we 
are human guinea pigs for medical doctors 
and alternative practitioners alike. The ag-
gression of licensing laws limits our options 
without protecting us from unproven cures. 

HISTORY REPEATS ITSELF AS THE RICH 
GET RICHER WITH OUR HELP! 

The dangers of licensing laws were well 
known to our ancestors who left Europe and 

Phony "youth cures" ... 
tnclude products to 
soften the skin, to 
"make the person feel 
young again," to re-
move brown spots and 
cellulite. Of course, 
there is no product 
that will work in this 
way any more than 
there N a product 
known to medical 
science that retards 
baldness or helps 
grow hair back on a 
bald scalp. 

—CONGRESSIONAL 
REPORT ON QUACKERY. 

1982 

Upjohn has introduced 
Rogaine...as the first 
prescription medication 
proven effective for 
male pattern bald-
ness." 

—Scrip, 1986 
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...state 	licensing 
boards, particularlyfor 
medicine, but also for 
other professions, have 
instead become first 
and foremost devices 
for protecting the mo-
nopolistic position of 
the professionals. 
—Marie Haus 
REGULATING THE 
PROFESSIONS 

...an oversupply of 
doctors 	threatens.... 
perhaps there is need 
for professional birth 
control. 
—JoilmaLDLti.e._. 
Anierican_ALLeslical 
Association, 1932 

its guild-style licensing system to settle in 
America. the "land of the free" (i.e.. "free" from 
aggression). Licensing of doctors evolved in the 
early years of the United States, but was 
abandoned in the mid-1800s. Licensing had 
been found to exclude competent healers, 
hinder the development of alternative thera-
pies (e.g., herbal medicine), create a monopoly 
of established practices (e.g., bleeding!), and 
retard innovative research.32  Isn't this remi-
niscent of the above description of today's 
medicine? If history clearly repeats itself with 
the aggression of licensing laws, why were 
they instituted once again in the twentieth 
century? 

Licensing of physicians was largely a result 
of lobbying by the AMA. This is not at all un-
usual: licensing laws are usually requested, 
not by consumers complaining about the 
quality of service, but by the professionals 
themselves! Indeed, professional organizations 
are frequently founded with the sole purpose 
of lobbying for licensing laws." 

Why would service providers desire licens-
ing laws designed to regulate them? Legisla-
tors turn to established service providers to 
determine what requirements new entrants 
must satisfy. Not surprisingly, the established 
practitioners suggest giving licenses to those 
already in practice, setting high standards for 
new entrants, and denying approval to practi-
tioners who use different techniques from 
theirs. Most physicians supported such mea-
sures in the belief that the quality of health 
care would be improved. After all, the surgical 
and pharmaceutical therapies of modern 
medicine have indeed contributed to the 25-
year increase in life expectancy gained in this 
century." Nevertheless, some of the AMA 
leadership appeared to be well aware that 
fewer physicians meant higher income for 
those allowed to practice." Evidence suggests 
that the pass-fail rate of qualifying examina-
tions may even be adjusted by the licensing 
boards to keep numbers of service providers 
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(including physicians) low.36  Choice is dimin-
ished, and fees rise accordingly. 

Since the AMA controls the licensing 
boards, it can influence the behavior of prac-
ticing physicians by threatening to revoke 
their licenses. Medical doctors giving dis-
counts have been censured by the AMA to 
keep physicians' incomes high.37  When acu-
puncture was introduced into the United 
States, the AMA attempted to restrict its use to 
licensed medical doctors." Other practices 
that are just as adequately and more econom-
ically performed by paraprofessionals have 
been grounds for turf battles." 

Should we then blame the negative effects 
of physician licensing on those selfish others 
who set AMA policy? Of course not! The AMA 
leaders simply observed our willingness to use 
aggression-through-government for a good 
cause. Perhaps the last time we used aggres-
sion. the M.D.s were the victims. Like the 
serpent in the proverbial Garden of Eden, the 
AMA tempted us to use aggression against our 
neighbors. They only provided us with the 
spark—the suggestion—of aggression. We fan-
ned the flame into a raging inferno by in-
structing our government to enforce the deci-
sions of the AMA-dominated licensing board. 
We were ready to deny our neighbor George 
access to the medical service of his choice 
because of our belief that better service for 
ourselves would result. We were content to 
have practitioners who did not follow the 
dictates of the licensing boards labeled as 
quacks even if their clients wanted their par-
ticular mode of healing. We yielded to the 
temptation to benefit ourselves by initiating 
force against others. The responsibility belongs 
to us. 

THE POOR GET POORER: DISCRIMINA-
TION AGAINST THE DISADVANTAGED 

As usual, the poor suffer most from the 
aggression of licensing laws. Indeed, one of the 
concerns of those who spoke against it was 

As you increase the 
cost of the license to 
practice medicine, you 
increase the price at 
which the medical ser-
vice must be sold and 
you correspondingly 
decrease the number 
of people who can af-
ford to buy the service. 
—William Allen Pusey 
AMA President. 1927 
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The proportion and 
absolute number of 
women physicians 
was greater in 1910 
than in 1950. 
—Stanley J. Gross 
Professor of 
Psychology, 
Indiana State 

...the study of medical 
history indicates that 
quacks flourish when-
ever physicians are 
scarce or when their 
remedies are ineffec-
tive. Licensing laws 
may actually worsen 
this problem by artyl-
cially restricting the 
supply ofpractitioners. 
—S. David Young 
THE RULE OF EXPERTS 

that the poor would be deprived of medical 
care altogether as costs increased. Rural 
areas, which could no longer support a full-
time physician, were abandoned.9  The would-
be practitioner coming from a disadvantaged 
background was also penalized. In 191❑. there 
were seven medical schools specializing in 
training black physicians. By 1944. only two 
had survived.40  Women were excluded from the 
medical profession in the same manner. 

Most medical schools that catered to the 
working class by providing flexible training 
regimens. such as night school and appren-
ticeship. were closed.'" Without the ability to 
work while they trained, aspiring physicians 
from the lower classes found themselves 
unable to afford the schooling or the time. 

A LOSE-LOSE SITUATION 
As usual, we reap as we sow. Licensing 

laws for physicians operate in much the same 
way that other licensing laws do. Those privi-
leged to create wealth as physicians command 
higher prices than they otherwise would. The 
disadvantaged. less able to pay for medical 
care, take their turn as aggressors. They 
instruct the government enforcement agents to 
take wealth from the advantaged--at gunpoint, 
if necessary—to pay for their health care. The 
enforcement agents create no new wealth, so 
they must also take enough wealth from us for 
their support as well. Our piece of the Wealth 
Pie shrinks further. 

Although the plight of the poor is most 
visible, the aggression of medical licensing 
laws hurts everyone. The greatest loss—the 
creation of wealth by economical, accessible, 
innovative medicai therapies—is an invisible 
one. When we watch our loved ones die from 
"incurable" diseases, we pay dearly because of 
our refusal to honor our neighbor's choice! 

THE EASY WAY OUT 
To expand our options for medical care, we 

need only to say "No!" to the aggression of 
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licensing laws. We would then be faced with 
another concern: how would we evaluate the 
competence of our physicians or surgeons 
before placing our life in their hands? 

Quality practitioners of many professions 
have realized that people will do without a 
service if they can't readily evaluate it, espe-
cially if a poor choice is associated with a high 
risk of injury. Therefore, enlightened service 
providers often seek voluntary certification or 
a "Seal of Approval" from a professional or 
consumers' organization. For example, the 
AMA might rate practitioners by a variety of 
criteria, giving "certification" or ratings to 
those who met their standards. If their ratings 
are appropriate, consumers will turn to them 
for guidance. Professionals seeking certifica-
tion would happily pay a hefty fee for a certifi-
cation that meant more business. The AMA 
would profit when it expanded, rather than 
limited, its membership! Truly, its a win-win 
world! 

However, the AMA would have to be careful 
not to certify carelessly. Otherwise, consumers 
would no longer give it credence, and profes-
sionals would seek another certifying organi-
zation that consumers trusted. 

This natural regulation by the marketplace 
ecosystem increases the number of service 
providers in areas that use certification when 
compared to places without certification or 
with the aggression of licensing laws.' Since 
the number of practitioners appears to be the 
primary determinant of how much quality 
service is actually delivered, voluntary certifi-
cation should increase the availability of 
quality health care. Even if this were the only 
benefit derived from abandoning the aggres-
sion of licensing laws, our national health 
would be greatly enhanced. However, more 
quality care is only the beginning. 

The skyrocketing costs of health care 
would plummet without the aggression of 
licensing. Today, health care professionals 
spend much of their time involved in activities 

Certylcatian provides 
all the information of 
licensure while offering 
a wider choice set. 

—Keith B. Leffler 
Journal of Law &  

Economics 
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that fail to use their skills fully. For example, 
numerous studies have shown that nurses 
and other non-physicians are able to diagnose 
and treat common conditions as competently 
as licensed medical doctors 92  The fees charged 
by these non-physician professionals would be 
more than they receive today, but less than 
those charged by a physician today. 

Pediatric nurses, for example, are able to 
give proper medical care to approximately 
two-thirds of all childhood cases, referring the 
remainder to physicians." Nurses and other 
non-physician medical personnel can compe-
tently decide whether a respiratory ailment is 
a cold, an infection, or a more serious problem 
that needs a doctor's attention." Nurses and 
other medical personnel could economically 
run clinics to monitor blood pressure, serum 
cholesterol, and glucose tolerance and could 
provide feedback to patients as they alter their 
lifestyles. Even minor surgery, such as sutur-
ing superficial wounds, can be competently 
performed by trained non-physicians. 

As an undergraduate, I met a man recently 
back from Vietnam who hoped to go to medical 
school once he graduated from college. Be-
cause the army never had enough physicians 
available for the large numbers of wounded, he 
often found himself performing emergency 
surgery in an attempt to save soldiers other-
wise doomed to bleed to death. This individual 
was obviously quite capable of creating wealth 
by assisting in a hospital operating or emer-
gency room, or by suturing superficial 
wounds. However, until he completed medical 
school, he was unable to use the skills he had. 
Many veterinary or laboratory personnel are 
competent surgeons but are currently forbid-
den by law to perform even the simplest pro-
cedures on people. 

If these skilled tndivlduals were able to 
assist surgeons or treat uncomplicated cases, 
the cost of routine medical care would go 
down. Lower cost would make health care 
more accessible, especially to the poor, thereby 
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increasing the overall amount of quality care 
delivered. Quality would be maintained, be-
cause less skilled practitioners could refer 
difficult cases to those with more training. 
Instead of being overburdened with routine 
care, medical doctors could focus on pushing 
back the frontiers of medicine. They could still 
enjoy hefty fees for state-of-the-art medical 
skills, while routine medical services would be 
provided more economically by non-physician 
practitioners. 

Hospitals and medical centers could hire 
individuals for their skills, regardless of where. 
when, and how they received their education. 
Training for medical practitioners of all kinds 
would be as diverse as potential job niches. 
individuals could once again apprentice, 
attend part-time medical schools, or develop 
their own therapies. 

Not only would traditional care become 
more readily available at a lower cost, but new 
paradigms of healing would be readily avail-
able. People whose conditions warranted 
treatment by a non-traditional medical practi-
tioner would be able to accept the risks and 
benefits of doing so. Such individuals would 
voluntarily provide a valuable service to us all 
as they helped to determine the value of each 
new treatment. 

Such people might be putting themselves 
at risk as they try new therapies. However, we 
all acknowledge that life is not risk free. Be-
tween 40,000 to 50,000 people are killed each 
year in automobile accidents,12  yet we do not 
outlaw driving. Everyone decides whether the 
benefits of driving outweigh the risks. We 
should honor our neighbor's choice of new 
medical therapies as well 

By saying "No!" to the aggression of licens-
ing laws, we increase the overall health care 
quality by increasing availability, decreasing 
price, encouraging innovation, and allowing 
full use of each individual's skills. How we 
benefit when we honor our neighbor's choice! 
It's truly a win-win world! 



70 	 Healing Our World 

The benefits of health care deregulation 
could be sabotaged by the aggression of fraud. 
Practitioners who attempt to deceive patients 
by making false claims of certification or 
qualifications perturb the natural balance of 
the marketplace ecosystem. just as surely as 
aggress ion-through-governm en t does. Chap-
ter 13 (The Other Piece of the Puzzle) explains 
how to deal effectively with aggressors without 
becoming aggressors ourselves. Well see how 
the second principle of non-aggression, right-
ing our wrongs, restores the balance while 
rehabilitating and, more importantly, deterring 
aggressors. Before examining this concept in 
detail, however, more exploration of our ag-
gression is in order. 

In the next chapter, as we explore the 
harm done by licensing products instead of 
people, well find that we can measure the 
costs in thousands upon thousands of lives! 































CHAPTER 7 

CREATING MONOPOLIES THAT CONTROL US 

Most monopolies are not created by selfish 
others, but by our own aggression. 

In the last few chapters, we've seen how 
the aggression of licensing laws restricts the 
number of service providers. The disadvan-
taged individual, no longer able to get medical 
training through night school or apprentice-
ship, finds obtaining a medical license ardu-
ous. if not impossible. Small pharmaceutical 
firms find it increasingly difficult to meet the 
costs of FDA requirements. Well-to-do indi-
viduals and businesses move toward a mo-
nopoly on wealth creation. 

This aggression-through-government has 
other fallout too. The rich not only get richer, 
they also have more power over our choices 
—and our lives. In trying to control selfish 
others, we find ourselves controlled by those 
hired to protect us! Like a fly caught in the 
spider's web, further aggression only entraps 
us more. 

THE PYRAMID OF POWER 
This concept is graphically illustrated by 

the Pyramid of Power (Figure 7.1). In the 
absence of aggression, the Base of the Pyramid 
is as broad and wide as our choice of goods 
and services. Our cost is low when aggression 
is absent. In addition, when we honor our 
neighbor's choice. its more difficult for any 
one person or group to dictate our choices. 

When we add a layer of aggression in the 
form of licensing laws or regulations, some 
goods and services are outlawed by the licens-
ing agencies. As a result, First Layer goods and 
services are not as broad and wide as the 
Base. Prices go up as availability goes down. 
Consumers' choices are limited to licensed 
items or those they can provide themselves. 
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First Layer aggression, described in the previ-
ous two chapters, gives the AMA and FDA 
control of our health care options. When we 
are ill, they literally have the power of life and 
death over us. 

Licensing is exclusive when all but a single 
monopoly provider is stopped—at gunpoint, if 
necessary—from serving consumers. When 
this Second Layer of aggression is added to the 
First, costs go up further as the choice of 
goods and services becomes even narrower. 
Consumers must buy the monopoly service, do 
without, or provide their own. Utilities are the 
most common example of Second Layer ag-
gression. Later in this chapter, we'll see how 
giving utilities an exclusive monopoly has 
created our energy dependency. With every 
layer of aggression, those privileged by the 
licensing laws gain more control over our 
choices. 

A Third Layer of aggression is added to the 
Pyramid when those people who don't use the 
Second Layer monopoly service are forced—at 
gunpoint, if necessary—to subsidize those who 
do. Usually, such services are provided by a 
government department rather than a private 
firm. Part of their cost is subsidized by the 
taxpayer. Public services usually cost twice as 
much as those provided by a private firm, for 
reasons we'll explore shortly. Even if consum-
ers choose to do without or provide their own 
service, they must still subsidize the mono-
poly! The most devastating effect of Third 
Layer aggression, its environmental impact, is 
detailed in the next chapter. 

The Fourth Layer of aggression is added to 
the Pyramid when consumers are forced—at 
gunpoint, if necessary—to use the subsidized 
monopoly service. Doing without or providing 
their own is no longer an option. With every 
layer of aggression, consumers have fewer 
choices until finally they have no choice at alit 
Chapters 9 (Banking on Aggression) and 10 
(Learning Lessons Our Schools Can't Teach) 
show how our desire to control others creates 

Monopoly: A right 
granted by a govern-
ment, giving exclusive 
control over a specified 
commercial activity to 
a single party. 

—AMERICAN HERITAGE 

DICTIONARY. 1982 

Bureaucratic Rule of 
Two: Removal of an 
activity from the pri-
vate to the public sec-
tor will double its unit 
cost of production. 

—Thomas 
Borcherding 

BUDGETS AND 
BUREAUCRATS: 

THE SOURCES OF 
GOVERNMENT GROWTH 
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the Pyramid of Power, giving others control 
over every aspect of our lives! 

Aggression-through-government is the tool 
through which each successive layer of ag-
gression is added. That's why Ralph Nader and 
his associates refer to government as "Uncle 
Sam, the Monopoly Man."' This contrasts with 
the popular belief that the free market creates 
and sustains monopolies. Lets take a look at 
history and examine this belief further. 

We must ever remem-
ber we are refining oil 
for the poor man and 
he must have it cheap 
and good. 
—John D. Rockefeller 

...the richest people M 
the world are those 
who've done best at 
pleasing others, espe-
cially the common mart 
....Henry Ford became 
richer than Bentley; 
Ford made cars for the 
common man.... The 
pursuit of profits is the 
activity most consis-
tent with human 
needs. 
—Walter Williams 
ALL IT TAKES IS GUTS 

THE MARKETPLACE ECOSYSTEM: HON-
ORING OUR NEIGHBOR'S CHOICE 

Occasionally, consumers vote with their 
dollars to give their business almost exclu-
sively to one service provider. John D. Rocke-
feller, for example, through efficiency and 
innovation, helped lower the price of kerosene 
from $0.58 to $0.08 per gallon between 1865 
and 1885.2  His workers were loyal, hard 
working, and well paid; Rockefeller, an en-
lightened employer, was one of the first to 
initiate a retirement plan.3  Because he shared 
the jointly created wealth with his workers, 
they were highly motivated. Standard Oil 
scientists developed better refining methods 
(e.g.,"cracking")4; found a way to use culrn, a 
by-product of coal mining, for fuel:5  and 
learned how to purify oil contaminated with 
sulfur.6  Before these developments, only the 
well-to-do could afford the expensive candles 
or whale oil for nighttime illumination. With 
these innovations, kerosene, for a penny per 
hour, transformed evening activities for Amer-
icans of more limited means.' Americans voted 
with their dollars to make Rockefeller's Stan-
dard Oil their kerosene provider; by 1879, it 
had 90% of the refining business!' 

In spite of its prominence, Standard Oil 
was unable to raise prices without encourag-
ing fledgling competitors to lure customers 
away by selling for less, The marketplace 
ecosystem, free from the aggression of licens-
ing laws, protected the consumer from being 
overcharged. Rockefeller tried to organize 
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pendent oil refiners to keep the price of oil 
high9  in much the same way that Southern 
landowners had colluded to pay slave wages to 
blacks after the Civil War. Just as some land-
owners found they could profit by paying their 
workers a little more than anyone else, refiners 
who lowered their prices were able to attract 
more business. Without the help of govern-
ment enforcement to make the oil refiners 
cooperate, Rockefeller found that the market-
place ecosystem. when free from aggression, 
regulated his attempts to exploit his custom-
ers. 

Having failed to fix prices, Rockefeller tried 
to buy out his competitors. Since he did not 
have the help of government to force them to 
sell, he had to make them an offer they would 
not refuse. 

Encouraged by Rockefeller's story of rags 
to riches, young hopefuls tried to gain part of 
the giant's market share by offering to take 
less profit so customers would be attracted by 
their lower prices. Naturally, many consumers 
were willing to take a chance on a new refiner 
that offered them a better deal than Standard 
Oil would. 

Barely four years after attaining 90$ of the 
market. Standard Oil's competitors had dou-
bled their volume.9  In 1884, almost 100 refin-
eries were processing 23% of the crude.'°  Com-
petition also began to stiffen on the interna-
tional front. In 1882, Standard refined 85% of 
the world's oil; by 1888. Russian oil had cut 
Standard's world market share to 53% 

In the early 1900s, natural gas also began 
to be used as a substitute for kerosene.12  
Without the aggression of licensing laws to 
prevent competition and innovation. Rocke-
feller could keep his monopoly only as long as 
he served consumers better than anyone else. 
Obviously, few companies can accomplish this 
feat for extended periods of time. 

Of course, being large gave Rockefeller 
certain advantages. The railroads gave Rocke-
feller special shipping rates because of the 
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...economists have long 
known that business 
(that is, non-govern-
mental) monopolies are 
short -liven. 
—Peter Drucker 
iNNOVATION AND 
ENTREPRENEURSHIP 

volume and steadiness of his business. Al-
though his competitors objected. the railroads 
offered the same discounts to any other firm 
who could give them as much business." No 
other companies could match the volume of 
Standard or get the discount. 

Price wars to undersell competitors were 
also easier for the industry giant. They were 
not entirely successful, however. Rockefeller 
stopped letting the public know when he 
acquired an independent firm. since some 
consumers had begun to shun Standard Oil 
because they did not wish to further the 
mammoth's influence.14  

Without permission from the American 
citizenry to use law enforcement agents to stop 
his competitors—at gunpoint, if necessary—
Rockefeller was unable to maintain his mo-
nopoly—even if he practiced deception. By 
1911, Standard refined only 64% of the avail-
able petroleum in contrast to the 90% it refined 
32 years earlier. The competition included 
Gulf, Texaco, Union, Pure, and Shell.' 5  More 
and more consumers turned to natural gas 
and electricity. The marketplace ecosystem, 
free from the aggression of licensing laws. 
ensured that Rockefeller could keep his mo-
nopoly only as long as he could serve consum-
ers best. Like other natural ecosystems, the 
marketplace ecosystem is self-regulating. 

The antitrust conviction in 1911 against 
Standard Oil, paid for with our tax dollars, was 
rather redundant. Consumers had already 
chosen to give a large share of their business 
to other firms with new technologies. possibly 
in response to Rockefeller's own unsavory 
tactics. 

As Rockefeller's monopoly rose and fell, 
Bell Telephone, which eventually evolved into 
AT&T. learned a lesson from Standard Oil. 
Instead of trying to serve consumers best, Bell 
asked American consumers to use aggression 
against its competitors. 

Before 1894, Bell Telephone's patents 
protected it from competition by other firms. 
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its growth averaged 16% per year annual 
profits approached 40% of its capital.'6  Bell 
catered primarily to the business sector and 
the wealthy. When the patents expired, other 
companies began providing affordable tele-
phone service to the middle class and rural 
areas,' The independents charged less since 
customers could call only those serviced by the 
same company. Consumers were evidently 
pleased to make such a tradeoff; by 1907, 
some 20,000 independents controlled half of 
all the new telephone installations. The num-
ber of phones zoomed from 266,000 in 1893 to 
6.1 million in 1907. The independents match-
ed Bell's monopoly market share in 14 short 
years.) 618  

Competition from the independents had 
caused annual Bell profits to plummet from 
40% to 8%16  as many consumers chose the 
independents who served them best. The 
marketplace ecosystem was again protecting 
consumers from monopoly profits. 

As telephones went from a curiosity to a 
standard household utility, the independents 
began developing a plan for sharing each 
other's lines to avoid duplication and to in-
crease the number of phones each customer 
could caI1.19  The marketplace ecosystem was 
again working to promote cooperation for the 
benefit of the consumer, without aggression. 
Service providers voluntarily sought to give the 
customer better service because they would, in 
turn, be rewarded by more business and the 
positive feedback of profit. 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 
The Big Get Bigger 

Theodore Vail. Bell's new chairman, was 
determined to regain a monopoly market. He 
asked Americans to use the aggression of 
exclusive licensing against the independents 
that had served them so well. He claimed that 
competition caused duplication and penalized 
the customer (i.e., telephone service was a 

It has been in periods 
of untidy, tumultuous 
competition that prod-
ucts have been de-
mocratized and have 
gone through their 
most rapid rate of 
growth and innovation. 

—Peter Samuel 
UNNATURAL 

MONOPOLIES 

Firms receive their 
income. in the final 
analysis, from serving 
consumers. The more 
efficiently and ably the 
firms anticipate and 
serve consumer de-
mand, the greater their 
profits; the less ably, 
the less their profits-. 

—Murray Rothbard 
Professor of 
Economics, 

University of Nevada 
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The dominant fact of 
American political ltfe 
at the beginning of this 
century was that big 
business led the st-
ruggle for the federal 
regulation of the econ-
omy. 
—Gabriel Kolko 
THE TRIUMPH OF 
CONSERVATISM 

"natural" monopoly). ]9  Had this been true, the 
independents would never have been able to 
lure customers from the established Bell 
monopoly in the first place! 

If our neighbor George asked us to stop—at 
gunpoint, if necessary—everyone other than 
himself who tried to provide services to willing 
customers, we'd probably be very suspicious of 
his motives. Nevertheless, by 1910. Americans 
were lulled into a false sense of security when 
Bell made a similar proposal. The government 
of each local community would allow only one 
telephone company to operate in that region. 
Other companies would be stopped—at gun-
point, if necessary—from providing service to 
willing customers. Since Bell was the largest 
single company, it was in the best position to 
lobby the state utility commissions effectively 
and was almost always chosen over the inde-
pendents. 

Consumer Exploitation 
How were consumers to be protected from 

predatory pricing by the new AT&T monopoly? 
The licensing law allowed the company to 
charge enough to cover all costs and to gener-
ate a fixed profit. With costs and profits guar-
anteed, AT&T paid top dollar for its research 
staff, who then developed patents in radio, 
television, movies, and electronics. AT&T had 
little incentive to innovate in the telephone 
market, since technology that would lower 
costs to customers generated no new profit for 
the company. Consumers paid for research 
that allowed AT&T an edge in other industries 
where its competitors did not have a monopoly 
enforced at gunpoint.20  

During the depression of the 1930s, AT&T 
stock continued to pay handsome dividends.21  
If subscribers didn't like subsidizing AT&T's 
new ventures and investor portfolios, they 
were not free to choose another telephone 
company whose prices didn't reflect such 
extras. People could protest only by not having 
phone service. Evidently, many people elected 
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to do _lust that. From 1914 to 1934, annual 
growth rate slowed to less than 5% compared 
to 27% between 1894 and 1907 when the 
marketplace ecosystem was less dominated by 
aggression.22  Since there was only one phone 
per ten people, this lower growth rate probably 
reflected consumer choice, rather than market 
saturation.23  

Our aggression cost more than excessive 
charges for phone service. As the wealth of 
AT&T increased and its research had an 
impact on other industries, the Justice De-
partment brought antitrust suits with our tax 
dollars to keep AT&T out of radio, television, 
and movies.' In addition to paying higher 
prices, Americans paid taxes to regulate the 
monopoly (estimated costs of $1.1 billion per 
year).25  in the marketplace ecosystem free from 
aggression, none of these expenses would be 
necessary. 

In 1984, an antitrust suit, paid for with our 
tax dollars, eliminated AT&T's 75-year mo-
nopoly in long-distance service. As new long-
distance companies served the consumer 
better for less, rates plummeted 30% over the 
next five years.26  The marketplace ecosystem 
protected consumers well when aggression was 
outlawed. However, the cost of local service, 
still monopolized by exclusive licensing, went 
up 50% during the same periodic' Seven of the 
"Baby Bells," which were split off from AT&T by 
the antitrust ruling, earned 25% more than the 
top 1,000 U.S. firms in 1987.28  Why? Local 
phone companies were allowed to charge extra 
fees as compensation for loss of AT&T's long 
distance monopoly!28  Not only do we pay 
higher prices to the local phone monopoly, we 
also pay for its regulation, for antitrust suits to 
break it up, and compensation for no longer 
getting monopoly status! Is this consumer 
protection? 

Although other companies cannot sell local 
phone service, they are allowed to bypass 
AT&T's network by using their own phone 
lines, microwave routing, or satellite systems. 

Monopoly favors the 
rich (on the whole) Just 
as competition (on the 
whole) favors the poor. 

—George Watson 
Journal of Economic  

Affairs  
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By the late 1980s, more business phones were 
serviced through private exchanges than by 
conventional phone lines.29  Businesses find 
these systems more economical, suggesting 
that once again the consumer is being over-
charged by the local telephone monopoly. Even 
the Federal Communications Commission, the 
government agency in charge of regulating 
AT&T, bypasses the local phone network!" 
What a shame that the aggression of licensing 
laws keeps the average consumer from taking 
advantage of the cost savings of these innova-
tive technologies! 

The telephone industry is just one example 
of a natural monopoly that is not so natural 
after all. If an industry profits by being large, 
smaller companies will find it in their best 
interest to merge or cooperate with each other 
as the independent telephone companies did. 
The aggression of monopoly licensing is nei-
ther necessary nor desirable. When consumers 
are not allowed to vote with their dollars for 
the service provider that pleases them the 
most, customer-pleasing goes down and costs 
go up. The regulator of the marketplace eco-
system, the consumer, is bypassed. 

Even when we lower the guns of govern-
ment just enough to permit one other choice of 
service provider, the consumer is empowered. 
Quality service costs less. For example, in the 
few cities that license two power companies 
instead of one, prices are lower than regions 
where only one company is permitted to pro-
vide service.21  Unfortunately, higher costs are 
only a small part of the price we pay for our 
aggression. 

Aggression's Environmental Impact 
Phone books and newspapers are a large 

part of the 40-50% of waste paper in land - 
fills.32  The French are well on their way to 
eliminating this refuse through videotext, an 
electronic phone directory and newspaper 
delivered through the phone line." AT&T 
would Like to make this service available to 



Creating Monopolies that Control Us 	 95 

Americans. but it has been stopped from 
entering the information services area for the 
same reason it was prevented from engaging in 
TV and radio—as a legal monopoly it enjoys an 
unfair advantage over independent service 
providers, in trying to control others, AT&T 
now finds itself controlled! 

Monopoly-by-aggression has contributed 
greatly to our dependence on fossil fuels. In 
the early 1900s, for example, several paper 
companies used cogeneration to produce 
cheap electricity from steam. These efficient 
producers were told they would be stopped—at 
gunpoint, if necessary—from selling their elec-
tricity because of the monopoly licensing 
bestowed on public utilities.34  Small plants 
using alternative energy sources were also 
banned. 

Centralized energy production was best 
accomplished by fossil fuels. Utilities had no 
incentive to conserve on fuel or develop alter-
native energy methods because their profit was 
determined by politicians, not by the consum-
ers they served. 

THE EASY WAY OUT 
Fortunately, the financial and ecological 

costs of monopolies maintained by aggression 
are so obvious and devastating that they are 
beginning to be dismantled. For example, in 
1978, Congress decided that the utilities' 
monopoly in generation of electricity would 
end, even though the monopoly in distribution 
would continue. Public utilities must now buy 
electricity at favorable rates from power plants 
that rely on renewable sources such as wind, 
water, or cogeneration from steam. Small local 
power plants are springing up that run on fuel 
as diverse as cow dung and old tires!' Before 
this time, if you had wanted to put up a wind-
mill and sell your extra electricity to George 
and other neighbors, you would have been 
stopped—at gunpoint, if necessary—to protect 
the "natural" utility monopoly. in some locales, 
you can now sell your extra electricity, but 
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only to the company that has the local mo-
nopoly. Even rejecting some of the aggression 
that we've supported in the past can make a 
significant impact on our energy dependence. 
As we reverse the aggression of licensing laws 
further (i.e.. deregulate), well enjoy the bene-
fits of honoring our neighbor's choice. 

Adding that Second Layer of aggression 
carries some hefty costs in terms of selection, 
cost, and environmental quality. As we'll see in 
the next chapter, however, adding Third Layer 
aggression makes Second Layer environmental 
insults look like tender loving caret 



CHAPTER 8 

DESTROYING THE ENVIRONMENT 

We are more likely to protect the environment 
when we own a piece of it and profit by nurtur-
ing it. 

In earlier chapters, we learned how First 
Layer aggression of licensing laws allowed the 
FDA and AMA to dictate our health care op-
tions and increase their cost. The previous 
chapter showed us how Second Layer aggres-
sion, exclusive licensing, creates monopolies 
that overcharge us and promote our depen-
dence on fossil fuels. With the addition of the 
Third Layer, however, we are forced—at gun-
point if necessary—to subsidize the monopoly 
service—even if we choose not to use it Most 
often, the subsidized monopoly service is 
provided by a government agency or depart-
ment. This transfer to the public sector has its 
own hidden costs—including large-scale 
environmental destruction. 

If we can prevent the 
Government from 
wasting the labors of 
the people under the 
pretense of caring for 
them, they will be 
happy. 

—Thomas Jefferson 
author of the 

Declaration of 
Independence 

INCREASING COSTS 
Public services on the average cost twice as 

much as the same service provided by the 
private sector.' Bureaucrats have little incen-
tive for efficiency when consumers must pay 
for the service, whether they use it or not. The 
proof of this inefficiency is the enormous 
savings enjoyed when public services are 
contracted out to private firms instead of being 
performed by government employees. Califor-
nia cities save between 37% and 96% by con-
tracting out their street cleaning, janitorial 
services, trash collection, traffic signal repairs, 
grass cutting, and street maintenance/overlay 
construction.2  Private municipal transit service 
saves taxpayers 30-50%.3  Savings have also 
been realized in various locales by contracting 
out fire protection,4  emergency ambulance 
service.5  building or operation of water and 
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Forces which impede 
innovation in a public 
service Institution are 
inherent in it, integral 
to it, and inseparable 
from ft. 
—Peter Drucker 
INNOVATION AND 
ENTREPRENEURSHIP 

sewage treatment plants,6  and solid waste 
recycling,' The monopoly services are still 
subsidized, but to a lesser extent. 

ENCOURAGING WASTE 
Whenever people do not pay the full costs 

for something they use, they have much less 
incentive to conserve. For example, when 
people pay the same amount of taxes for solid 
waste disposal whether they recycle or not, 
fewer people are inclined to conserve. As a 
consequence, more waste is generated and 
disposal problems increase. 

Conversely, when subsidies decrease, 
conservation automatically follows. In Seattle, 
during the first year that customers were 
charged by the volume of trash they generated, 
67% chose to become involved in the local 
recycling program.8  Since about 18% of our 
yearly trash consists of leaves, grass, and 
other yard products.9  composting coupled with 
recycling can dramatically lower a person's 
disposal bill. As less waste is generated, fewer 
resources are needed to dispose of it. What 
could be more natural? 

DISCOURAGING CONSERVATION 
Ownership and distribution of water is 

most often a government monopoly subsidized 
by our tax dollars. In California's San Joaquin 
Valley, 4.5 million acres of once-desert farm-
land is irrigated by subsidized water. Our tax 
dollars, taken—at gunpoint, if necessary—
were used to construct dams for irrigators, pay 
many of their delivery costs, and support zero-
interest loans so that farmers pay only about 
10% of the water's market valuell°  These 
subsidies encourage was teful over-irrigation, 
resulting in soil erosion, salt build-up, and 
toxic levels of selenium in the run-off. 
Kesterson Wildlife Reservoir has been virtually 
destroyed by irrigation-induced selenium 
build-up, which now threatens San Francisco 
Bay as weIl.11 
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As long as our tax dollars subsidize the 
irrigators, however, they have little financial 
incentive to instill drip sprinkler systems or 
other conservation devices. As a result, less 
water is available for other uses, so prices 
increase for everyone else. Without subsidies, 
irrigators would be motivated to conserve 
water, which is desperately needed in Cali-
fornia's coastal cities for domestic use. 

DESTROYING THE ENVIRONMENT 
The above examples of Third Layer aggres-

sion deal with exclusive monopolies where 
service is provided by a public works depart-
ment. subsidized in whole or in part by taxes. 
Strictly speaking, the grazing rights, timber 
sales, and park operations by governmental 
units are not exclusive monopolies. No one is 
stopped at gunpoint from creating wealth by 
providing these same services to willing cus-
tomers. Rather than exclusive licensing, 
another form of aggression—forcible pre-
vention of homesteading—made the U.S. 
government the largest single provider of such 
services. In addition, these services are 
subsidized by tax dollars, making them similar 
to the other examples in this chapter. 

Homesteading is a time-honored way of 
creating wealth. An individual or group im-
proves previously unused land by clearing it 
for agriculture, fencing it for grazing, making 
paths for hikers, building a home, etc. To own 
the wealth they have created, the creators lay 
claim to the property on which it resides. 

Much of our country was settled this way. 
On 42% of U.S. territory, however, the govern-
ment prevented the creation of wealth through 
homesteading—at gunpoint. if necessary. by 
making these lands "public.' Such wide-
spread aggression has an impact similar to the 
exclusive licensing characteristic of the Second 
Layer of the Pyramid of Power. Adding sub-
sidies through the aggression of taxation gives 
public holdings of range land, forests, and 
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parks many of the characteristics of Third 
Layer aggression. 

If the guns of government were used only 
to prevent homesteading (Second Layer), the 
lands would simply be left in their natural 
state. Some wealth would be consumed 
protecting the lands from squatters, just as 
would happen with individual homesteaders. 
However, the land could not be used 
constructively or sustainably to create new 
wealth. No trees would be harvested for wood. 
No cattle would be raised for food. 

Sometimes we equate wealth creation on 
rangelands and in forests with their ultimate 
destruction. These natural ecosystems, how-
ever, are renewable and sustainable if they are 
properly cared for. Individual homesteaders or 
owners have incentive to do just that, because 
they will profit most if the creation of wealth is 
able to continue year after year. An individual 
who wishes to leave wealth to children and 
grandchildren is more likely to care whether 
the property continues to be fruitful. 

Overgrazing the Range 
The incentives are very different for the 

congressional representatives who oversee the 
Bureau of Land Management. To appreciate 
their perspective, we should listen in on an 
imaginary conversation between a congress-
man and some of his constituents. 

"Mr. Congressman, we represent the 
ranchers in your district. Things are pretty 
tough for us right now, but you can help us. 
Let us graze cattle on all that vacant range-
land the government has in this area. Well be 
properly grateful when it comes time to con-
tribute to your campaign. As a token of our 
good will, we'd like to hire your out-of-work 
daughter as the assistant manager of our 
association." 

The congressman has twinges of con-
science. He knows that the ranchers will 
overstock the government lands, even though 
they carefully control the number of cattle on 
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their own. Since they can't be sure of having 
the same public range every year, however, 
they cannot profit by taking care of it. They 
cannot pass it on to their children. They profit 
most by letting their cattle eat every last blade 
of grass. When he shares his concern with the 
ranchers, they reply: 

"Mr. Congressman. we will pay a small fee 
for 'renting' the land. Renters don't take as 
good care of property as owners do, its true, 
but the land is just sitting there helping no 
one. All those people who want to save the 
land for the next generation must not have the 
problems we do just keeping food on the table 
so there will be a next generation. Your next 
generation benefits most if you allow us to give 
her a job and you keep yours. If you don't help 
us, sir, neither of you will have a job. We'll 
find someone to run against you who knows 
how to take care of the people he or she repre-
sents. Well make sure that you're defeated." 

The congressman sighs and gives in. After 
all, the ranchers gain immensely if allowed to 
graze cattle on the land he controls. They have 
every incentive to make good their threats and 
their promises. The people who might prefer to 
let the land simply remain au naturale do not 
benefit financially from doing so. While the 
ranchers will share the money they make from 
the rangeland with the congressman. no profit 
is generated by maintaining the status quo. If 
anyone objects, the congressman and the 
ranchers can use the money generated from 
the range to finance its own destruction. 

The congressman tries to get a coalition of 
his colleagues together to encourage changes 
in the way the Bureau of Land Management 
(BLM) operates. He finds that some of their 
constituents have similar desires for the 
construction of a dam, access to timberland, 
etc. He agrees to help them change the policies 
that control resources in their area in return 
for their agreement to help him with the 
Bureau of Land Management. which controls 
an area almost twice the size of Texas, 

The most entrepre-
neurial, the most inno-
vative people behave 
like the worst time 
serving bureaucrats or 
power hungry politi-
cians 6 months after 
they have taken over 
the management of a 
public service institu-
tion. particularly if it is 
a government agency. 
Forces which impede 
innovation in a public 
service institution are 
inherent in ii, integral 
to it, and inseparable 
from it. 

—Peter Drucker 
INNOVATION AND 

ENTREPRENEURSHIP 
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What is common to 
many is least taken 
care of, for all men 
have greater regard for 
what is their own than 
what they possess in 
common with others. 
—Aristotle 

including nearly all of Alaska and Nevada.13  
Naturally, these changes set precedents for an 
the resources controlled by the BLM, not just 
the ones in this congressman's district. 

Because of these skewed incentives, al-
most half of these lands are rented out to 
ranchers for grazing cattle at one-fifth to one-
tenth the rate of private grazing land." By 
1964, three million additional acres had been 
cleared by "chaining"''' to create more rentable 
rangeland. Because the ranchers and their 
representatives cannot profit by protecting the 
land, they have little incentive to do so. As 
early as 1925, studies demonstrated the 
inevitable result; on overgrazed public ranges, 
cattle were twice as likely to die and had half 
as many calves as animals raised on private 
lands. '6  

Are the ranchers and their representatives 
selfish others whom we should condemn? Not 
at all! Had ranchers been permitted to home-
stead these lands in the first place. the 
rangeland would now be receiving the better 
care characteristic of private grazing. Our 
consent to aggression has taken the profit out 
of caring for the environment. When this 
aggression is even partially removed, the 
situation improves. 

For example, in 1934. Congress passed the 
Taylor Grazing Act to encourage ranchers to 
care for the public grazing land by allowing 
them ten-year transferable leases.17  Essential-
ly, ranchers were allowed to homestead or own 
the land for ten years. Ranchers who cared for 
the land were given the positive feedback of 
good grazing or a good price when selling their 
lease. As a result, almost half of the rangeland 
classified as poor was upgraded.' 7  However, in 
1966, leases were reduced to only one year, 
giving ranchers less incentive to make 
improvements. As a result, private investment 
in wells and fences in the early 1970s dropped 
to less than a third of their 1960s level.18 
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Logging the Forests 
As subsidies increase, so does the 

environmental destruction. Most of the trees in 
our national forests wouldn't be logged without 
subsidies, because the cost of building the 
roads necessary to transport the timber 
exceeds the value of the lumber. Once again, 
however, the special interests found a way to 
use the aggression of subsidy to their own 
advantage. Let's listen to an imaginary 
conversation between the timber companies 
and their congresswoman. 

"Ms. Congresswoman, the U.S. Forest 
Service has money in its budget for hiking 
trails. Now were all for hiking: we just think 
we should get our fair share of the forest and 
our fair share of the subsidy. Some of that 
money for trails should be used to build 
logging roads. Consumers will benefit by 
increases in the supply of timber. We'd profit 
too and see that you got your 'fair share' for 
your campaign chest. We'd pay some money 
for replanting too, so the environmentalists 
will be happy." 

The Congresswoman considers their offer. 
She knows that the loggers, like the ranchers, 
have little incentive to log sustainably on 
public lands. She also knows that if the hikers 
complain, she can ask for a larger subsidy for 
the U.S. Forest Service. Some of that subsidy 
can be channeled to more logging roads and 
more campaign contributions. If anyone 
objects, the profit from the forests can be used 
to lobby for their own destruction. 

Special interests reap high profits with 
subsidies, so it is worth their while to spend 
Large sums of money to protect them. If the 
congresswoman doesn't agree to the timber 
companies' demands, they'll put their consid-
erable money and influence behind her oppo-
nent. The timber companies will be able to log 
the forests. The only question is which con-
gressional representative will reap a share of 
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the profits. The congresswoman sighs and 
agrees to fight for more logging subsides. 

As a result, the U.S. Forest Service, which 
has custody of forest and rangeland covering 
an area larger than Texas, uses our tax dollars 
to log the national forests. By 1985, almost 
350,000 miles of logging roads had been 
constructed in the national forests—eight 
times more than the total mileage of the U.S. 
Interstate Highway Systern!1°  Construction of 
roads requires stripping the mountainous 
terrain of its vegetation, causing massive 
erosion. In the northern Rockies, trout and 
salmon streams are threatened by the result-
ing silt. Wildlife and fragile ecosystems are 
disturbed.2°  

The Forest Service typically receives 20 
cents for every dollar spent on roads, logging, 
and timber management.21  Even though the 
timber companies are charged for the cost of 
reforestation, 50$ of these funds go for "over-
head."22  

While logging vehicles are encouraged, 
hikers are discouraged. Even though the 
number of backpackers increased more than 
ten times between the 1940s and the 1980s. 
trails in the national forests dropped from 
144.000 miles to under 100.000.23  

Should we blame the timber companies 
and their congressional representatives for this 
travesty? Hardly! After all, if we sanction 
aggression to prevent homesteading, we take 
the profit out of protecting the forest. The 
nation's largest private landowner, Inter-
national Paper, carefully balances backpacking 
and other forest recreation with logging. In the 
Southeast. 25% of its profit is from recreational 
use .24  When we honor the choices of others, 
they profit from honoring ours. 

Slaughtering Wildlife 
Unfortunately, your tax subsidies have also 

been responsible for the extermination of wild-
life, sometimes to the point of near extinction. 
While state governments were encouraging the 
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shooting of hawks (Pennsylvania paid hunters 
a bounty), Mrs. Rosalie Edge began a 
sanctuary for them with voluntary 
contributions. She bought what is now known 
as Hawk Mountain. an  eastern Pennsylvania 
area of the Appalachians that was ideally 
suited to bird watching. Before she established 
the Hawk Mountain Sanctuary in 1934, 
sportsmen had used it to shoot the 
magnificent birds.25  

in 1927. the owner of Sea Lion Caves, inc., 
the only known mainland breeding and 
wintering area of the Stellar sea lion.26  opened 
it to visitors as a naturalist attraction. Mean-
while, Oregon's tax dollars went to bounty 
hunters who were paid to shoot sea lions. The 
owners of Sea Lion Caves spent much of their 
time chasing the hunters off their property. 
While the owners of Sea Lion Caves and Hawk 
Mountain Sanctuary were protecting the 
wildlife that inhabited their land, they were 
also forced—at gunpoint, if necessary—to pay 
the taxes that rewarded hunters who en-
dangered iti 

Not everyone in a group wants resources 
treated in the same way. When all people treat 
their property as they think best, one owner's 
careless decision is unlikely to threaten the 
entire ecosystem. When bureaucrats control 
vast areas, however, one mistake can mean 
ecological disaster. In addition, special interest 
groups struggle for control. 

For example, Yellowstone, the crown jewel 
of the national park system, has been torn 
apart by conflicts of interest. in 1915, the Park 
Service decided to eradicate the Yellowstone 
wolves, which were deemed to be a menace to 
the elk, deer, antelope, and mountain sheep 
that visitors liked to see.27  Park employees 
were permitted to keep or sell hides from 
wolves they had trapped as an inducement to 
hunt them. Eventually, the fox, lynx, marten, 
and fisher were added to the list.28  Without 
predators, the hoofed mammals flourished and 
began to compete with each other for food. The 
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...government owner-
ship has another kind 
of impact on society: it 
necessarily substitutes 
conflict for the harmo-
ny of the free market. 
—Murray Rothbard 
POWER AND THE 

MARKET 

larger elk eventually drove out the white-tailed 
deer, the mule deer, the bighorn sheep, and 
the pronghorn. As their numbers increased, 
the elk ate the willow and aspen around the 
river banks and trampled the area so that 
seedlings could not regenerate. Without the 
willow and aspen, the beaver population 
dwindled. Without the beavers and the ponds 
they created, water fowl, mink, and otter were 
threatened. The clear water needed by the 
trout disappeared along with the beaver dams. 
Without the ponds, the water table was 
lowered, decreasing the vegetation growth 
required to sustain many other species. When 
they realized their mistake, the Park officials 
began removing the elk (58,000 between 1935 
and 196112°  

Meanwhile, the elk overgrazed, greatly 
reducing the shrubs and berries that fed the 
bear population. In addition, the destruction of 
willow and aspen destroyed the grizzly habitat, 
while road construction and beaver loss 
reduced the trout population on which the 
grizzlies fed. When the garbage dumps were 
closed in the 1960s to encourage the bears to 
feed naturally, there was little left for them to 
eat. They began seeking out park visitors who 
brought food with them. Yellowstone manage-
ment began a program to remove the problem 
bears as well. In the early 1970s, more than 
100 bears were removed. Almost twice as 
many grizzlies were killed.3°  

Subsidies create tension between special 
interests with different views. Yellowstone 
visitors wanted to see deer and elk. Some 
naturalists would have preferred not to disturb 
the ecosystem, even if it meant limiting visi-
tors and disappointing some of them. Since 
everyone is forced—at gunpoint, if nec-
essary—to subsidize the park, each person 
tries to impose his or her view as to how it 
should be run. The resulting compromise 
pleases no one. 

Contributors to private conservation 
organizations, in contrast, choose to donate to 
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a group that shares their common purpose. 
For example, at Pine Butte Preserve, the 
Nature Conservancy replanted overgrazed 
areas with chokecherry shrubs for the grizzlies 
and fenced off sensitive areas from cattle, 
deer, and elk, animals that thrive in the ab-
sence of predators.31  The Nature Conservancy 
has preserved more than 2.4 million acres of 
land since 1951.32  

The Audubon Society also uses ownership 
to protect the environment. The Rainey Wild-
life Sanctuary is home to marshland deer, 
armadillo, muskrat, otter, mink and snow 
geese. Carefully managed natural gas wells 
and cattle herds create wealth without inter-
fering with the native species.33  Other private 
organizations investing in wilderness areas for 
their voluntary membership include Ducks 
Unlimited, National Wild Turkey Federation, 
Inc., National Wildlife Federation, Trout Un-
limited, and Wings Over Wisconsin. 

The story of Ravena Park illustrates how 
aggression compromises the care given to the 
environment. In 1887, a couple bought up the 
land on which the giant Douglas firs grew, 
added a pavilion for nature lectures, and made 
walking paths with benches and totems de-
picting Indian culture. Visitors were charged 
admission to support Ravena Park; up to 
10,000 people came on the busiest days. 

Some Seattle citizens weren't satisfied with 
this non-aggressive arrangement. They lob-
bied for the city to buy and operate the park 
with tax dollars taken at gunpoint. In 1911, 
the city took over the park, and one by one the 
giant fir trees began to disappear. Concerned 
citizens complained when they found that the 
trees were being cut into cordwood and sold. 
The superintendent, later charged with abuse 
of public funds, equipment. and personnel, 
told the citizens that the large "Roosevelt Tree" 
had posed a "threat to public safety." By 
1925. all the giant fir trees were gone." The 
superintendent could personally profit from 
the beautiful trees by selling them. 
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Power Corrupts 
The above example illustrates why layering 

aggression upon aggression forms a Pyramid of 
Power. Licensing laws (Layer 1) give a group of 
professionals the power to limit our choices. 
Exclusive licensing (Layer 2) gives a single firm 
the monopoly power. Subsidizing (Layer 3) 
allows a tiny handful of bureaucrats the power 
to trade public assets for personal gain. Unlike 
the personal power that comes from wisdom, 
inner growth, and hard work, this power 
comes from the point of a gun. This power of 
aggression corrupts those who use it. 
impoverishes those who have little, and 
destroys the earth that supports us. We ask 
for these results when we vote for subsidies. 

THE EASY WAY OUT 
In earlier chapters, we saw that the 

aggression of exclusive licensing inhibited 
innovation. increased costs, and lowered the 
quality of service. Subsidies encourage in-
efficiency and waste as well. 

ironically, we often sanction the aggression 
of subsidized, exclusive, government-run 
monopolies because of the erroneous belief 
that they promote improved efficiency and 
prudent use of resources. Subsidies are 
sometimes tolerated in the equally mistaken 
belief that they allow the poor access to ser-
vices they otherwise couldn't afford. The cost 
of aggression, however, is so great that the 
poor are harmed instead of helped. 

For example. those too poor to own proper-
ty pay no property taxes directly. Instead, they 
rent from property owners, who raise rents to 
compensate for tax increases. The municipal 
services that these taxes fund will cost 
considerably more than they would in the 
absence of aggression. The tax increases, 
therefore, are higher than the cost of the 
services would be. The poor end up paying 
higher rents to subsidize inefficiency and 
waste—even for services they do not use! 
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Socialist countries abound with exclusive. 
subsidized government-run monopolies. Not 
surprisingly, many are reacting to this new 
knowledge by privatizing subsidized govern-
ment-run monopolies. including railways and 
highways. by selling them to individuals or 
corporations.35  In New Zealand, the past office 
has been privatized. Without increasing rates, 
the private postal service was still able to 
maintain service to all addresses, increase on-
time delivery of first-class mail from 84% to 
99%. and transform an annual loss of $37 
million to a profit of $76 million!36  Since this 
yearly $37 million loss was usually made up 
by the taxpayer, real postal rates actually went 
down as quality went up! 

How can privatizing decrease costs so 
quickly? When provision of services is not 
restricted to a subsidized government agency, 
the profit motive spurs businesses to adopt the 
latest, most efficient technology possible. For 
example. instead of dumping refuse into 
landfills, waste disposal companies find ways 
of turning trash into cash. Recomp. Inc. (St. 
Cloud, Minnesota), and Agripost. Inc. (Miami. 
Florida), use composting whenever possible 
and sell the resulting loam to landscapers, 
Christmas-tree farms, and reclamation pro-
jects. Other projected uses for the nutrient-
rich compost include topsoil replacement for 
the farms, rangelands, and forests9  that have 
been devastated by Third Layer aggression. 

Better quality at lower cast is only the 
beginning of the natural beauty of the market-
place ecosystem, however. Private companies, 
unlike public ones, can offer ownership to 
employees through stock options. Government 
employees sometimes become owners of newly 
privatized firms. Surly employees whose jobs 
were guaranteed by subsidies are transformed 
overnight into dedicated workers whose profits 
depend on serving their customers efficiently 
and well. Saying "No!" to the aggression of 
subsidies reduces waste and encourages 
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employees to take pride in their work, while 
benefiting the poor and the consumer. 

Doing away with subsidies means doing 
away with the aggression of taxation that 
generates them. As aggression decreases, 
prosperity increases. Studies of the U.S. 
economy show that a measure of wealth 
creation, our Gross National Product (GNP), 
plunges when taxes increase.37  The economic 
growth of individual states is also highly 
dependent on how heavy a burden of taxation 
they place on their populace,38  We can hardly 
expect to prosper if we subsidize inefficiency 
and waste! 

Privatization of public lands and waterways 
holds a special bonus for the American 
populace. Although its value is difficult to 
estimate, a substantial percentage of the 
national debt could likely be retired with the 
proceeds! 

in 1989, 15% of our federal expenditures 
went to pay the interest on the national debt.39  
If the debt were repaid and the taxes lowered, 
tremendous economic growth would result. 

Some people don't worry much about the 
national debt because they believe we simply 
"owe it to ourselves." in a way, that is true. The 
government I,O.U.s are held by individuals, 
corporations, and pension plans (including 
Social Security) throughout the land. For our 
pension plan to pay us, taxes will have to go 
up to pay off the I.O.U. We will have to pay 
more taxes so that our pension plan can pay 
us. The net result is that we may have no 
pension at all? 

To understand how we came to such an 
impasse, we should look at the apex of the 
Pyramid of Power—the money monopoly. 



CHAPTER 9 

BANKING ON AGGRESSION 

We established the "money monopoly" in the 
hopes of creating economic stability. By using 
aggression as our means, we created boom-
and-bust cycles instead. 

In the previous chapters, we've seen how 
the Pyramid of Power we've created controls us 
more with each layer of aggression. The First 
Layer of licensing laws stops us—at gunpoint, 
if necessary—from choosing whoever serves us 
best. The Second Layer. exclusive licensing. 
creates monopolies that exploit us. The Third 
Layer forces us to subsidize these monopolies, 
often to the detriment of the environment. The 
Fourth Layer then forces us to use the subsi-
dized service. 

One example of Fourth Layer aggression is 
the money monopoly. To understand why it is 
the apex of the Pyramid of Power, we must first 
understand how money works. 

THE DIFFERENCE BETWEEN MONEY AND 
WEALTH 

Earlier we learned that wealth consists of 
goods and services, not money. Money is a 
claim check on the goods and services that 
constitute wealth. The more money people 
have, the larger a percentage of the goods and 
services they are able to claim or buy for 
themselves. Historically, gold and silver were 
commonly used as money because they could 
easily and accurately be coined or weighed. 
Moreover, in societies where precious metals 
were made into Jewelry or used industrially, 
gold and silver were goods as well. They 
constituted a form of wealth as well as money. 

As people prospered, carrying their metallic 
money or protecting it against theft became 
burdensome. People began to deposit their 
gold and silver with bankers equipped to 
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guard it well. Some bankers simply charged a 
fee for this service. Others found that if they 
could loan part of the gold to someone else, 
interest could be collected and shared between 
the bank and the depositor. 

The banker gave the depositor a 
promissory note, which was a promise to 
return the gold to the depositor whenever the 
note was returned to the bank. A bank with 
many customers could usually count on being 
able to make this promise good, because it was 
unlikely that everyone would want to withdraw 
his or her money at the same time. In the 
interim, the depositor could exchange the 
promissory note for goods and services as if it 
were gold. Thus, these notes began to function 
as money or claim checks for the available 
goods and services. Our U.S. dollars were once 
promissory notes of this type, which were 
redeemable in the gold and silver that people 
had stored with their local banker. 

THE CAUSE OF INFLATION AND 
DEFLATION 

Since people did not want their gold and 
silver all at the same time, banks kept a 
fraction of the precious metal on reserve and 
loaned the rest. In doing so, they created 
money. Today's banks can create money the 
same way, although they have other methods 
at their disposal as well. 

For example, assume that your bank needs 
to put 20% of its funds on reserve to operate 
optimally. You deposit $100 in your favorite 
bank; the bank puts $20 into reserve and 
loans out the other $80. The person who 
borrowed the $80 deposits it in his or her 
checking account. That person's bankbook 
says he or she has $80. Yours says you have 
$100. Together, the two of you have $180 in 
the bank. But wait! Only $100 is there to begin 
with! The bank has created the $80 it lends 
out! 

The process continues. The bank then puts 
20% of the newly deposited $80 (i.e., $16) in 
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reserve and lends out the remaining $64, 
which is then redeposited and goes through 
the same process. When the reserve is 20%. 
the $100 eventually becomes $500. The lower 
the reserve requirement. the more money is 
created. For example, when the required re-
serve is 10%, every deposit is multiplied by 10 
instead of 5. How amazed I was when my 
father, a bank manager and economics teach-
er, first explained this process to me! 

Creating this extra money can cause price 
inflation when there is no compensating in-
crease in goods and services. In the board 
game Monopoly®, each player starts out with 
$1,500 and struggles around the board several 
times before being able to acquire enough 
property and enough money to build houses 
and hotels. If players each had $7,500 at the 
start instead, the houses and hotels could be 
built much earlier in the game. A boom in 
building would result. When the starting 
money was only $1,500, players might sell 
some properties to other players to get enough 
money to build their hotels and houses on the 
remaining ones. When starting with $7,500, 
property owners might not need to raise the 
cash. Players without property would probably 
have to pay owners more in order to entice 
them to sell. Real estate prices would rise with 
inflation in Monopoly just as they do in the 
real world. 

On the other hand, price deflation can 
occur when the money supply decreases 
without a compensating loss in goods and 
services that people want. Banks can cause 
deflation by increasing their reserves, keeping 
money out of circulation instead of lending and 
creating it. In our Monopoly example, deflation 
would be simulated by everyone returning a 
percentage of his or her cash to the bank. 

Now players are much more likely to be 
caught short when their mortgages or rent 
conies due. If players try to sell their pro-
perties, they find others with less money to 
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By a continuous 
process of inflation, 
governments can con-
fiscate, secretly and 
unobserved, an im-
portant part of the 
wealth of their citi-
zens..„ The process en-
gages all the hidden 
forces of economic law 
on the side of destruc-
tion, and does it to a 
manner which not one 
man in a million is 
able to diagnose. 
—John Maynard 
Keynes 
English economist 
and board member of 
the Bank of England 

buy them. Real estate prices fall, just as they 
do in the real world. 

THE RICH GET RICHER 
In real life, the inflation and deflation 

caused by changes in the money supply don't 
affect everyone equally, as in our example 
above. When the bank creates new money, it 
increases its claim checks on wealth relative to 
everyone else. The bank is like a Monopoly 
player who gets more money than the other 
players to start with. If you and another player 
were bidding on the same property at auction, 
and the other player's pile of cash increased 
while yours stayed the same, the other player 
would likely top your best bid and get the 
property. 

When the other player is sure to outbid you 
with new money, the auctioned property will 
probably sell for a slightly higher price than it 
otherwise would have. The sellers would 
thereby acquire some of the newly created 
money. As they spend that extra money, by 
outbidding other players for property, it slowly 
diffuses into other hands by increasing each 
seller's profit. Several turns may pass before 
some players get access to the new money. 
Those who have no property may never get 
part of the new money. They are worse off 
relative to the other players than they would 
have been if no new money had been created 
at all 

In real life, the banks that create money 
use it first. Those wealthy enough to put up 
collateral can borrow the money and use it 
next. Since governments are the biggest 
borrowers, they benefit at the expense of those 
who have little property and savings. As we've 
seen, government officials tend to support 
special interests with the wealth they control. 
Deficit spending. which occurs when the 
government needs to borrow, is really a redis-
tribution of wealth from the poor to the rich. 
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THE POOR GET POORER 
The longer Monopoly players wait for a 

share of the new money, the worse off they 
are. In real life, prices rise before wages do, as 
more money is created. People who do not get 
the new money at all (those on a fixed income 
without savings or property) must contend 
with rising prices without an increase in 
income. 

Those who get the new money last are 
worse off than if there had been no inflation at 
all. inflation through new money creation 
artfficially increases the claim checks on goods 
and services for the wealthy, but not for the 
poor. This redistributing of wealth to the banks 
and the well-to-do by increasing the claim 
checks (money) that these groups have is 
frequently referred to as the inflation tax. 

The U.S. banking system alternates infla-
tion with deflation. Without alternating the 
cycles. inflation would run rampant, as it has 
in several Latin American countries. In nations 
that inflate rapidly, getting the new money 
even a few hours later than someone else 
makes a person very much worse off. That is 
why workers in such countries rush to buy 
goods and services as soon as they receive 
their paycheck! 

Alternating inflation and deflation creates 
other problems. When the rate of new money 
creation slows, people and businesses cannot 
borrow as readily as before. Consumers cannot 
buy goods: businesses must cut back 
production: workers get paid less or are laid 
off. Those who have little savings find them-
selves unable to make their mortgage pay-
ments. As a result, banks repossess many 
more homes in times of deflation. 

The same people who were hurt by infla-
tion usually find themselves crippled by defla-
tion as well. People without property and 
without savings suffer the most. Alternating 
inflation and deflation bankrupts those living 
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on the edge. Creditors repossess the homes 
and belongings of these unfortunates. The rich 
get richer and the poor get poorer. 

THE MARKETPLACE ECOSYSTEM PRO-
TECTS THE CONSUMER 

Luckily, the marketplace ecosystem regu-
lates banks in the absence of aggression so 
that the destructive boom-bust cycles are 
minimized. The banking system in Scotland 
between 1793 and 1845, for example, was 
almost entirely free from aggression.' Each 
bank issued its own notes, promising to return 
depositors' gold on demand. In other words. 
each bank issued its own money. 

This could be a very confusing situation 
unless every bank and service vendor accepted 
each note at face value. In Scotland, everyone 
did so because banks had to make good on 
their promises. If a bank ran out of reserves. 
its owners (stockholders) had to pay the de-
positors out of their own pockets. Each bank 
was thus highly motivated to limit the amount 
of new money it created to what was truly 
needed. Limiting inflation attenuated deflation 
as well. In the marketplace ecosystem free 
from aggression, the poor would be protected 
from the devastating effects of alternating 
these two policies. 

Occasionally, a bank would foolishly print 
so many notes that it could not meet deposi-
tors' demands. If the stockholders of a failing 
bank were unlikely to be able to pay off their 
debts, sound banks sometimes did so to retain 
the confidence of the Scottish people and gain 
grateful new customers. Scottish prosperity 
was attributed in part to the efficient banking 
system that evolved in the marketplace eco-
system free from aggression. 

Across the border, the English depositors 
did not fare so well. In 1841, total kisses to 
Scottish depositors over the preceding 48 
years were estimated at 32,000 pounds, while 
public losses in London were twice that 
amount for the previous year alone Although 
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records do not allow a precise correction for 
differences in population and per capita de-
posits, English citizens appeared to be exposed 
to 24 times more risk than the Scots.3  The 
English were at the mercy of the central bank, 
an exclusive monopoly-by-aggression. Unfor-
tunately, we are too? 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 

In 1914, the Federal Reserve (Fed) received 
an exclusive monopoly to issue U.S. currency. 
Like AT&T, the Fed is a private corporation, 
owned by its member banks. The Fed is a 
powerful institution; some believe it is the 
most powerful in the world. Let's find out why. 

Before the creation of the Fed, banks found 
they needed reserves of approximately 21% so 
that they would have enough money on hand 
when their customers wanted to make a 
withdrawal. When the Fed took over the 
reserves of the national banks, it lowered the 
reserve requirement to half that.4  The Fed itself 
used a reserve system: it kept only 35$ of the 
reserves entrusted to it by the member banksl5  
The balance was loaned out, mostly to the 
government, with the wealth of the American 
people as collateral. 

Lowering reserves resulted in the creation 
of more money. As a result, the money supply 
doubled between 1914 and 19206  and once 
again from 1921 to 1929.7  In contrast, gold in 
the reserve vault increased only 3% in the 
192❑s.9  The bankers would obviously be 
unable to keep their promise to deliver gold to 
depositors if a large number of people with-
drew their money at the same time. 

Businesses could not use all the newly 
created money the banks wished to loan, so 
stock speculators were encouraged to borrow.9  
Many people got heavily into debt, thinking 
that the boom would continue. 

In 1929, the Fed started deflation by 
slowing the creation of new money?' People 
who had counted on renewing their loans to 

When the President 
signs this bill, the in-
visible government of 
the Monetary Power 
will be legalized.... 

—Congressman 
Charles A. Lindbergh 
1913, referring to the 

Federal Reserve Act 

Depressions and mass 
unemployment are not 
caused by the free 
market but by govern-
ment interference in 
the economy. 

—Ludwig von Mises 
THE THEORY OF MONEY 

AND CREDIT 
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If the American people 
ever allow banks to 
control the issuance of 
their currency. first by 
inflation, then by de-
flation, the corporation 
that will grow up a-
round them will de-
prive the people of all 
of their property until 
their children will 
wake up homeless on 
the continent their 
forefathers conquered. 
—Thomas Jefferson 
author of the 
Declaration of 
Independence 

This great government, 
strong in gold, is 
breaking its promises 
to pay gold to widows 
and orphans ....It's dis-
honor, sir. 
—Senator 
Carter Glass 
1933. principal 
author of the 
Federal Reserve Act 

cover stock speculations or other investments 
found they could no longer borrow. They were 
forced to sell their securities, and a stock 
market plunge ensued. The mini-crash in 
October 1987 also may have been triggered by 
the Fed's slowing the creation of new money.'1  

People who lost money spent less on goods 
and services: business began to slow. With 
banks unwilling to renew loans,12  businesses 
began to reduce their work force. People 
nervously began withdrawing their gold 
deposits as banks in other countries quit 
honoring their promise to return the gold. 
Rumors circulated that the Federal Reserve 
would soon be bankrupt as well." Naturally, 
there was no way for the banks to exchange 
the inflated dollars for gold. 

As people withdraw their bank funds, the 
money supply decreases—just the reverse of 
what happens when they deposit it. The 
banks' failure to loan coupled with massive 
withdrawals, caused even greater deflation. 
People lost their savings and their purchasing 
power: in turn, businesses lost their custom-
ers and laid off workers. Each loss contributed 
to the next, resulting in the most severe 
depression Americans had ever known. 

Had this happened in Scotland between 
1793 and 1845, bank owners (stockholders) 
would have to make their promises good by 
digging into their own pockets. In our country, 
however, the government enforcement agents 
were instructed to come after the American 
citizenry instead! Franklin Roosevelt convinced 
Congress to pass a bill making it illegal for 
Americans to own gold." Everyone had to 
exchange their valuable gold for Federal 
Reserve notes, which had no intrinsic value. 
Gold was still given to foreigners who brought 
their dollars to be exchanged for gold, but not 
to Americans! 

While U.S. banks failed in the early 1930s 
and Americans were shorn of their gold. no 
Canadian banks failed. Between 1921 and 
1929, American depositors lost an estimated 
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$565 million, while Canadian losses were less 
than 3% of that.15  Canada enjoyed a banking 
system similar to the one described earlier for 
Scotland—few licensing laws and no central 
bank with an exclusive monopoly on currency 
issue.' Each bank issued its own notes and 
protected itself and the public by refusing to 
loan to inflating banks. Just as in Scotland, 
the stockholders of the banks were obligated to 
make good the inflated currency. Unfortunate-
ly for Canada. the aggression of licensing laws 
was instituted in 1935.'7  

Why did the Canadians switch from a 
system that protected them from bankruptcy? 
Why did England eventually impose its inferior 
system on Scotland? Why was the Fed intro-
duced in the United States and relieved of its 
promise to return gold that was deposited by 
our great-grandparents and their contempo-
raries? Why did the Fed slow money creation 
in 1929, precipitating the stock market crash? 
Why does the Fed alternate inflation and 
deflation at the expense of the American public 
today? 

Several authors have proposed that the 
evolution of central banks represents a collu-
sion between politicians and a small elite with 
ownership/control of major banking institu-
tions.'s  Bank owners want to create as much 
money as possible, without having to dig into 
their own pockets when depositors want their 
money. Politicians long to fulfill their grandiose 
campaign promises without visibly taxing their 
constituency. Central banking can give both 
groups what they want. 

First, through the aggression of exclusive 
licensing, politicians give the central bank a 
monopoly on issuing currency. As long as 
banks must make good on their promises to 
depositors, however, they are still subject to 
the regulation of the marketplace ecosystem. 
The politicians encourage the aggressive 
practice of fraud by refusing to make banks 
and similar institutions (i.e., Savings & Loans, 
known as "S&Ls") keep promises to depositors. 

The entire banking 
reform movement, at 
all crucial stages, was 
centralized fn the 
hands of a few men 
who for years were 
linked, ideologically 
and personally, with 
one another. 

—Gabriel Kolko 
THE TRIUMPH OF 

CONSERVATISM 

Every effort has been 
made by the Fed to 
conceal its power but 
the truth is—the Fed 
has usurped the gov-
ernment. It controls 
everything here and it 
controls all our foreign 
relations. It makes and 
breaks governments at 
will. 

—Congressman 
Louis T. McFadden 

1933, Chairman. 
Banking and 

Currency Committee 
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Instead, owners and managers who make risky 
loans can simply walk away from their 
mistakes, as former President Bush's son Neil 
did.I9  Depositors either lose their life savings 
or are reimbursed from taxes taken—at 
gunpoint, if necessary—from their neighbors. 

The bankers, of course, must give the 
politicians something in return. When the 
ranchers, loggers, or other special interest 
groups want more subsides, our representa-
tives need not incur the wrath of the populace 
by suggesting more taxes. Instead, they borrow 
some of the Fed's newly created money' When 
It comes time to pay the loan back with 
interest, the politicians pay it back with a 
bigger loan using our wealth as collateral. The 
special interest groups thank the politicians by 
funding their reelections. 

As a result, our national debt has grown so 
big that the interest alone consumed 25$ of 
1989 federal otitlays126  The single largest 
holder of the national debt is the Federal 
Reserve itself. As mentioned in the previous 
chapter, our pension and investment plans 
often buy the government I.O.U.s. For our 
pension funds to pay us, we may first have to 
pay higher taxes to cover the I.O.U.s. How 
much higher will our taxes be? The 1989 
national debt was more than $11,000 for every 
man, woman, and child!" 

Like any special interest group, the Fed is 
inclined to help the politicians who protect it. 
By manipulating the money supply to cause 
boom or bust at the appropriate times, the Fed 
controls the illusion of prosperity—an illusion 
that determines which politicians people will 
vote for or against. Like any other special 
interest group, the Fed can control our 
government to a significant extent. 

For example, the exclusive monopoly of the 
Second Bank of the United States was 
scheduled to end in 1836. Andrew Jackson 
swore not to renew it if he were reelected 
president in 1832. Soon after his victory, he 
removed the government's deposits from the 
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central bank. The bank's president. Nicholas 
Biddle, attempted to bring about a depression 
by cutting back on the creation of money, just 
as the Federal Reserve would do almost 100 
years later. Biddle hoped to blackmail 
Congress into renewing the banks's monopoly 
by making the voters miserable. Fortunately, 
these tactics were not successful.21  The Ameri-
can people were not fooled and the bank char-
ter was not renewed. Unfortunately, this 
lesson was forgotten, and central banking was 
reestablished with the Federal Reserve. 

A LOSE-LOSE SITUATION 
The money monopoly is our first example 

of Fourth Layer aggression. The Federal 
Reserve has an exclusive monopoly on curren-
cy issue (Third Layer aggression). We subsidize 
the monopoly through the aggression of 
taxation and inflation (Fourth Layer aggres-
sion). Finally, we are forced—at gunpoint, if 
necessary—to use the Federal Reserve notes 
we call dollars. Clearly written on our Federal 
Reserve notes is the phrase "This note is legal 
tender for all debts, public or private." Our 
taxes, for example, must be paid for in the 
monopoly currency. 

Forcing people to use a service prohibits 
them from providing it for themselves. Even 
though AT&T has an exclusive monopoly on 
local phone service, bypassing it is still a legal 
option. Even though many utilities are exclu-
sive monopolies, we can still provide our own 
power and septic systems if we choose. Even 
though we must subsidize the municipal bus 
system, we don't have to use it. With the 
exclusive money monopoly, however, we are 
forced—at gunpoint, if necessary—to partici-
pate whether we want to or not. When every-
one uses the money monopoly, it controls the 
financial fate of the entire nation. In trying to 
control others, we find ourselves controlled! 

Without the money monopoly. politicians 
would be unable to borrow the large sums of 
money that create deficits. Without these 

The bold effort the 
present bank had 
made 0 control gov-
ernment, the distress 
it had wantonly pro-
duced...are but premo-
nitions of the fate that 
awaits the American 
people should they be 
deluded into a perpet-
uation of this institu-
tion or establishment 
of another like it. 

—President Andrew 
Jackson 
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deficits, the enforcement of licensing laws and 
the provision of special interest subsidies 
could be financed only by more taxes. The 
American citizens would be unlikely to support 
subsidies and waste if the true cost of these 
items were reflected in their tax bills. The 
money monopoly makes this sleight of hand 
possible. 

Destroying wealth or curtailing its creation 
makes the world poorer. By forcibly shunting 
the wealth toward special interests, the gap 
between the rich and the poor widens. New 
medicines, old-age cures, advanced space 
exploration, or a three-day work week with 
five-day benefits are just a few of the possible 
increases in wealth we forgo because of the 
money monopoly. 

Even people who believe they benefit from 
the money monopoly are only fooling them-
selves. The bankers and politicians condemn 
themselves to a culture that is backward in 
comparison to what would otherwise be possi-
ble. They are like royalty in an ancient civili-
zation, having more than their contempo-
raries, but less than they would otherwise 
have M a culture with more abundance. 

We can hardly blame the politicians and 
bankers for this state of affairs, however. We 
elect politicians who promise to cater to our 
special interests without raising taxes. We 
encourage them to mask the true cost of the 
aggression we demand. They give us only what 
we have asked for. 

How can we blame the owner-bankers of 
the Federal Reserve for asking that we favor 
them with an exclusive monopoly Just as we 
favored AT&T? How can we blame them for 
seeking the same subsidies we are willing to 
give the ranchers and timber companies? Like 
our Biblical ancestors in the Garden of Eden, 
we want to blame the serpent because we ate 
the apple. As always, the choice and responsi-
bility belongs to us. When we accept our role 
M creating the problem, we empower ourselves 
with the ability to solve it 
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THE EASY WAY OUT 
The demise of the Second Bank of the 

United States demonstrates that selfish others 
are capable only of igniting the flames of war 
and poverty. We control its growth. its very 
survival. When we say "Nor to the aggression 
of monopoly-at-gunpoint, we protect our-
selves from selfish others who would exploit 
us. 

A modern banking system free from ag-
gression would be much like the Scottish 
system described earlier. Since owner/ 
managers could be liable if the bank lost its 
depositors' money, they would probably buy 
liability insurance to protect themselves and 
their depositors. Unlike the Federal Deposit 
insurance Corporation (FDIC) or the Federal 
Savings and Loan Insurance Corporation 
(FSLIC) of today. premiums would differ for 
each institution, depending on how well each 
bank invested its depositor& money. Poor 
managers would be saddled with high premi-
ums, just as poor automobile drivers are 
today. As premiums go up and profits go 
down, poor managers would be fired. 

Today. each bank pays the same premium 
regardless of the way it does business. Man-
agers can make risky loans that generate high 
closing fees, and walk away if their loans turn 
sour. The taxpayer then picks up the tab. 
Estimates made in the early 1990s indicate 
that every man, woman, and child will pay an 
average of $6.00022  to cover recent S&L de-
faults. This money is essentially a giant 
subsidy to the poor managers and investors. 
This is the cost of the Pyramid of Power creat-
ed by our eagerness to control our neighbors. 

The money monopoly has international 
implications as well. We'll learn more about 
these in Part iV (Lead Us Not Into Temptation: 
Foreign Policy). For now. let's examine another 
example of Fourth Layer aggression, the 
monopoly over our minds. Let's find out why 
we never learned in school about the way the 
world really works] 
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CHAPTER 10 

LEARNING LESSONS OUR SCHOOLS 

CAN'T TEACH 

How can our children learn to abhor aggression 
when we teach them in a school system built 
on it? 

At the turn of the century, horses were still 
the mainstay of the transportation industry. 
Today, automobiles and planes take us all over 
the world. Most of our great-grandparents 
remember using Rockefeller's kerosene to light 
their homes. Today, electricity and natural gas 
provide light, heat, and power for innumerable 
appliances. Just a few generations ago, 
infectious disease was the most frequent cause 
of death. Today, most bacterial plagues are 
effectively controlled with antibiotic treatment. 
In most areas of our lives, radical progress has 
been made over the past century. 
Unfortunately, education is one of those rare 
exceptions. 

in the early 1900s, our great-grandparents 
trudged off to the neighborhood school. For the 
better part of the day, the teacher stood in 
front of the class, chalk in hand, to expound 
on lessons contained in the school books. To-
day, our children might ride a bus to their 
neighborhood school, but once there, every-
thing is very similar to the way it was for our 
great-grandparents. For the better part of the 
day, the teacher stands in front of the class, 
chalk in hand, to expound on the lessons con-
tained in the school books. The facilities are 
newer and the curriculum includes some ad-
ditional subjects, but the teaching methods 
have changed little. 

The cost of doing things the same old way, 
however, has skyrocketed. Only national 
defense consumes more of our taxes than the 
public school system.' In spite of this great 

In no other industry in 
U.S. history has there 
been so little techno-
logical change as in 
the field of public 
school education. 
—National Center for 

Policy Analysis 
"The Failure of Our 

Public Schools: 
The Causes and a 

Solution" 
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Only 20 percent of fob 
applicants at Motorola 
can pass a simple 
seventh-grade test of 
English comprehension 
or a fifth-grade math-
ematics test. 
—Nation's Business. 
October 1988 

Of the Aquarian Con-
spirators surveyed, 
more were involved to 
education than in any 
other single category 
of work.... Their con-
sensus: Education is 
one of the least dy-
namic of institutions, 
lagging far behind... 
other elements of our 
society. 
—Marilyn Ferguson 

THE AQUARIAN 
CONSPIRACY 

expenditure, a survey on education finds the 
United States "A Nation at Risk."2  Almost 25% 
of our high school students do not graduate, 
and another 25% have too few academic quali-
fications to be placed in a Job or college 
program.3  Even those in the top 50% of their 
graduating class frequently find themselves 
classified as unskilled labor. After a 25-year 
decline in scholastic aptitude tests (SATs),4  our 
best and brightest compare unfavorably to 
students from other nations.5  

Perhaps we shouldn't be too surprised. Af-
ter all, our grade school and high school 
educations are examples of Fourth Layer ag-
gression. The educational system is basically 
an exclusive monopoly (Second Layer aggres-
sion). All schools, even private ones, must 
meet the requirements of the accreditation 
(licensing) boards. Such boards usually dictate 
the core curriculum, the list of acceptable 
textbooks, and the educational standards for 
teachers.5  High prices, low quality, and lack of 
innovation are hallmarks of licensing laws. 
especially exclusive ones that create monop-
olies. 

Education is heavily subsidized by taxes 
(Third Layer aggression). Subsidies cause 
waste, especially when services are provided 
by the government. Public schools consume 
twice as many dollars in operating costs as do 
private ones.' The amount of money spent per 
pupil, however, does not significantly affect 
educational quality.5  The real waste is not 
money, however, but the minds of our chil-
dren. A poor education means fewer skills with 
which to create wealth. As always, aggression 
breeds poverty. 

Schooi-age children are forced—at gun-
point, if necessary—to attend a licensed school 
(Fourth Layer aggression). Because we want all 
children to get a good education, we view 
tuition-free public schools and mandatory 
attendance as a way to ensure that neglectful 
parents are not allowed to deny their children 
this valuable asset. As always, aggression 
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gives us results we'd rather not have. Spe-
cifically, Fourth Layer aggression allow others 
to control the way we think about our world. 
just as it allows an elite group to control our 
finances (Chapter 9: Banking on Aggression). 

THE MARKETPLACE ECOSYSTEM: HON-
ORING OUR NEIGHBOR'S CHOICE 

Early in our country's history, Americans 
were considered to be among the most literate 
people in the world.9  Schooling was neither 
compulsory nor free, although private "charity" 
schools provided education to those too poor to 
afford formal ins truction.1°  Licensing 
requirements for teachers and schools were 
almost non-existent. In the early 1800s, 
Boston had schools that were partially tax-
supported public institutions, but twice as 
many children attended the private ones. 
Admission to these public schools required 
that the students already have been taught to 
read and write either by their family, a tutor, 
or one of the private "dames" schools." Never-
theless, a survey in 1817 revealed that over 
90% of Boston's children attended the local 
schools! Evidently, only a few parents were too 
proud to take charity, didn't feel schooling was 
of much value, taught their children at home, 
or needed the extra income the child could 
make working. 12  Education was readily 
available for those who chose to take advan-
tage of it. Not surprisingly, school attendance 
in New York City showed no change after the 
establishment of tuition-free public educa-
tion.13  

Parents had a variety of schools from 
which to choose, especially among institutions 
that were not restricted by conditions attached 
to state support. Some schools prepared 
students for the university and some taught 
the trades. Some schools provided a broad-
based education, while others focused on a 
particular area of expertise. Private tutoring 
was available for those unable to attend 
ordinary day school. The marketplace 
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ecosystem. free from aggression, quickly 
adapted to consumer needs. Parents voted 
with their dollars to support the educators 
who served them best. In this way, parents 
determined both the content and process by 
which their children would be educated. 

Historically, much of 
the motivation for pub-
lic schooling has been 
to stifle variety and 
institute social control, 
—Jack Hugh 
Cato Institute 

...public schooling of-
ten ends up to be little 
more than rnajoritarian 
domination of minority 
viewpoints. 
—Robert B. Everhart 
Professor of Educa-
tion. University of 
California, Santa 
Barbara 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 

The diverse education available in the 
United States greatly pleased the immigrants, 
who came from societies where their children 
could not go to a school that taught the values 
they cherished. Some influential citizens, 
however, felt that society was disrupted, rather 
than enriched, by the different perspectives 
and faiths that the immigrants brought with 
them. With a uniform system of "American" 
education, they could mold children into what 
they perceived as proper citizens. They clam-
ored to increase the aggression of taxation so 
that public schools wouldn't need to charge 
much tuition. Parents would be forced—at 
gunpoint, if necessary—to turn over their 
hard-earned dollars to the public schools. If 
they were wealthy enough to have any money 
left, their children could still go to the private 
school of their choice. Like the serpent in the 
Garden of Eden, the so-called reformers 
tempted the American citizenry to use aggres-
sion against the poor immigrants, ostensibly 
to create harmony throughout the land. 

Many immigrants had come to the United 
States to escape this holier-than-thou atti-
tude. In spite of the additional financial 
burden, impoverished immigrants made great 
sacrifices to educate their children as they saw 
fit rather than send them to inexpensive or 
even free public schools. Catholics saw the 
public schools as vehicles for Protestant 
propaganda and established parochial schools; 
German immigrants sent their children to 
private institutions when the public ones 
refused to teach them in German as well as in 
English. Immigrants who preferred that their 
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children be taught in their native tongue and 
learn about their Old World heritage opted for 
private or parochial schools that catered to 
their preferences." 

The willingness of poor parents to send 
their children to private instead of public 
school tells us how highly they valued educa-
tion, specifically, education that reflected their 
belief system and culture. Many people had 
come to the United States for a chance to pull 
themselves away from the poverty trap spun 
by Europe's guild-style licensing laws and 
other forms of aggression. Perhaps they didn't 
want their children in schools that were creat-
ed by the kind of aggression from which they 
had recently fled. Perhaps they feared that 
schools built on aggression would teach ag-
gression. if that seems farfetched, consider 
your own education. As you've read through 
the past few chapters, have you been saying to 
yourself, "That's not the way my teachers told 
me the world worked"? 

Can you imagine a school system that is 
funded by taxation hiring a teacher who 
equated taxation with theft? Such a teacher 
would be unlikely to seek a job in the public 
school system in the first place. Obviously 
then, public school teachers are highly likely 
to believe that selfish others are the cause of 
war and poverty and that altering their 
behavior—at gunpoint, if necessary—is justi-
fied—even noble. From this perspective, 
children will be taught that first-strike force, 
fraud, or theft is acceptable as long as its for 
a good cause. An obvious underlying assump-
tion of this philosophy is that the ends are not 
influenced by the means used to obtain them. 
To parents with an enlightened view of how the 
world works, this is analogous to teaching 
their child that 2 + 2 = 5! Unfortunately, these 
are the beliefs that are being propagated. 
These are the beliefs that are keeping us from 
a world of peace and plenty. 

We interpret facts according to our world 
view. If our interpretation Is correct, we will do 

A general State edu-
cation is a mere con-
trivance for molding 
people to be exactly 
alike one another; and 
as the mold in which it 
casts them is that 
which pleases the pre-
dominant power in the 
government, whether 
this be a monarch, a 
priesthood, an aristo-
cracy, or a majority of 
the existing genera-
tion; in proportion as it 
is efficient and success-
ful, it establishes a 
despotism over the 
mind, leading by a 
natural tendency to 
one over the body. 

—John Stuart Mill 
English philosopher 

and economist 
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the things that take us to our goal. We will be 
able to create peace and plenty in our hearts, 
our families, our communities, and our world. 
if our interpretation is faulty, we will create 
problems instead of solving them. No wonder 
parents who wanted the best for their children 
were willing to make great sacrifices to send 
them to a school that would complement their 
home instruction! 

The immigrants not only wanted their chil-
dren instructed according to their faith and 
culture, they wanted their children to develop 
readily marketable technical skills. Since 
school boards were drawn from the upper 
class and professional groups, curricula 
tended to be geared toward a liberal arts 
education as preparation for college:5  Those 
who could not afford to pay public school 
taxes and private school tuition sometimes 
opted for informal instruction in the trades or 
home schooling. 

Some immigrant children worked because 
their families needed their support. Today, 
our society is wealthy enough that child labor 
is usually unnecessary, but this was not true 
in the 1800s. immigrant children, especially 
those on farms, contributed substantially to 
their family's financial well-being. When the 
family's financial condition improved, the level 
of the children's education did too:7  This pat-
tern suggests that rather than being "exploita-
tion," child labor was a matter of necessity and 
was dispensed with as soon as possible. Since 
schooling was not compulsory, children could 
mix work and school as necessary to strike a 
balance between creating enough wealth to 
survive and ]earning long-range wealth-
creating strategies in school. Of course, 
working was also a form of education. It gave 
the child experience, skills, and accountability 
training. Employers look for experience. By 
forbidding children to work, we deny them an 
excellent educational opportunity. 

Compulsory school attendance made it 
more difficult for children to obtain work 
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experience. Children were less available for 
learning a trade or obtaining employment 
when they had to be in school for many 
months each year. Without the ability to mix 
work and school, private education became 
less affordable. Private education was an 
option only for children with parents wealthy 
enough to pay for private school tuition in 
addition to the taxes that supported free public 
schools. 

As always, when we sow the seeds of 
aggression, we reap the bitter fruit. The 
reformers were successful in getting education 
by aggression—but the results have not been 
what they desired. Because children are 
required by law to be in school, the public 
institutions find themselves saddled with some 
individuals who have little motivation to learn. 
Although these children can be disruptive, 
sometimes even violent, expelling them is not 
a legal option. As attendance has risen, so has 
theft, drugs, and violence perpetrated by 
students unmotivated by the curriculum:8  As 
attendance has increased, SAT scores have 
declined (Figure 10.1), suggesting that keeping 
problem students in school adversely affects 
learning for other students. 

In response to schools that cannot educate 
or even guarantee student safety, many par-
ents have chosen to keep their children out of 
schools and teach them at home. In many 
states, home schooling is legal only if a state-
certified teacher is instructing. Parents without 
certification have been fined or jailed for home 
schooling, even when the education has been 
progressing well. 

The Amish have been persecuted as well. 
These closely knit rural communities shun 
modern technology and embrace a simple, 
non-violent way of life. They found that stan-
dard curricula encouraged a materialistic and 
violent perspective that was incongruent with 
their spiritual beliefs. Certified teachers were 
ill-equipped to teach the Amish children the 
values the community cherished. In addition, 

Yet some parents are 
now saying that delib-
erate withdrawal of 
their children from com-
pulsory schooling 
illegal act in most 
states—is not unlike 
draft resistance in an 
immoral war. 

—Marilyn Ferguson 
THE AQUARIAN 

CONSPIRACY 
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Figure 10.1 Relationship Between Student 
Attendance and Performance 

1950 	1960 	1970 	1980 

Year 
Reprinted with permission of the National Center for Polley analysi;-: 
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certified teachers were more expensive than 
their Amish counterparts. 

The Amish believe secondary education 
should consist of learning agricultural and 
domestic skills, rather than the liberal arts 
and science. Instead of honoring their choice, 
aggression is used to herd their children into 
the schools of ''the one best system." While we 
deplore historical references to the persecution 
of early scientists, such as Galileo, we fed 
comfortable in dictating the choices of those 
who prefer a life without technology. If the 
Amish tried to force our children to learn their 
ways, we'd be appalled: yet we feel justified in 
doing to them what we don't want done to us. 

Of course, well-to-do parents needn't 
worry about persecution or home schooling or 
even paying private school tuition in addition 
to school taxes. They congregate in expensive 
neighborhoods where only "their kind" can 
afford to live. Their local public schools cater 
to their values. Indeed, the suburban public 
schools have become more exclusive than the 
private ones.' 9  

On the other side of the tracks, parents too 
poor to move from the ghetto shudder at the 
prospect of sending their children to neighbor-
hood public schools where violence prevails 
and learning is difficult. Through their rents, 
they pay a large portion of their income for the 
property taxes that support schools they dare 
not send their children to. Instead, they've 
started to enroll their children in the local 
parish or independent neighborhood schools—
even if they have to pay tuition with their 
welfare checksI2°  As a result, the proportion of 
minorities in private schools increased from 
the early 1970s to the early 1980s, even 
though tuition costs continued to rise.21  In the 
late 1970s, more private school students came 
from families in which the parents earned 
between $5,000 and $10.000 a year than from 
families with incomes of $25,000 or better.22 

The minorities and low-income families are 
not the only ones choosing private education 

...the Plain Peoples' 
approach to education 
may be one of the 
most effective yet de-
vised. Their success in 
training the young to 
be farmers has impre-
ssed many agricultural 
experts. Unemploy-
ment, indigence, juve-
nile delinquency, and 
crime are surprisingly 
infrequent. Amish 
prosperity and self-
s ufficiency are legend-
ary. These are not the 
characteristics of a 
preparation for adult-
hood that has failed. 
—Donald A. Erickson 

Professor of Educa-
tion, University of 

California, 
Los Angeles 
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...when it (the State) 
controls the education, 
it turns lt Into a rou-
tine, a mechanical 
system in which in-
dividual initiative, in-
dividual growth and 
true development as 
opposed to a routine 
instruction become 
impossible. 
—Sri Aurobindo 
SOCIAL AND POLITICAL 
THOUGHT 

Public educators, like 
Soviet farmers, lack 
any tncentive to pro-
duce results, Innovate, 
to be efficient, to make 
the ktnds of difficult 
changes that prtvale 
firms operating in a 
competitive market 
must make to survive. 
—Carolyn Lochhead 
Insight, December 24, 
1990 

for their children, however. Public school 
teachers, who ought to be best informed, are 
twice as likely as the rest of the population to 
send their children to private schools!21  What 
does this tell us about public school quality? 

Obviously, parents choosing private 
schools do so for reasons other than their 
religious beliefs or their concern for their 
children's safety. Public schools are doing 
such a poor job of teaching students, that 
many children are being sent to private after-
school learning centers,21  which were virtually 
non-existent a generation ago. Private schools 
nationwide are much more successful at 
teaching students than public schools are. 
This difference was obvious to me even as a 
high school student. Students from the 
Catholic schools took a higher proportion of 
awards at the Science Fair than public school 
students did. A 1987 study found the reason: 
parents can choose to take their children and 
their dollars elsewhere if schools don't meet 
their standards.25  

One innovaiive private institution charges 
less than half of the dollars consumed by the 
public system, even though it caters to stu-
dents who are about to drop out of school. 
Using computer technology and a low student 
to teacher ratio, the school boasts an 85% 
graduation rate.26  The founder of this school 
is a former public school teacher who just 
couldn't convince the bureaucracy to try 
something new. 

The secret behind the success of private 
schools is Less aggression. Parents are not 
forced—at gunpoint, if necessary—to send 
their children to the neighborhood public 
school. Instead, they can remove their child if 
they are not satisfied with the educational 
content or process and can enroll them 
elsewhere. Removing even a tiny amount of 
aggression from public education has a 
beneficial effect. For example, public schools in 
Harlem were encouraged to each take on an 
individual specialty, one emphasizing science 
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and math, another encouraging the performing 
arts, and still another providing special 
attention for those with learning difficulties. 
Parents could choose which school their child 
would attend. If things didn't work, they could 
move to another. Schools had to either perform 
or lose their clientele. The results are impres-
sive. Before "choice," only 15% of the district's 
students read at grade level: now 64% make 
the grade.27  Similar results have been reported 
in other areas of the country." No wonder the 
poor and the minorities are the strongest sup-
porters of educational choice that is engen-
dered by less aggression.29  

THE EASY WAY OUT 
If such a little freedom from aggression 

goes such a long way, what might we expect if 
we were willing to forgo it altogether? If we 
honored our neighbor's choice, what educa-
tional heights could we aspire? Let's try to 
imagine what a successful school might look 
like if education were totally deregulated (i.e., 
completely free from aggression). 

Quest, Inc., might be such a school. Larger 
than most high schools before deregulation, 
it's still expanding to accommodate the large 
number of student applicants. Quest's success 
is largely due to its effective use of computers 
and audiovisual equipment, which have long 
been known to double a student's learning.3°  

Both of Carol's parents work and are easily 
able to pay her tuition at Quest. Some of 
Carol's classes begin with a professionally 
produced, entertaining video produced by a 
company that sells exclusively to schools. This 
company pays royalties to any teacher whose 
ideas for improvements or new subjects are 
incorporated. Continuous updating ensures 
that the videos use the best ideas and methods 
to maintain the student's interest. 

After the video, students go into one of 
several "query" classrooms where the resident 
teacher answers any questions the students 
may have. Different students relate best to 
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different teachers; letting the students gravi-
tate to those who "speak their language" 
facilitates understanding. 	Not all Quest 
teachers have advanced degrees, but all in-
structors must facilitate students' learning. 
Teachers who can't attract students to their 
query sessions won't be at Quest very long. 
Teachers who do especially well are given 
bonuses and asked to share their techniques 
with other Quest faculty members. Teachers 
reap as they sow. 

When their questions are satisfied, stu-
dents proceed through an interactive computer 
program that tests their new knowledge gained 
from the video. Students who do not properly 
answer the computers' queries review the 
relevant part of the lesson on the computer in 
a different format, and the student is retested 
later in the session. Students may then opt for 
more sophisticated problems or mini-lessons 
to extend their knowledge. 

The programming is designed according to 
a student's strengths and weaknesses. Carol 
excels in history and the social sciences and 
does poorly in math and the sciences. When 
she keys in her password on the computer, 
she accesses the math problems formulated in 
terms of historical events. Sometimes Carol 
finds the math video so confusing that she 
spends all her time in the query session, never 
getting to the computer at all. Since her family 
has a home computer, she can either take a 
disk home to catch up or stay after class, since 
Quest staff is available from 7 a.m. to 9 p.m. 
This format lets ambitious teens work and go 
to school part-time. 

Some teens are actually placed in jobs by 
Quest. Students aspiring to be scientists or 
doctors, for example, cannot be sure they have 
made the appropriate choice until they actual-
ly find themselves immersed in the type of 
work they have chosen. Quest cultivates 
relationships with good employers/mentors to 
expose students to work environments (e.g.. 
hospitals or laboratories) before students need 
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to make definitive career choices. Before 
deregulation, students might be in their last 
year of college before they actually held the 
type of job for which they had spent so much 
time learning. 

The instructors enjoy working at Quest. 
Inc., because they can do what they were 
trained to do—teach. The repetition is taken 
out of their jobs by the extensive series of 
professionally produced videos and computer 
learning programs provided for the students. 
Some teachers supplement their income by 
preparing audio-visual texts in their specialty. 
Teachers devote most of their time to answer-
ing students' questions, guiding them toward 
the curriculum most suited to their needs, or 
teaching essay writing and other skills that do 
not lend themselves to electronic instruction. 

The computer summarizes each student's 
progress, so teachers can monitor what each 
child is learning on a regular basis and give 
special attention when needed. Since they are 
paid partially in stock certificates and they 
share in school profits, teachers make sure all 
students meet their predefined targets. 

For example. Carol's counselor explained 
that her exceptional grasp of the social 
sciences and her average understanding of 
math and the sciences gave her several 
options. For example, she could spend more 
time on science and math to match her 
proficiency in other areas. Alternatively, she 
could elect to focus only on the basics in math 
and the sciences while earning college credit in 
her specialties. Most colleges expect applicants 
to take some of the privately administered 
national tests to be sure prospective students 
meet college standards. High school diplomas 
are a thing of the past. Instead, students 
continue until satisfied that their test scores 
indicate the proficiency level they had targeted. 
By age 12. most Quest students have the 
equivalent of an old-style high school diploma. 
Most also have at least one work reference 
from on-the-job training. 
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Problems with drugs or violence are virtu-
ally non-existent, since students are suspend-
ed for the first offense and expelled for recur-
rence. If they choose to, expelled students can 
still get a Quest education through the home-
study program described below. 

Social interaction is integrated into the 
curriculum. Children are instructed in how to 
tutor younger siblings and classmates, engage 
in constructive teamwork, and practice leader-
ship by taking turns coordinating cooperative 
assignments. Some of this instruction is 
intertwined with physical education or work-
study assignments. 

Quest is less expensive overall than the 
old-style public school system, for a number of 
reasons. Because of the advanced technology, 
students learn faster and spend less time in 
school. Teachers are able to give whatever level 
of attention is needed to maximize each 
student's learning. Bureaucracy Is minimized, 
and teachers are discharged if they aren't 
proficient. 

Nevertheless, the yearly tuition is still 
beyond the means of many who would like to 
see their children go there. Pete's father, for 
example, never finished high school and works 
as a janitor for a small hotel. He wants his son 
to have the best education money can 
buy—but he doesn't have the money to buy 
much. Quest enrolled Pete in the parent-
student work-study program. The school 
assigns Pete's dad evening and weekend 
janitorial and maintenance work under the 
watchful eye of the full-time school mainte-
nance supervisor. Most of the non-teaching 
function of the school is provided this way. 
Eventually, Pete will do his part by supervising 
younger children as they watch the teaching 
videos, working with the cafeteria staff, and 
tutoring less-advanced students. Pete will not 
only get a Quest education, but a work refer-
ence as well. Pete will never have to worry 
about being classified as "unskilled labor." 
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Stephanie Baker's single mother wants her 
daughter to get a Quest education. Tuition, 
however, is beyond her means, and work-
study is difficult because Stephanie's bedrid-
den grandmother requires constant care. By 
providing the day school to three children with 
working mothers, Mrs. Baker pays for the 
rental of Quest video tapes and workbooks for 
Stephanie. Computer software is available too, 
but Stephanie's mother doesn't have a home 
computer. The children watch teaching videos. 
then use their workbooks to solve problems 
and test their understanding. Mrs. Baker 
answers their questions and helps them as 
much as she can. Every two weeks, the 
children are given a Quest test. Quest provides 
the children with recommendations for further 
studies. For example, one child had trouble 
with math and received a special series of 
videos and workbooks for his homework. As 
the children get older, they begin tutoring in 
their neighborhood to pay for the formal 
testing that colieges and employers frequently 
require. 

The children Stephanie has tutored got 
most of their schooling from one of the cable 
television stations that carry programmed 
learning courses. For a monthly fee slightly 
higher than the entertainment channels, a 
family can order the educational programs 
geared to the ages of their children. Some 
parents have gotten each child his or her own 
television, and learning becomes an all-day 
affair at home. Workbooks and textbooks come 
with the cable subscription, complete with 
answer books to test questions. A number of 
correspondence courses are also available for 
subjects in which a professional's evaluation is 
desirable (e.g., essay writing). 

Even less expensive are the TV-schooling 
channels supported by advertising. Many 
churches combine day care and education by 
providing space for volunteers to use. To keep 
the attention of the young people. the videos 
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tend to be highly participatory. Children sing 
their alphabet to catchy jingles and march 
around the room chanting historical dates, 
names, and happenings. Madison Avenue 
techniques are used to produce stimulating 
programs so that the firms would pay top 
dollar to sponsor them. Some of this program-
ming was pioneered before deregulation and 
was available in a few futurist locations,' 

With all of the options available at costs 
ranging from substantial to trivial, few chil-
dren are unschooled. The exceptions tend to 
be children of parents who despise education 
of any kind. Since family background is a 
significant factor in a child's scholastic 
achievement, many of these children would 
not have benefited by any kind of schooling. 
Before deregulation, these children would have 
disrupted the learning of others with drugs 
and violence, while learning little. 

Now they do have a chance. The local 
Kiwanis and Rotary Clubs run newspaper 
advertisements asking concerned citizens to 
help them identify such children, hoping to get 
their parents' permission to get them special 
teaching assistance. With advertised educa-
tional TV channels widely available, few such 
children were located. People smart enough to 
want to learn are smart enough to tune the 
selector button to the channel that has what 
they want! 

NON—AGGRESSION 
IS THE EDUCATION OF CHOICE! 



CHAPTER 11 

SPRINGING THE POVERTY TRAP 

When we use aggression to alleviate the pover-
ty caused by aggression, we only make matters 
worse. 

THE MARKETPLACE ECOSYSTEM AT 
WORK 

Our country has a proud history. Less 
than 200 years after its founding, the United 
States was the richest nation on earth. Yet few 
who migrated here were wealthy; most people 
came to this country with little more than the 
clothes they were wearing. What made 
America the land of opportunity for penniless 
immigrants was something that could not be 
found in any other country at that time. 
People in the United States were relatively free. 
not to do as they pleased, but free from 
aggression. No minimum wage laws kept the 
disadvantaged worker from getting a start. 
Few licensing laws prevented people from 
providing services to willing customers. 
Education was available and affordable. It 
could be integrated into a working lifestyle. No 
wonder people were willing to leave their 
homes for a new culture and even a new 
language. In most other nations at that time, 
education and the creation of wealth were 
limited to the elite by aggression-through-
government. 

AGGRESSION DISRUPTS THE MARKET-
PLACE ECOSYSTEM 

Today. of course, aggression once again 
keeps the disadvantaged from creating wealth 
for themselves and their loved ones. Minimum 
wage laws exclude unskilled workers from the 
Job market, while increasing the prices they 
must pay for goods and services. Licensing 
laws squeeze small companies out of business. 
Sixty percent of all new Jobs in the United 
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The government laws 
that have proven most 
devastating, for many 
blacks, are those that 
govern economic activ-
ity. The laws are not 
discriminatory in the 
sense that they are 
aimed specifically at 
blacks. But they are 
discriminatory In the 
sense that they deny 
full opportunity for the 
most disadvantaged 
Americans, among 
whom blacks are dis-
proportiona tely repre-
sented. 
Walter Williams 
black economist 

Economic control is not 
merely control of a 
sector of human life 
that can be separated 
from the rest; it is the 
control of the means 
for all our ends. 
—Ludwig von Mises 
HUMAN ACTION 

No matter how worthy 
the cause, it is rob-
bery, theft. and injus-
tice to confiscate the 
property of one person 
and give it to another 
to whom it does not 
belong. 
—Walter Williams 
Professor of 
Economics, 
George Mason 
University 

States are created by firms with fewer than 21 
employees. These same businesses also 
provide 80% of all new minority positions.' 
Strangling the small businesses with aggres-
sion destroys jobs. especially for disadvan-
taged workers. As aggression increases, the 
large firms become monopolies and the price of 
services increases, further penalizing the poor. 

If. in spite of all these setbacks, disadvan-
taged individuals manage to acquire some-
thing, they are the first to flounder in the 
alternating waves of inflation and deflation 
produced by the money monopoly. Moving to 
the poor side of town has grave consequences 
for the children of parents financially crippled 
by aggression, however. Unless the parents are 
willing and able to make heroic sacrifices, their 
children will be subjected to inner city-style 
public education. Less skilled than their par-
ents, they are even more likely to be 
stopped—at gunpoint, if necessary—from 
creating wealth. 

As we survey the plight of these unfortu-
nates, we are usually unaware of the role we 
have played in creating their poverty. For 
example. we fail to notice that when minimum 
wages go up in a particular region of the coun-
try, welfare payments increase to the newly 
unemployed.2  Without such awareness, we 
repeat our mistake of using aggression as we 
try to help the destitute. As a result, we used 
the aggression of taxation to support a massive 
"War on Poverty." 

Two 'Wrongs" don't make a "right." Wel-
fare, which is charity by aggression, ensnares 
the poor in a never ending cycle known as the 
poverty trap. 

In the 1970s. welfare payments and other 
forms of aid available to poor families (e.g., 
food stamps, medical care, etc.) increased to 
such an extent that total benefits exceeded the 
median income of the average U.S. family! In 
1975. working heads of households needed to 
make 820.0❑0 to give their families benefits 
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equivalent to what they could have on welfare. 
Only 25% of U.S. families earned this much13  
In 1979, the median family income was $1,500 
less than the potential welfare benefits for a 
family of the same slie.4  

In the 1970s, two working parents had to 
make more than the minimum wage to match 
what they would receive on the dole.4  A young 
working couple with children might find that 
their net income after child-care costs would 
be less than what they could receive on wel-
fare. In these circumstances, accepting aid 
instead of working would seem like the smart 
thing to do. 

Opting out of the work force at a young age 
has grave consequences later on, however. 
While a working person might start out with 
less than those on aid, experience would 
eventually result in raises and a higher 
standard of living. On welfare, however, little 
progress is made over time. Since most welfare 
benefits can be used only for food, medical 
care, and shelter, saving is almost impossible. 
When their working contemporaries are ready 
to buy their first house, those on welfare are 
still unable to afford a car. 

The attraction of the short-term gain 
encourages many individuals to choose poverty 
for life. One study estimated that one-sixth of 
aid recipients could have worked but chose 
leisure and the other benefits of being sup-
ported by tax dollars instead.5  An elaborate 
study involving almost 9,000 people docu-
mented the deleterious results of a guaranteed 
income. One group of subjects, who served as 
controls, received no benefits. An experimental 
group was told everyone would be given 
enough money to bring total individual income 
to a specified target amount. Those in the 
experimental group who worked would receive 
less money than those who didn't, so everyone 
would have the same income for three consec-
utive years. 

When the control and experimental groups 
were compared, the results were unequivocal. 

The fundamental fact 
in the lives of the poor 
in most parts ofAmer-
ica today is that the 
wages of common la-
bor are far below 
the benefits of AFDC, 
Medicaid, food stamps, 
public housing, public 
defenders, leisure time 
and all the other goods 
and services of the 
welfare state. 

—George Gilder 
WEALTH AND POVERTY 
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The more that is given, 
the less the people will 
work for themselves 
and the less they 
work, the more their 
poverty will increase. 
—Leo Tols toy 
author of 
WAR AND PEACE 

Young men who stayed unmarried throughout 
the experiment worked 43% less when income 
was guaranteed. These young men jeopardized 
their future earnings by getting less work 
experience than their peers. Wives in the 
experimental group cut their hours by 20%, 
and their husbands reduced their work week 
by 9%. If a female head of household lost her 
job, it took over a year for her to find a new 
one if she was receiving guaranteed income. 
Her counterpart in the control group found 
new employment in less than half the time.6  
Clearly, welfare payments decreased the 
incentive to work, especially for individuals 
with no family responsibilities. 

Divorce rates went up by 36-84% for most 
couples in the experimental group. Evidently, 
part of what binds couples together is the 
economic benefits of a family unit. Guaranteed 
incomes made it easier to say good-bye. In one 
group. couples thought that their welfare 
payments would be stopped if they separated. 
As a result, divorce rates in that group were 
comparable to those of the controls.' Clearly. 
people adjusted their behavior to adapt to 
income guarantees. 

In 1980, i began to rehabilitate low-income 
housing in Michigan and observed this heart-
wrenching situation repeated time and time 
again. My tenants were rarely disabled physi-
cally or mentally; most were able-bodied men 
and women with small children. These adults 
were quite capable of full-time employment. 
They seldom had trouble doing the arithmetic 
necessary to figure how much rent they owed, 
even if an erratic payment schedule made the 
calculation more difficult. Consequently, they 
easily figured out that women with several 
children were able to maintain a higher stan-
dard of living on welfare than women or men 
without dependents. More babies meant more 
benefits. Unskilled teenage women, eager to 
establish an independent household, found 
that having a child out of wedlock gave them 
sufficient income to do so. 
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In 1980, 82% of all black infants in the 
United States born to mothers aged 15 to 19 
were illegitimate.8  Paternal desertion is en-
couraged in many states because aid is un-
available to a woman if the father of her child 
lives with her.9  

Industrious individuals who take jobs find 
their welfare benefits abruptly terminated and 
their net income lower than before. The welfare 
habit is difficult to break, partly because of the 
withdrawal period of lower income that ac-
companies an entry level job in the work place. 
Only the most determined recipients succeed 
in breaking out of the poverty trap. 

Those who remain ensnared eventually 
come to believe that they are incapable of sup-
porting themselves and their loved ones. Some 
simply lose their self-esteem or bitterly blame 
society for their plight. Sometimes they lose 
their sense of responsibility, not caring for 
their children or their home. Landlords refuse 
to rent to them, knowing that, on the average, 
their children are more likely to run wild and 
the apartment is less likely to be maintained. 
Children raised by parents with such attitudes 
have a lot of destructive conditioning to over-
come. 

A LOSE-LOSE SITUATION 
Just how have the minority poor adapted 

to the country's welfare system? In 1980, more 
20- to 24-year-old black males were on 
welfare than the worst-case scenarios that 
had been based on the atmosphere of dis-
crimination existing between 1954 and 1961. 
Black illegitimate births and single-parent 
homes were much higher than the most pessi-
mistic predictions.19  In the 1940s, Iess than 
10% of all black babies were born out of 
wedlock; by 1982, more than 50% of them were 
illegitimate. The number living In poverty 
tripled from 1959 to 1982." Easily accessible 
welfare payments had the same effect as 
guaranteed income. Individuals had less in-
centive than they did in earlier times to work 

The combination of 
welfare and other so-
cial services enhance 
the mother's role and 
obviate the man's. As 
a result, men tend to 
leave their children, 
whether before or after 
marriage. Crises that 
would be resolved M a 
normal family way 
break up a ghetto 
family. Perhaps not 
the first time or the 
fifth, but sooner or 
later the pressure of 
the subsidy state dis-
solves the roles of 
fatherhood, the disci-
plines of work, and the 
rules of marriage. 

—George Gilder 
WEALTH AND POVERTY 
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Love is more than 
simply being open to 
experiencing the an-
guish of another per-
son's suffering. It is 
the willingness to live 
with the helpless 
knowing that we can 
do nothing to save the 
other from his pain. 
—Sheldon B. Kopp 
IF You MEET THE 
BUDDHA ON THE ROAD, 
KILL HIM! 

and to maintain a family structure. Conse-
quently, fewer did. 

Black poverty was hardly a result of in-
creasing discrimination. Blacks had unprece-
dented opportunities awaiting them in the 
work place. By 1980, the percentage of black 
workers employed in white-collar jobs, the 
percentage of blacks in college, and the black-
to-white income ratio of full-time workers had 
exceeded optimistic projections based on the 
trend toward less discrimination established 
between 1961 and 1965.1°  Clearly, blacks who 
escaped the poverty trap could look forward to 
unprecedented gains. Unfortunately. the 
increased aggression of minimum wage, li-
censing laws, and welfare made that escape 
extremely difficult. 

With the best intentions, we've hurt the 
poor instead of helping them. Our brotherly 
love has caused the disadvantaged to choose 
dependence over self-sufficiency, poverty over 
getting ahead, and severing family ties in times 
of stress over pulling together. As a result, by 
the late 1970s, 20% of all U.S. families 
depended upon government welfare for 96% of 
their income.12  By 1980, more people were 
economically dependent on the government 
than in 1965,13  when the War on Poverty 
programs began! 

Like overprotective parents, we've stifled 
the development of self-reliance and self-
esteem in our minority poor by trying to give 
them too much. No matter how much we 
might wish to save people from suffering 
through the low-paying entry-level job, ifs 
simply not something we can do for them. In 
trying to protect them, we destroy their ability 
to protect themselves. 

We pay handsomely to keep people poor. In 
1982, enough of our taxes went toward social 
welfare programs to provide every poor family 
of four with an income of more than $46,0001'4  
instead of the poor getting this amount, 
however, approximately 74 cents of every 
dollar went to the welfare industry!'' 
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With so much welfare going to middle-
class administrators, the hard-core needy are 
literally left out in the cold. Those truly inca-
pable of producing significant wealth, 
especially those who are mentally disabled, 
may end up among the increasing numbers of 
homeless. In San Francisco. where I lived for 
a year, many of those unfortunates roamed 
the parks and cities scrounging for food and 
shelter. 

The housing problem that generates 
homelessness has been linked to the aggres-
sion of rent control, zoning restrictions, build-
ing codes, and construction moratoriums, all 
of which limit the availability of inexpensive 
housing.16  When construction is limited and 
landlords can charge only a minimal rent, they 
naturally rent to only the most affluent ten-
ants. rather than the poor who might be late 
in their payments. Once again, aggression 
hurts those it is supposed to protect. 

THE EASY WAY OUT 
How can we take care of those truly in 

need without destroying the incentives and 
development of those who are truly able? 

Many individuals are capable of creating 
wealth but are excluded from the job market 
by minimum wage and licensing laws. Much 
poverty can be alleviated by allowing people to 
create wealth at whatever level they can and 
"work their way up." 

Guy Polhemus, a soup kitchen volunteer, 
realized that New York City's homeless might 
be able to create a little wealth for themselves 
by collecting beer and soda cans.17  He started 
a non-profit organization. WE CAN, to redeem 
the cans and hired some of his earliest "cus-
tomers" to help staff the fledgling business. 
Industrious collectors earn $25 to $30 a day 
by helping clean up the city's litter and reduc-
ing the garbage going into landfills. Some 
people have told Polhemus that scavenging 
cans was too degrading. Obviously, the home-
less, who voluntarily participate. disagree. 

...we could end up in 
an absurd situation 
where a third of the 
population produces 
goods and services, 
another third are so-
cial workers and the 
Iasi third are welfare 
cases and pensioners. 

—Jens Aage 
Bjoerkeoe 

Danish social worker 

Cities with rent con-
trols had on average, 
two and a half times 
as many homeless 
people as cities with-
out them. 

—William Tucker 
THE EXCLUDED 

AMERICANS: 
HOMELESSNESS AND 

HOUSING POLICIES 
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It's me using my own 
mind to do something 
for me. It gives me 
pride. Its  not like we 
are living off weYare 
or stealing. 
—Jack Miller 
a WE CAN customer 

They choose to create what wealth they can. 
Polhemus was so impressed with their dili-
gence that 12 of the homeless can collectors 
became WE CAN employees with full health 
benefits. Polhemus is starting new redemption 
centers to meet the demand. Now these 
employees will have a chance to work their 
way up into management. 

Lupe Anguiano left the Department of 
Health, Education, and Welfare in frustration 
to create LETS GET OFF WELFARE, which 
placed 42 San Antonio women into jobs. Six 
months later, the program had helped 500 
women leave welfare for the work force. After 
one year. 88% were still employed. Anguiano is 
implementing her program in other cities too. 
She seeks funding from the corporate sector, 
because accepting government grants comes 
with so many regulations that not enough time 
is left to help the clients! Her training program 
costs less than $700 per person in 1973, while 
comparable public sector services ranged from 
$3,000 to $15,000. 

In another case, 29-year-old Kimi Gray 
was approached by three teens who wanted to 
know how to get to college. Because she was a 
youth coordinator for the public housing 
project in which they resided, the teenagers 
thought she would know what to do. Kimi 
started a prep group, COLLEGE HERE WE 
COME, which met regularly. Twenty-five stu-
dents drilled each other, practiced taking 
exams, and dreamed what seemed like a 
hopeless dream. Only two teens had ever left 
the housing development for college. 

The enthusiasm of the determined stu-
dents was catching. however, and soon the 
parents started a booster club to raise money 
through raffles, bake sales, and sundry other 
projects. Slowly but surely, the dream materi-
alized. In August 1975, 17 youngsters left for 
out-of-town colleges amid the cheers and best 
wishes of the entire housing project. 

COLLEGE HERE WE COME continues and 
boasts more than 600 students' success 
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stories. Kim' Gray and other residents 
eventually convinced the city of Washington, 
D.C., to let them manage the public housing 
project where they live. Rent receipts went up 
by 60% and management costs went down by 
the same amount. Welfare and teenage preg-
nancy were cut in half, and crime fell by an 
incredible 75%.19  

These success stories demonstrate that the 
poor and the homeless are capable of creating 
wealth. Our aggression destroys their oppor-
tunities. After crippling them financially, we 
offer to share the wealth we've created in the 
belief that they are helpless. Then we pat 
ourselves on the back for our generosity! 

The best way to help the poor is to do away 
with the aggression that entraps them. For 
those who truly cannot support themselves 
and their loved ones, voluntary contributions 
of time and/or money would be more than 
adequate. For example, in 1984, individuals 
contributed $62 billion to charities. Eighty-five 
percent of the population makes some sort of 
donation, in spite of paying taxes for welfare. 
Almost half of all adults volunteer an average 
of 3 hours per week to charitable causes: the 
dollar value of this donated time is minimally 
estimated at $65 billion. The combined 
contributions of time and money by individu-
als to charitable causes exceeds the poverty 
budgets of federal, state, and local govern-
ments combined.2°  

The freedom from aggression that makes it 
possible to create great wealth also spurs 
Americans to generosity of spirit. Loving our 
neighbor comes more easily in a culture when 
we need not fear aggression from that neigh-
bor! Loving our neighbor comes more readily 
when we are not accustomed to being aggres-
sors ourselves. 

Americans make really 
great sacrifices for the 
common good, and I 
have noticed a hun-
dred cases in which, 
when help was need-
ed, they hardly ever 
failed to give each 
other support. 

—Alexis de 
Tocqueville 
DEMOCRACY 
IN AMERICA 
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CHAPTER 12 

BY THEIR FRUITS YOU SHALL KNOW THEM 

Its just as well that our aggression creates 
poverty instead of wealth. Otherwise, we'd be 
eternally at war with each other! 

Now that we have explored the impact of 
aggression-through-government on our wealth 
and well-being, what conclusions can we 
draw? 

Aggression creates poverty and strife in our 
city, state, and nation just as it does in our 
one-on-one interactions in our neighbor-
hoods. The same means always create the 
same ends. 

Our desire to use aggression (first-strike 
force, theft, or fraud) to create a peaceful and 
prosperous world is like asking a triangle to be 
circular. Similarly, we'd be amused if someone 
wanted a barking cat.' "Cats don't bark!" we'd 
explain. "You can have a dog that barks or a 
cat that meows." Similarly, we can work 
toward peace and prosperity by honoring our 
neighbor's choice OR we can create poverty 
and strife with aggression. Aggression, indi-
vidually or collectively through government, 
can never create prosperity and peace, be-
cause threatening first-strike force is the 
cause of war and the resulting waste. if no one 
strikes first, no conflict is possible. 

Wealth is created by individuals, working 
alone or as part of a team. The size of the 
Wealth Pie does not depend primarily on 
natural resources. but on human creativity 
and productivity. When the marketplace 
ecosystem is free from individual and collective 
aggression, wealth grows and flourishes. The 
marketplace ecosystem is self-regulating: 
those who serve others best will reap the 
positive feedback of profit. 

Aggression, perpetrated by individuals or 
through government, upsets the balance of the 

The moral lesson we 
learn as children, be-
comes simple realism 
in adult life: ultimately 
the methods used to 
reach a goal do end up 
determining the out-
come. 

—Frances Moore 
Lappe et al. 

BETRAYING THE 
NATIONAL INTEREST 

All government inter-
vention is ''not merely 
ineffectual, but also 
pernicious and coun-
terproductive.' And 
that means all. 

—Forbes  
March 6, 1989 

...the market system 
obliges individuals to 
be other-regarding.... 

—Michael Novak 
WILL IT LIBERATE? 
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I define evil, then, as 
the exercise of political 
power—that is, the 
imposition of one's will 
upon another by overt 
or covert coercion—in 
order to a void-spirt-
tual growth. 
—M. Scott Peck 
THE ROAD LESS 
TRAVELED 

When taxes are too 
high, people go hun-
gry. 
—Lao- tsu 
TAO TE CHING 

marketplace ecosystem. Aggression-through-
government is an attempt to protect ourselves 
from individual aggressors by doing unto them 
before they do unto us. In fighting fire with 
fire, we only increase the blaze. We abdicate 
our responsibility for a peaceful resolution and 
opt for war. Instead, we need to fight fire by 
starving the flames. A better way to deal with 
those who trespass against us is detailed in 
Part III (As We Forgive Those Who Trespass 
Against Us: How We Create Strife in a World of 
Harmony). 

THE COST OF AGGRESSION-THROUGH-
GOVERNMENT 

When we use aggression to deter aggres-
sion, we reap as we sow. Aggression causes 
the Wealth Pie to shrink, and our piece gets 
ever smaller. Countries with few regulations 
and licensing laws enjoy an economic growth 
rate two and a half times higher than countries 
where aggression is more prevalent.2  Since no 
country today is completely free from 
aggression, we would expect an even greater 
economic growth (five times higher?) in its total 
absence. 

Taxation rates are frequently a reflection of 
the level of aggression. since they are used to 
enforce licensing laws and aggressive regula-
tions. In the United States, economic growth 
and employment decrease when federal taxes 
increase.3  Calculations suggest that seven 
times as much growth in the real gross na-
tional product (GNP) might be expected in the 
absence of taxation!4  Such an economic boom 
would be beyond our wildest hopes! In Part 111 
As We Forgive Those Who Trespass Against 
Us: How We Create Strtfe in a World of 
Harmony), we'll examine the feasibility of zero 
taxation without sacrificing our defense 
against aggressors, foreign or domestic. 

These estimates suggest that we would 
have five to seven times as much wealth as we 
do now if we hadn't supported aggression-
through-government. This lost wealth is more 
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than food and clothing. It includes forests and 
prairie lands devastated to keep a member of 
Congress in power and to line the pockets of 
special interests, bankruptcies of those living 
on: the edge as boom-and-bust cycles alter-
nate, and ghetto children who are too busy 
trying to stay alive in school to get an educa-
tion. It includes life-saving drugs and anti-
aging therapies that never come into being, as 
well as space explorations that might have 
been. The lost wealth means that the suffering 
we could have stopped must continue. Even 
the rich are poor compared to the wealth that 
the average person in a country without 
aggression-through-government would enjoy. 
That's quite a steep price to pay for failing to 
honor our neighbor's choice! Instead of trying 
so hard to control others, we'd be better 
off—and they'd be better off—if we'd let well 
enough alonel 

Now we can understand why the United 
States is the wealthiest nation in the world. Its 
founders recognized the nature of aggression-
through-government and attempted to limit it 
to an unprecedented extent. As a result, 
penniless immigrants flooded our shores to 
create the wealth they were forbidden to make 
in their homelands. The United States became 
the wealthiest nation on earth because it 
allowed the disadvantaged to create wealth for 
themselves and their loved ones. Countries 
that allow the disadvantaged to create wealth 
enjoy a more even distribution of income as 
wel1.5  

When we allow people to create whatever 
wealth they can, unemployment is optional. 
Each person's service is worth something. 
When we allow individuals to work at whatever 
level they can, they receive exactly what they 
need to climb the Ladder of Affluence: training 
and experience to improve their skills in 
creating wealth. 

Today, we create unemployment among 
the disadvantaged by kicking out the lower 
rungs on the Ladder of Affluence. Unable to 

Government is not 
reason; it is not elo-
quence. It is force. 
And force like fire is a 
dangerous servant 
and a fearful master. 
—George Washington 
First President of the 

United States 

I let go of all desire for 
the common good, and 
the good becomes as 
common as the grass. 

—Lao-tsu 
TAO TE CHING 
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Your America is doing 
many things in the 
economic field which 
we found out caused 
us so much trouble. 
You are trying to con-
trol people's lives. And 
no country can do that 
part way. I fried ti and 
failed. Nor can any 
country do ii all the 
way either. I fried that, 
too, and ii failed. 
—Herman Goering 
1946, Nazi minister 

get a foothold, the disadvantaged find them-
selves entangled in the poverty trap. 

Contrast our founders' philosophy with 
that of the Soviet Union. who used aggression-
through-government to control every aspect of 
a person's life, ostensibly for the common 
good. Since aggression was the means, poverty 
was the predictable result. One of three Soviet 
hospitals had no running water: indoor toilets 
serviced only 80$ of the hospital beds!6  Life 
expectancy in the Soviet Union was ten years 
lower than ours and infant mortality two and 
one-half times higher.' 

Of course, the United States and the Soviet 
Union have had vastly different histories, 
cultures. and geographies. The same cannot be 
said of East and West Germany before reunifi-
cation, however. At the time the Berlin Wall 
was coming down, West Germans created two 
and a half times as much wealth as East Ger-
mans.8  The difference is the degree of aggres-
sion-through-government. Whether agreed to 
by the majority or dictated by an elite minority, 
the impact is the same. if we continue to 
institute increasingly more aggression into our 
legal code, we can expect our prosperity to 
dwindle accordingly. 

THE RICH GET RICHER—WITH OUR 
HELP! 

The high cost of aggression makes it a tool 
of the rich. Only the well-to-do can afford to 
lobby, bribe, or threaten our elected represen-
tatives effectively. The luxuries of the wealthy 
might not be quite so opulent as they would be 
in a country that practiced non-aggression, 
but they will not experience the abject poverty 
to which aggression sentences the not-so-
advantaged. As well find in subsequent 
chapters. most poverty M the world today is 
caused by aggression, not ignorance. The 
illusion that aggression-through-government 
benefits the poor at the expense of the rich is 
just that—an illusion. It is the wolf in sheep's 
clothing, the temptation in the Garden of 
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Eden, the spark from which the flames of war 
and poverty spring. 

The more aggression we consent to. the 
more powerful the advantaged become. The 
Pyramid of Power grows as choice is taken 
from a multitude of individuals and given to a 
select few. Aggression discourages small busi-
nesses and favors conglomerates. Yet when the 
serpent tempts us, we are told that aggression 
is a tool to control the rich and powerful for 
the benefit of the many. When we listen, we 
reap as we sow: in trying to control others, we 
find ourselves conirolled. 

Taking responsibility for the way in which 
our choices create our world can be uncom-
fortable. Instead of depending on government 
to show us the way, we must recognize it as 
the instrument by which our choices are 
manifested. 

in Chapter 1 (The Golden Rule), we saw 
how people who shocked others avoided this 
conclusion. By blaming the authority figure's 
directions or the victim's poor learning ability. 
the volunteers avoided taking responsibility for 
their actions. Because the authority figure 
represented himself as more knowledgeable, 
the volunteers deferred to him. The authority 
represented himself as a pillar of rea-
sonableness. Similarly, those who wish to 
control us claim that the guns of government 
exist only for our protection. As such, aggres-
sion-through-government is represented as 
benevolence instead of violence, as love instead 
of war. 

Those who wish to control us encourage 
our belief in a win-lose world where we must 
do unto others or have them do unto us. Once 
we accept this premise, we willingly defer to 
the authority figures who will attack those 
selfish others. When we recognize that we live 
in a win-win world, we no longer need to 
choose between the welfare of ourselves and 
others. instead, we recognize that both rise 
and fall together. That is why it is in our own 
best interest to offer our neighbor love instead 

Violence, even well-
intentioned, invariably 
rebounds upon one-
seif 

—Lao- tsu 
TAO TE CHING 

The state spends 
much time and effort 
persuading the public 
that it is not really 
what it is and that the 
consequences of its 
actions are positive 
rather than negative. 

—Hans-Hermann 
Hoppe 

A THEORY OF 
SOCIALISM AND 

CAPITALISM 

Don't be tricked into 
believing the choice is 
between sacrificing 
yoursef to others or 
others to yourself „You 
wouldn't accept tt 
someone told you your 
only choice was be-
tween sadism and 
masochism, would 
you? The same princi-
ple applies here. 

—Ayn Rand 
author of THE VIRTUE 

OF SELFISHNESS 
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True free enterprize is 
consistent with the 
nature of all humans. 
—Ron Smothermon 
TRANSFORMING #1 

of war. Pointing the guns of government at our 
neighbor eventually results in the guns of 
government being leveled at us. Honoring our 
neighbor's choice is the political manifestation of 
universal love. 

How wonderful it is that our world works 
this wayl if striking first brought us a plentiful 
world, we would have to choose between either 
war and wealth or peace and starvation. A 
peaceful, prosperous world would be impossi-
ble. Instead, we can enjoy both harmony and 
abundance by honoring our neighbor's choice. 
Nature teaches us that aggression, even well-
intentioned, boomerangs back to us. Truly, we 
live in a win-win world! 

While our ancestors recognized this princi-
ple and tried to keep our country free from 
aggression-through-government. they did not 
know how to cope with individuals who de-
frauded others. We've seen that trying to deter 
individual aggression with collective aggression 
is a cure worse than the disease. In the next 
few chapters. we'll explore the alternative: the 
other piece of the puzzle! 

THE FRUITS Or HONORING OUR NEIGHBOR'S CHOICE! 































CHAPTER 14 

THE POLLUTION SOLUTION 

Restoring what we have harmed is the best 
deterrent of all! 

Righting our wrongs is the perfect solution 
to pollution. When dealing one-to-one, we 
practice this second principle of non-aggres-
sion naturally. If we accidentally dump trash 
on George's lawn, we clean it up. George is 
unlikely to hold a grudge if we fix what we 
have broken. 

If we refuse to clean up our mess, George 
will probably allow us to experience the fruits 
of our actions in other ways. He may arrange 
to have the trash picked up and take us to 
court if we don't pay the bill. Perhaps he will 
dump trash on our lawn. 

Unless we are willing to right our wrongs, 
we will forfeit harmonious relationships with 
our neighbors. We gain nothing by dumping 
trash in George's lawn if we are the ones who 
will have to clean it up. Therefore, we have no 
reason to pollute in the first place. Righting 
our wrongs is the best deterrent of all? 

Unfortunately, the "pollution solution" is 
seldom used. If we listen to a conversation 
between our mayor and an industrial polluter, 
we find out why. 

"Mr. Mayor, it's true we dump chemicals in 
the river, but that's a small price to pay for the 
many Jobs we provide in your district. If we 
had to take these 'toxic wastes' as you call 
them and dispose of them 'properly,' it'd cost 
a lot of money. We'd have to lay off people or 
move our business to a more accommodating 
community. Either way, you'd be mighty 
unpopular. Your opponent won't be, though. 
She wants to see her constituents employed. 
That's more important to everyone than a few 
dead fish." 
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The mayor sighs in defeat. The chemicals 
are killing the fish. Local residents have com-
plained, but they are unlikely to do anything 
about it. They might be able to convince a 
judge to stop the polluter, but the lawsuit 
would be expensive. The entire city would 
benefit from a clean river, bul few citizens 
would voluntarily contribute to such a suit if 
the polluter would not be required to pay these 
clean-up costs. Since no one really owns the 
river, few are willing to pay to protect it. The 
company has a lot to lose if it can't use the 
river for dumping. The company will certainly 
back the mayor's opponent if he doesn't coop-
erate. 

"I appreciate your perspective," the mayor 
explains to the polluter. "People's jobs are 
more important than a few fish." He hopes he 
has done the right thing. He can't help think-
ing that there must be a better way. 

The mayor is right. There is a better way. 
The British have been using it for decades. 
Individuals were permitted to homestead many 
of the British waterways. When a polluter kills 
their fish, the owners have every incentive to 
take the polluter to court—and they do! The 
owners of Britain's rivers have successfully 
sued hundreds of polluters, individually and 
collectively, for the past century.' The owners 
are willing to pay the court costs to protect 
their valuable property. When we encourage 
homesteading, we put the environment in the 
hands of those who profit by caring for it. 
Ownership is rewarded by long-term planning. 
When private ownership is forbidden, our 
government "manager? profit only when they 
allow the environment to be exploited. Sh❑rt-
term planning is encouraged. 

SOVEREIGN IMMUNITY CREATES LOVE 
CANAL 

The Love Canal incident illustrates the 
different incentives of private ownership and 
public management. Until 1953, Hooker Elec-
trochemical Company and several federal 
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agencies dumped toxic wastes into a clay 
trench under conditions that would probably 
meet Environmental Protection Agency (EPAI 
approval even today.3  As the population of 
Niagara Falls grew, the local school board tried 
to persuade Hooker to sell this cheap, unde-
veloped land to the city for a new school. The 
company felt that it was unwise to build on 
such a site and refused to sell. The school 
board simply threatened to take it over with 
the guns of government through "eminent 
domain." Eminent domain allows a govern-
ment agency to force a person—at gunpoint, if 
necessary—to give up his or her land if the 
project is "for the common good." 

Hooker finally gave in to aggression-
through-government. The school board bought 
the property for $1. Hooker brought the board 
members to the canal site to see the stored 
chemicals2  in an effort to convince them to 
avoid building underground facilities of any 
kind. 

In spite of these warnings, the city began 
construction of sanitary and storm sewers in 
1957. In 1958, children playing in the area 
came into contact with the exposed chemicals 
and developed skin irritation. Hooker again 
warned the board to stop excavation and to 
cover the exposed area. The school board did 
not heed the warnings. By 1978 reports of 
chemical toxicity began surfacing. The EPA 
filed suit, not against the school board, but 
against Hooker Chemical! Taxpayers paid $30 
million to relocate residents.4  Thankfully. 
extensive testing of the residents found no 
significant long-term differences between their 
health and the health of the general popula-
tion .5'6  

The Love Canal incident is a classic case of 
the role of aggression in polluting our envi-
ronment. The officers of Hooker Chemical took 
responsibility for their toxic waste by disposing 
of it carefully. They did not want to harm 
others. Hooker did not want to turn the prop-
erty over to the school board for fear that the 
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new owners would not be as careful. The 
company's fears were well-founded. The 
school board was protected by sovereign 
immunity, which holds government officials 
blameless for whatever damage they cause. 
Public officials are no different from you or 
1—they work for incentives. Anyone who is 
held responsible for mistakes or miscalcula-
tions will strive to avoid making them. The 
school board members knew they would not 
be personally liable for poisoning the public. 
Instead, they were under pressure to find 
cheap land for the school. If they excavated 
Love Canal and nothing went wrong, they'd be 
heroes: if the chemicals caused problems. 
Hooker would take the heat. The board had 
everything to gain and nothing to lose. How 
different things would have been if school 
board members could have been prosecuted 
for the damage they had caused! 

THE Fox IN THE HEN HOUSE 
Sovereign immunity is probably responsi-

ble for more pollution in this country than any 
other single cause. For example, in 1984, a 
Utah court ruled that negligence in nuclear 
testing was responsible for health problems in 
10 out of 24 cases brought before the court. 
The court of appeals, however, claimed that 
sovereign immunity applied; therefore. the vic-
tims received nothing.' In 1988, the Depart-
ment of Energy indicated that 17 weapons 
plants were leaking radioactive and toxic 
chemicals that would cost $100 billion and 50 
years to clean up! The Departments of Energy 
and Defense refused to comply with EPA 
orders to do S0.8.9  Meanwhile, taxpayers are 
expected to "Superfund" toxic waste cleanup .6  

Sovereign immunity violates the second 
principle of non-aggression. It allows govern-
ment officials to do what individuals cannot. 
We would not claim sovereign immunity if we 
dumped trash on George's lawn nor could we 
expect to enjoy a prosperous and peaceful 
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neighborhood. Somehow we think our country 
can be bountiful and harmonious even if our 
government officials can poison the property 
or body of our neighbors without having to 
undo the harm they have done. We go along 
with this sleight of hand because we think 
that we benefit when our government hurts 
others in seeking the common good. As usual, 
our aggression backfires. 

Our lawmakers have extended the concept 
of sovereign immunity to include favored 
private monopolies. For example, in 1957, a 
study by the Atomic Energy Commission 
predicted that a major accident at a nuclear 
power plant could cause up to $7 billion in 
property damage and several thousand deaths. 
The marketplace ecosystem protected the 
consumer from such events naturally: no 
company would insure the nuclear installa-
tions, so power companies were hesitant to 
proceed. To encourage nuclear power, Con-
gress passed laws to limit the liability of the 
power plants to $560 million. In the event of 
an accident, the insurance companies would 
have to pay only $60 million; the other $500 
million would be paid through the further 
aggression of taxationl'°  If the damage were 
more extensive, the victims would just have to 
suffer. 

Sovereign immunity is a way of hiding the 
true cost of aggression-through-government. 
If our taxes reflected the cost of cleaning up 
pollution caused by the defense industry, we 
might not be so eager to give it free rein. If we 
had to compensate those whose loved ones 
died from nuclear testing. we might demand 
that such testing stop. If the price tag for 
insuring nuclear power plants were reflected 
in our electric bills, we might prefer alternative 
fuel. If we saw the true cost of our aggres-
sion—the raping of our planet—we might not 
choose to support it. Until we hold government 
officials for what they do, our environment will 
progressively deteriorate. 
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You can't eat a meal 
that doesn't have car-
cinogens....Human 
blood wouldn't pass 
the Toxic Substances 
Initiative ifit got into a 
stream. 
—Dr. Bruce Ames 
inventor of 
the Ames test 
for carcinogenicity 

Likewise, private corporations are not 
always required to undo the damage they have 
done. As a result, the aggression of taxation is 
used to Superfund the cleanup.6  If polluters 
don't restore the earth, we will be forced to. 

CANCER FROM CHEMICALS? 
We all want an environment safe from 

toxic chemicals that could cause cancer. 
Unfortunately for our peace of mind, half of all 
chemicals, both natural and synthetic, are 
carcinogenic when tested at high doses in 
animals. Plants make natural, carcinogenic 
insecticides to protect them from attack. 
Americans eat approximately 1,500 mg per 
day of these natural pesticides. The FDA 
estimates we consume 0.15 mg per day of the 
synthetics." 

Fortunately, these levels are well below 
established acceptable dally intakes.12  Our 
liver is easily able to destroy small amounts of 
cancer-causing agents. When rats are given 
large quantifies of potential carcinogens, this 
protective mechanism is overwhelmed. Many 
compounds that are quite safe may appear to 
be carcinogenic in such tests. 

One such chemical, ethylene dibromide 
(EDB) was banned by the EPA in 1984. Al-
though EDB can cause cancer when given to 
animals in large amounts, 50 years of human 
experience did not show increased cancer 
incidence among manufacturing personnel 
who are exposed to many thousand times 
more EDB than consumers over long periods. 
EDB had been used as a grain pesticide, 
preventing the growth of molds that produce 
aflatoxin. the most carcinogenic substance 
known. Naturally, farmers didn't want their 
grain contaminated with a potent cancer-
causing substance, so they turned to the only 
other effective substitutes for EDB: a mixture 
of methyl bromide, phosphine, and carbon 
tetrachloride/carbon disulfide. Carbon tetra-
chloride and methyl bromide are both potent 
carcinogens in animals: phosphine and methyl 
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bromide must be handled by specially skilled 
workers because they are so dangerous to 
work with. I3  By using the aggression of pro-
hibitive licensing, the EPA left us to choose 
between moldy grain with highly toxic natural 
carcinogens or more dangerous mold-control-
ling pesticides! 

One of these bans affected our overseas 
neighbors dramatically. By 1946, the insecti-
cide DDT had been recognized as one of the 
most important disease-preventing agents 
known to humans. Used extensively in the 
tropics, it eradicated the insects that carried 
malaria, yellow fever, sleeping sickness, ty-
phus, and encephalitis. Crop yields were 
increased as the larva that devoured them 
were destroyed. Human side effects from DDT 
were rare even though thousands of individu-
als had their skin and clothing dusted with 
10% DDT powder or lived in dwellings that 
were sprayed repeatedly. Some individuals 
didn't use the pesticide as directed and ap-
plied vast quantities to land and water. Claims 
that the bird population was being harmed, 
that DDT remained too long in the environ-
ment, and that it might cause cancer led Sri 
Lanka (then Ceylon) to abandon its spraying in 
1964. The incidence of malaria, down to 17 
cases per year. rose to pre-DOT levels (2.5 
million cases) by 1969 as a result.11  More 
people died from withdrawing DDT than were 
harmed by it. 

In some cases, banning additives and 
useful chemicals might actually increase our 
risk of dying from cancer. Pesticides make 
fresh fruits and vegetables more affordable, 
thereby increasing consumption, which is one 
of the best ways to light cancer according to 
the National Research Council.'5  Even the EPA 
admits that cancer from pesticides is less 
likely than being killed in an auto accident. 36  
Is banning pesticides more sensible than 
banning automobiles? Obviously, people must 
choose for themselves the extent to which they 
are willing to risk their lives—and honor the 

DDT has had a tre-
mendous impact on 
the health of the 
worid....Few drugs can 
claim to have done so 
much for mankind in 
so short a period of 
time as DDT did. 

—George Claus and 
Karen Bolander 

ECOLOGICAL SANITY 
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We should rename the 
EPA the Tobacco Pro-
tection Agency, be-
cause it focuses public 
attention away from 
the biggest risk of all 
to some of the very 
smallest. 
—Rosalyn Yalow 
Nobel Prize winner 
Medicine 

choices of their neighbors. Pesticides can be 
largely avoided by buying organic produce: 
automobile accidents can be avoided by walk-
ing instead of driving. 

Pesticides are relatively harmless when 
compared to the natural carcinogens from 
tobacco smoke. These deadly carcinogens are 
believed to be responsible for 30% of all cancer 
deaths." Lung cancer in the United States is 
on the rise: other types of cancers may actual-
ly be on the decline when the statistics are 
adjusted for the increasing age of the Ameri-
can public.18  Convincing people not to smoke 
would seem to be the best way to lower the 
incidence of cancer in the United States. 
Instead, our EPA focuses on asbestos. 

Although asbestos can promote lung 
cancer during manufacturing, it appears to be 
quite safe when placed in buildings and left 
undisturbed. When it is removed, however, the 
fibers break, releasing the asbestos. As a 
result, workers removing the asbestos at the 
mandate of the EPA are at risk. Because of 
release during removal, asbestos levels in 
schools and other public buildings are higher 
after removal. ;9  Money that could have gone to 
educate people about the dangers of smoking 
is Instead used to increase the risk of cancer 
from asbestos! If lives are endangered, sover-
eign immunity will protect the guilty. 

Congress has great incentive to promote 
such programs, especially if the dangers will 
not be evident for many years. Imagine the 
conversation that takes place between your 
local congresswoman and a lobbyist from the 
asbestos removal companies. 

"Ms. Congresswoman, if you don't vote for 
asbestos removal, we'll let your constituents 
know that you don't care about their safety. 
Well give our support to your opponent in the 
next election. He cares about those school-
children who are exposed to all that asbestos." 

"I'm concerned about those children tool" 
exclaims the cong,resswarnan defensively. 
"That's why I'll vote against it. The scientific 
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evidence shows that asbestos levels are higher 
after removal than before. The workers who 
remove the asbestos will be at greater risk as 
well." 

That may very well be," admits the lobby-
ist, "but you know politics. What are you going 
to do when your constituents ask what you've 
done to help protect them from pollution? 
You'll say you didn't need to do anything: 
they'll wonder why they should pay you to do 
nothing." 

"I will have done something! I'll have voted 
against the environmental hazard of asbestos 
removal!" exclaimed the congresswoman. 

"Voters will remember that when somebody 
starts suing the asbestos manufacturers 
because he or she got cancer. Even if that 
person is a crackpot. the publicity will give 
you a bad time. If people are harmed from 
asbestos removal, however, no one will blame 
you—you have sovereign immunity! If you 
wish to be re-elected, you must vote for this 
bill." 

"I don't want to get re-elected if I have to 
kill people to do RI" the congresswoman says 
angrily. 

"That's just as well." returns the lobbyist 
sadly, "because if you don't vote for this bill, 
you probably won't be reelected. We need 
conscientious people like you in the legisla-
ture. Sometimes compromise is necessary. 
Vote for this bill and keep up the good work 
that you were elected to do!" 

Eventually the congresswoman will vote for 
the asbestos removal bill or lose her seat to 
someone more willing to do so. As voters, we 
control this situation. When we do not insist 
that polluters right their wrongs. they will 
continue to pollute. 

THE EASY WAY OUT 
Accidents do happen. If we inadvertently 

spilled acid on George's arm, we'd probably 
offer to pay for his hospital bills. We'd also 
make sure that whatever caused the accident 
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didn't happen again. If a company puts some-
thing in the air, water, or soil that makes 
people ill, it needs to restore, as much as 
possible, those it has harmed. 

Today, some polluters simply claim bank-
ruptcy. Victims are left to suffer, while the 
polluters just start over. We could do things 
differently. Those responsible for the decision 
to pollute could compensate a victim through 
time payments or could be sent to a work 
prison if they did not voluntarily make 
amends. Victims who were insured against 
such injury would get immediate payment 
from their insurance companies, which would, 
in turn, collect from polluters. 

Naturally, many companies would want to 
insure themselves against poor decisions by 
their corporate officers. The premium for such 
insurance would probably depend on the 
company's record for environmental pollution 
as well as the reputation of the individual 
manager. To protect its interests, the insur-
ance company would examine its clients' 
policies concerning pollution and suggest 
changes that would lower their risk and their 
premiums. Companies with the potential to 
pollute would be effectively regulated by the 
marketplace ecosystem, free from aggression. 
The high cost of paying for cleanup simply 
would be so great that few would dare to 
pollute. No tax dollars would be required to 
fund this effective program. The practice of 
non-aggression is economical and effective. 

If a particular food additive or pesticide 
has adverse effects that didn't show up in 
animal testing. publicity will enable consum-
ers to boycott the product. In 1990. a news 
program questioning the safety of Alar caused 
a dramatic drop in apple sales virtually over-
night. 15  

However, if such charges are false, those 
who propagate them could be sued for fraud. 
Manufacturers and farmers who had used Alar 
lost hundreds of thousands of dollars when 



The Pollution Solution 	 18 I 

consumers refused to buy Alar-treated apples. 
Evidence for the safety of Alar, including a 
study by the National Cancer Institute, was 
presumably ignored by those putting the 
"expose" together.15  Businesses need not fear 
irresponsible Journalism if they too are re-
quired to right their wrongs. 

Pesticide manufacturers, like pharmaceu-
tical firms, know that killing the customer is 
bad for business. However, independent 
testing is always highly desirable. Consumers 
might wish to avoid foods grown with new 
pesticides until these chemicals had been 
given a seal of approval from a trusted evalu-
ation center. Such testing agencies would be 
similar to those described for pharmaceuticals 
in Chapter 6 (Protecting Ourselves to Death). 

Pollution or environmental damage often 
comes from a small number of vendors who 
can be easily confronted with the fruits of their 
actions. In some cases, however, almost eve-
ryone contributes to the pollution, such as 
automobile exhaust. How can we be protected 
from this type of pollution in a country prac-
ticing non-aggression? 

Air pollution is a local problem. Rural 
areas dissipate car exhaust rapidly, while 
enclosed locations, such as the Los Angeles 
area, trap IL Concerned citizens in such 
places might take the local road companies to 
court, since pollution emanates from roads. 
Currently, governments control most of the 
roads and would claim sovereign immunity. 

Without the aggression of taxation, all 
roads would be private. Since people would 
not be eager to face toll booths at every inter-
connection, road companies would undoubt-
edly devise a system of annual fees or elec-
tronic monitoring. For example, your annual 
license payment might give you access to all 
roads in your area. The road companies would 
divide your payment in proportion to the 
number of miles each firm maintained. Instead 
of annual payments, you might be given an 
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electronic monitor that registered the number 
of miles you drive on each road. Every month 
you would be billed accordingly. 

When residents of a particular locale sued 
the road companies, they would have to undo 
whatever damage they had done and prevent 
future pollution. They would raise their rates 
to compensate the victims. Since 10$ of the 
cars cause 50% of the pollution because they 
are not regularly tuned,2°  rates might be lower 
for those who passed an emissions test. When 
polluters have to pay for the damage they do, 
most will decide against it. The few who con-
tinue to pollute will have to pay dearly for the 
privilege of doing so. 

The solution to pollution is to require those 
who damage the property, body, or reputation 
of another to restore it. Making aggressors 
right their wrongs teaches that pollution 
doesn't pay. 

For polluters to undo the damage they 
have done, they must first be caught and 
sentenced. As we learned earlier, criminals of 
all kinds are brought to justice infrequently in 
today's world. In the next few chapters, we'll 
learn why. 



















CHAPTER 16 

POLICING AGGRESSION 

We can protect ourselves from aggression only 
by refusing to be aggressors ourselves. 

In the past few chapters, we've seen how 
we create and encourage crime. First, disad-
vantaged workers are forbidden by law to 
create wealth through minimum wage and 
licensing iaws. If they turn to theft, they find 
that they are not required to right their 
wrongs. Crime pays. When prohibitive licens-
ing prevents legitimate businesses from selling 
recreational drugs, organized crime and youth 
gangs spring into action. The disadvantaged 
turn to theft once again to buy drugs that give 
them, for a time, a high that their reality does 
not. Polluters find it profitable to poison the 
environment when they are not required to 
undo the damage they have done. if we prac-
ticed non-aggression. we'd have much less 
crime to deal with. 

We create crime and then blame our 
overworked police for not controlling it. Our 
local police are handicapped by being exclu-
sive, subsidized government monopolies (Third 
Layer aggression). As always, the incentive 
structure of such monopolies results in high-
cost, low-quality service with minimal innova-
tion. As a result, we pay more money for less. 

THE HIGH COST OF AGGRESSION 
Reminderville, Ohio, and the surrounding 

township were aghast when the Summit 
County Sheriffs Department wanted to charge 
the community $180,000 per year for a 45-
minute emergency response time and an occa-
sional patrol. Corporate Security, a private 
police organization, offered to provide a 6-
minute emergency response time and twice as 
many patrols for one-half of the cost!' The 



192 	 Healing Our World 

community gained the benefits of contracting 
out—more service for less. 

The private company saved its customers 
money with used cars and equipment.2  The 
private police officers enforced the law, while 
clerical personnel took care of the "social-
worker, caretaker, baby-sitter, errand-boy" 
activities that can amount to 80% of public 
police work .3  

Oro Valley, Arizona, enjoyed similar sav-
ings when the town contracted out its police 
work to Rural /Metro in 1975. However, the 
Arizona Law Enforcement Officers' Advisory 
Council took the matter to court, arguing that 
an employee of a private company could not be 
a municipal police officer. The Council wanted 
the guns of government to give state troopers 
an exclusive monopoly on providing police 
service. Ironically, the public police wanted to 
use collective aggression against the very 
people they were supposed to protect from 
individual aggression! 

The court expenses were too much for 
Rural/Metro. They withdrew from Oro Valley. 
In 1975, the city had paid $35,000 to Ru-
ral/Metro; by 1982, it needed $241,000 to 
subsidize the public police.4  The police that 
were hired to protect the public used the guns 
of government to exploit them! 

The Oro Valley community lost more than 
money, however. Rural/Metro could charge 
less and profit more by preventing crime 
instead of fighting it. Rural/ Metro did things 
the public police had no incentive to do, such 
as checking homes twice a day when residents 
went out of town. These measures had cut 
burglary rates 95%14  

The private police had to please their cus-
tomers, or the community would hire a com-
pany that would. Rather than trying to offer to 
serve Oro Valley residents better, the public 
police used the guns of government against 
them. The blame cannot be laid at the feet of 
public police, however. Like most American 
communities, local voters had not honored 
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their neighbor's choice when they established 
the public police as an exclusive, subsidized 
monopoly in the first place. In trying to control 
others, voters found themselves controlled. 

DISCRIMINATION AGAINST THE DISAD-
VANTAGED 
Subsidizing the Rich 

When a community such as Reminderville 
contracts with a private police company in-
stead of hiring its own employees, local taxes 
are still used to pay for the service. Our en-
forcement agents take our money—at gun-
point. if necessary—to protect us from others 
who wish to take our money at gunpoint! 

As usual, poor people are hurt the most by 
the aggression of taxation. The poor pay a 
large portion of their income for rent, which 
reflects the property taxes that support the 
local police. As a percentage of their income, 
the poor may pay more for police protection 
than their middle-income neighbors. Most 
crime occurs in low-income neighborhoods; 
nevertheless, the poor are largely ignored. 

My mother and sister came out of a drug 
store one day to find their bikes had been 
stolen. They silently followed the thieves to a 
ghetto apartment, where my mother and sister 
could see their bikes just inside the open door. 
The police officer they called told the two 
women that the police just didn't go into that 
apartment complex because it was far too 
dangerous! He advised my mother and sister 
to get whatever money they could from their 
insurance company! 

if my mother and sister couldn't get the 
police to rescue their bikes that were in plain 
sight, what chance would a person dwelling in 
that complex have of police support? If the 
poor could threaten to take their tax dollars 
elsewhere, they would at least have some 
leverage. Without having the option to vote 
with their dollars, poor people are largely 
ignored. When individuals have sued unre-
sponsive police, the courts have ruled that 
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the police do not exist to provide personal 
protection to individual citizens."6  The individ-
uals who get the least protection of all are the 
poor. As a result, they are forced to provide 
their own, in addition to supporting a police 
force that favors other segments of the popu-
lation over them. Only by giving poor people 
their economic vote back can we hope to 
achieve equality. 

Leaving the Poor Defenseless 
The poor pay taxes to subsidize a police 

force that discriminates against them. Left to 
their own resources, the poor patrol their own 
neighborhoods and rely on inexpensive hand-
guns. Sophisticated alarm systems or trained 
dogs are beyond their economic reach. As if 
their plight were not bad enough, society 
attempts to disable the poor further by stop-
ping them—at gunpoint, if necessary—from 
purchasing handguns. 

The first such law, passed in 1870, was an 
attempt by Tennessee whites to disarm free 
blacks by prohibiting the sale of all but expen-
sive military handguns.6  Black people in 
America are three to six times as likely to be 
murdered as whites,' probably because blacks 
are more likely to live in low-income, high-
crime areas. As a result, California's blacks 
kill more than twice as many people in self-
defense as whites do.8  

Defending oneself with a handgun makes 
sense: a victim who submits is twice as likely 
to be injured as a victim who resists with a 
gun. Defending oneself without a gun, howev-
er, results in injury more often than submis-
sion.9  By the late 1970s. armed citizens were 
killing more criminals in self-defense than the 
police.'°  

Handgun ownership acts as a deterrent to 
crime. In October 1966. the Orlando police 
began a highly publicized program designed to 
train women in the use of firearms. The pro-
gram was prompted by an increase in rape in 
the months preceding its implementation. The 
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rape rate dropped from 34 incidents for every 
100.000 inhabitants in 1966 to 4 incidents per 
100,000 in 1967, even though the surround-
ing areas showed no drop at all. Burglary fell 
by 25%. No woman ever had to use her gun; 
the deterrent effect sufficed. Even five years 
later, Orlando's rape rate was 13% below the 
1966 level, although the surrounding area was 
308% higher.11,12 In Albuquerque, New Mexi-
co;'3  Highland Park. Michigan:8  New Orleans. 
Louisiana:8  and Detroit. Michigan,8  crime 
rates, especially burglaries, plummeted when 
shopkeepers publicized their acquisition of 
handguns. When the city council of Kennesaw, 
Georgia. passed an ordinance requiring each 
household to keep a firearm, crime dropped 
74% the following year.14 

Surveys of convicted felons indicate that 
when the risk of confronting an armed victim 
increases, robberies are abandoned.' 5  Among 
police officers. 90% believe that banning own-
ership of firearms would make ordinary citi-
zens even more iikely to be targets of armed 
viole nce.16  

Criminals do respond to incentives.17  
When they think they will have their own 
actions reflected back to them. they choose 
cooperation instead of exploitation. The T1T 
FOR TAT strategy makes sure that crime 
doesn't pay. 

Few criminals are affected by handgun 
bans anyway, since five-sixths of them don't 
purchase their guns legally:8  Gun bans harm 
only the innocent. 

Do handguns encourage domestic vio-
lence? After all, 81% of handgun victims are 
relatives or acquaintances of the killer.19  
However, two-thirds to four-fifths of the 
killers have prior arrest records. frequently for 
crimes of violence.20  Thus. the average do-
mestic kilier is not a model citizen corrupted 
by gun possession, but a person continuing a 
life of violence. 

A gun does not make one predisposed to 
kill any more than a functioning sex organ 
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makes a man predisposed to rape. How one 
uses what one has determines its value. A gun 
can protect or kill. A man can violate or cher-
ish. To castrate a man or disarm a person—at 
gunpoint, if necessary—is aggression. 

Indeed, many of the domestic killings are 
acts of self-defense. One-half of murdered 
spouses are husbands of abused wives.21  
These women might be dead today if they had 
not had access to the family handgun. Guns 
give weaker victims equality with their at-
tackers. 

Women are quite capable of handling 
firearms. Some studies suggest that women 
learn how to handle guns more quickly than 
men?22  

New Zealand, Switzerland, and Israel have 
more gun ownership than the United States, 
yet in all these countries, homicides are less 
frequent.23  On the other hand, the District of 
Columbia has the toughest antigun laws in 
the nation, yet it has become the murder 
capital of the United States.24  Clearly, stopping 
people from owning guns—at gunpoint, if 
necessary—does not stop people from killing. 

THE EASY WAY OUT 
First. we encourage crime with our aggres-

sion in the form of minimum wage, licensing 
laws, drug laws. and prevention of homestead - 
lug. Aggressors find that crime pays when they 
do not have to right their wrongs. As a result, 
crime thrives. We become frustrated when our 
overworked police cannot cope with our cre-
ation. By making our police force an exclusive. 
subsidized government monopoly, we increase 
the cost and decrease the quality of protection, 
especially for the poor. By banning handguns. 
we disarm the disadvantaged. 

As a result of our aggression. crime runs 
rampant. We lock ourselves inside our houses 
and take care when we walk through our 
world. We do not dare to give hitchhikers a 
ride for fear they will attack us. We live in the 
unfriendly world that we have created by our 
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willingness to do unto others before they do 
unto us. 

When we abandon our aggression, we will 
eliminate the crime we have encouraged. We 
will also set the stage for better protection 
against those who would trespass against us. 

Eliminating the aggression of taxation 
would allow individuals or neighborhoods to 
hire the police service of their choice. If the 
private police didn't do the job they were hired 
to do, individuals could contract with someone 
else. Today. of course, consumers have no 
choice. They must subsidize police service 
without any guarantee of service. 

Customers hiring private police might elect 
to make an annual payment that includes 
patrolling, apprehending criminals, or any 
other items mutually agreed upon. Since 
preventing burglaries and assaults would keep 
costs.  down and profits up, police officers 
would advise their clients of ways to prevent 
crime. Prevention might also include house 
checks when the client is out of town. A pro-
tection agency with a reputation for effective 
capture of criminals might deter criminals just 
by posting its logo on the insured's building. 

The very poor could pay for police services 
by participating in neighborhood patrols 
organized by the neighborhood's protection 
agency. Today, in spite of paying taxes 
through their rent, the poor must patrol 
without compensation. In 1977, 55% of the 
citizen patrols were found in low-income 
neighborhoods, while only 35% and 10% were 
in middle- and high-income neighborhoods, 
respectively. Approximately 63% of the patrols 
were volunteers,z5  suggesting again that the 
poor pay both their taxes and their time for 
their inadequate protection. Without the 
aggression of handgun bans, the poor could be 
armed if they chose to be. 

Police brutality, often directed at the lower 
classes, would also be curtailed. Private police 
would not only be liable if they failed to live up 
to their contract with their client, but they 
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could also be held personally liable for any 
brutality toward those they apprehended. 
Law-abiding citizens would shun a firm with 
a reputation for viciousness and would effec-
tively put such a company out of business. 

Today, private police in more than 10,000 
firms26  outnumber public police two to one.27  
The private firms coordinate their activities 
with each other or with the public police, as 
appropriate. The well-to-do are voting with 
their dollars for more protection than the 
public police can provide. When we forsake 
aggression, those less fortunate will be able to 
afford adequate protection services as well. 

Even when criminals are captured, they 
seldom go to prison. The courts are so crowd-
ed that plea bargaining is a regular practice.28  
The criminal gets a suspended sentence: the 
prosecutor tallies up another conviction. The 
victims have nothing to say about it ;-even
though their taxes pay the prosecutor's salary. 

Victims cannot even take criminal charges 
elsewhere if the prosecutor decides not to take 
their case. The prosecutor has an exclusive, 
subsidized government monopoly on bringing 
criminal charges. 

Without this exclusive license, victims 
could hire the lawyers of their choice to prose-
cute—or could prosecute the case personally 
if they chose. Since a convicted criminal would 
have to pay the trial costs—in a work prison, 
if necessary—even a poor victim would be able 
to attract competent counsel on contingency. 
No taxes would have to be collected for Justice 
to be served. No victims would have to pay for 
a prosecutor who would not help them. 

Today, the guilty have everything to gain 
and nothing to lose by dragging out the court 
proceedings. If they had to pay all the costs 
associated with their conviction, however, they 
would not be so eager to appeal repeatedly. 
Instead, many would choose to settle with the 
victim out of court to avoid such costs. With 
fewer cases coming to trial, justice would be 
swifter than it is today. 
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If the disputing parties could not reach an 
agreement, they could hire a judge or arbitra-
tor. In California and several other states, 
justice has been deregulated. Aggression to 
enforce an exclusive, subsidized government 
monopoly on judgeship has been abandoned. 
Anyone who is qualified for jury duty can 
render a legal judgment.29  in addition to 
California's independent judges, companies 
such as Civicourt; Washington Arbitration 
Services, Inc.; Judicial Mediation, inc.: Reso-
lution, Inc.: and EnDispute, Inc., offer quick. 
inexpensive justice. Judicate, founded in 
Philadelphia, has been referred to as the 
"national private court," with offices in 45 
states as of 1987.3°  The rapid and reasonably 
priced trials these private courts provide are 
obviously considered a good deal by both 
parties, since mutual agreement is required to 
take the case from the public courts to a 
private one. 

Although most of the private courts cur-
rently deal with property disputes, there is no 
reason that litigants in a criminal case should 
not be able to choose their judges as well. 
With the criminal routinely paying for the 
costs of the trial, no taxes would be needed to 
support these courts. 

Would such a system of multiple courts 
promote different codes of justice in different 
areas of the country? Probably not. Today, we 
have several layers of jurisdiction between 
city, county, state, and federal courts. Judg-
ments, laws, and penalties differ from state to 
state, for example, without causing undue 
hardship. 

History suggests that in the marketplace 
ecosystem, free from aggression, justice tends 
to be consistent. When the Western states 
were only territories, as many as four courts 
shared a jurisdiction. Those who observed 
such systems in action noted that "appeals 
were taken from one to the other, papers 
certified up or down and over, and recognized, 
criminals delivered and judgments accepted 
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from one court by another,"' The judges had 
the best motive in the world for making (heir 
decisions clear and consistent—litigants would 
not hire them if they didn't give clear, consis-
tent j udgments. 

To improve our domestic security, all we 
need to do is abandon aggression. If we were 
successful in doing this, what would our 
country be like? 



CHAPTER 17 

PUTTING IT ALL TOGETHER 

The practice of non-aggression domestically 
creates a peaceful and prosperous nation. 

HOW WE WENT ASTRAY 
The founders of our country knew the 

importance of honoring their neighbor's 
choice. They knew the secret of creating 
wealth was to avoid aggression-through-gov-
ernment. Our Constitution reflected the first 
principle of non-aggression—honoring our 
neighbor's choice—to a greater extent than 
any other nation of that time. Consequently, 
we became the wealthiest country in the 
world. 

The second principle of non-aggression 
was not so well established, however. When 
individuals stole, defrauded, or attacked an 
innocent neighbor, they were not usually 
required to right their wrongs. The focus was 
on punishing the criminal without necessarily 
restoring the victim. When wrongs were not 
righted, crime paid, so it grew and flourished. 

In frustration. Americans tried to fight fire 
with fire, but they only increased the size of 
the blaze. Those who lied about their medical 
credentials were not required to make their 
victims whole again. Instead, the guns of 
government were used to enforce licensing 
laws for medical practitioners. Those who sold 
untested medicines while claiming they were 
safe paid fines to the government, but rarely 
compensated their victims fully. Trying to 
make up for a breadwinner's death might take 
a lifetime. Such a penalty would effectively 
deter those who would harm others. 

Instead of requiring aggressors to experi-
ence the fruits of their actions. Americans 
tried to deter aggression by becoming aggres-
sors themselves. Aggression-through-govern-
ment was instituted in an attempt to deter 
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aggression by individuals. As always, more 
aggression only made a bad situation worse. 
In the field of health care, medical practi-
tioners became expensive and less available, 
innovation was stymied, and the introduction 
of new pharmaceuticals was delayed or pre-
vented. Licensing laws in other areas had the 
same adverse affects. 

The guns of government were used to 
prevent homesteading over vast areas of the 
country. The Pyramid of Power grew. giving 
control of our destinies to a powerful elite. 
Wealth creation slowed. 

Naturally, the poor were most adversely 
affected as the Wealth Pie shrank. Aggression-
through-government limited wealth-creating 
options of the poor. If they could not gain a 
foothold on the Ladder of Affluence, they more 
frequently turned to stealing or drug dealing. 
Still others surrendered themselves to the 
elusive pleasures of mind-altering drugs. 

The justice system focused on enforcing 
aggression-through-government instead of 
defending against individual aggressors. 
Consequently, fewer thieves, murderers, and 
rapists were apprehended. Because taxpayers, 
not criminals, had to pay for the prisons, 
victims were robbed twice. Prisons became 
overcrowded and reduced sentences became 
common. Crime paid and so it flourished. 

As crime grew, the police and court sys-
tems were unable to cope. As an exclusive, 
subsidized government monopoly, the justice 
8system was less efficient and more costly 
than it otherwise would have been. When 
justice was slow, criminal activity became 
more profitable and widespread. Fear of others 
permeated our culture. 

THE EASY WAY OUT 
TIT FOR TAT showed us how to deter 

crime. First, we honor our neighbor's choice. 
Second, we allow aggressors to experience the 
consequences of their actions by requiring 
them to right their wrongs. When we teach 
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aggression by becoming aggressors ourselves, 
we encourage crime. If we want a society free 
from crime, we must stop supporting the 
crime that we perpetrate through government. 

Once we have rejected aggression, we 
make it easier for others to do so. When we 
allow the disadvantaged to create wealth for 
themselves, they don't need to steal. As the 
Wealth Pie grows, more is available to help the 
truly needy. Fewer people choose a life of 
crime when they can get ahead without it. 

Those who do seek to exploit others would 
be brought to justice more rapidly in a country 
that practiced non-aggression. With more 
wealth available and fewer criminals to appre-
hend, capture would be more likely. When 
criminals pay the costs of their trial, capture, 
and imprisonment. justice would not be limit-
ed by the amount of money that the innocent 
were able to pay. 

Righting our wrongs is less expensive than 
trying to control anyone who might harm us. 
We focus on the guilty few instead of the 
innocent many. Crime is effectively deterred 
when the probability of being caught and 
made to pay the full costs of ones crime is 
high. 

Deterrents are especially important for 
polluters. When people know they will pay for 
the harm done to anther's body or property, 
they are more careful. 

When criminals fully compensate their 
victims, they have truly paid their debt. A 
restored victim is a victim no longer. Bygones 
can truly be bygones when the damage is fully 
undone. By practicing both aspects of non-
aggression, we take responsibility for our 
choices and allow others to do the same. We 
treat all people as equals—equally free to 
choose and equally responsible for their 
choices. 

HEALING OUR WORLD—AND OURSELVES! 
When we attempt to force our choices on 

others, we are denying this reality. Not only 

Center your country in 
the Tao and evil will 
have no power. Not 
that it Isn't there, but 
you'll be able to step 
out of its way. 

—Lao-tsu 
TAO TE CHING 
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does this denial perpetrate poverty and strife, 
it is directly harmful to our physical well-
being as well. Aggressive Type A personalities 
who are prone to heart attacks tend to blame 
others for their problems.' A Type A person in 
a political context might believe that selfish 
others are responsible for the world's woes. 
Type As tend to view the world as a hostile 
place where "doing unto others before they do 
unto you" seems practical. As we've seen, our 
nation's laws reflect such attitudes. Could that 
be why heart disease is the Number 1 killer in 
the United States?2  

Type C victim personalities are susceptible 
to cancer. They feel that they are helpless to 
acquire whatever they associate with happi-
ness.' in a socioeconomic context, Type C 
people may believe themselves incapable of 
creating enough wealth to sustain themselves 
and their loved ones. They feel that they are 
victims of the system. Sometimes they might 
use this feeling of victimization as a justifica-
tion for stealing and harming others. 

These unhealthy attitudes fuel each other 
in a positive feedback, A/C Loop. Type A 
beliefs lead to the aggression of licensing laws, 
which prevent the disadvantaged from creating 
wealth for themselves and their loved ones. 
Type C people who can't reach the first rung of 
the Ladder of Affluence feel helpless to control 
their own destiny. Type As then blame the 
plight of Type C individuals on the selfishness 
of others and propose the aggression of taxa-
tion to provide for these unfortunates. Charity 
by aggression ensnares more people in the 
Poverty Trap. reaffirming in the poor a Type C 
belief in their own helplessness. Could this be 
why cancer is our Number 2 killer2  and why 
the poor are more susceptible to it?3  

People who tend to live the longest ("Type 
S," for self-actualized) believe that their hap-
piness (or unhappiness) results from their own 
choices.' Because Type S people do not blame 
selfish others for their plight, they focus on 
doing whatever they can to help themselves. 
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Since this attitude is most likely to result in 
accomplishing their goals, self-actualized 
people feel competent rather than helpless. 

In a political context, Type S personalities 
honor their neighbor's choice, because they do 
not see selfish others as the cause of their 
woes. In a society where aggressors right their 
wrongs, victims are restored. Consequently, 
there is little reason to feel like a helpless 
victim. Non-aggression sets the stage for the 
evolution of the healthy Type S societal per-
sonality. 

As long as we continue to be majorities and 
minorities, victims and aggressors, our society 
will be diseased—as individuals and as the 
body politic. When we prat (Ice non-aggression, 
we heal our world and ourselves. 

A nation that practiced non-aggression 
would enjoy physical and economic health. 
Such a nation would be wealthier than any 
other. With an ethic of respect, tolerance, and 
righting any wrongs, prosperity and tranquil-
lity would be the natural outcome. When we 
understand the cause of peace and plenty, we 
realize that these goals are well within our 
reach. When we stop trying to control others, 
we free ourselves from the bondage of war and 
poverty, disease and discontent! 

Can a nation that practices non-aggres-
sion long survive in a world that does not? 
Once again, the computer games suggest that 
TIT FOR TAT (non-aggression) is highly likely 
to spread in a population of aggressors. Even 
a cluster of non-aggressors that make up only 
5% of the population is able to accomplish 
this.4  If the aggressors can't be converted, 
those people who practice non-aggression do 
so well with each other that they still come out 
ahead! 

Aggressors end up teaching aggression. In 
the computer games, the best the aggressors 
can do after teaching aggression to those they 
interact with is one point each round. TIT FOR 
TAT practitioners, however, get three points 
apiece. To the extent that real life has similar 

And ye shall know the 
truth, and the truth 
shall set you free. 

—THE HOLY BIBLE 
John 8:32 

...mutual cooperation 
can emerge In a world 
of egoists without 
central control by 
starting with a cluster 
of Individuals who rely 
on reclproctty. 

—Robert Axelrod 
THE EVOLUTION 

OF COOPERATION 
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payoffs, non-aggression is many times more 
profitable than aggression. Selfish others will 
be converted to non-aggression because it 
pays off on an individual level: altruists will 
practice non-aggression because it brings 
widespread peace and plenty. No matter how 
you look at it. non-aggression wins the game! 

THE PRACTICE OF NON-AGGRESSION 
MAKES A WIN--WIN WORLD! 







































































































PART V 

BUT DELIVER US FROM EVIL 

Our Choices Make Our World 



CHAPTER 21 

A NEW AGE OR A NEW WORLD ORDER? 

Once we understand how global peace and 
prosperity are created, we cannot be easily 
fooled. 

We've seen that government, as we know it 
today. is not the benevolent protector we 
hoped it would be. Instead, it is a mechanism 
by which we direct the guns of government at 
our neighbors out of fear that they might 
choose differently than we would like them to. 
We reap as we sow. In trying to control others, 
we find ourselves controlled. In failing to 
honor our neighbor's choice, we create a world 
of poverty and strife. 

Even when we defend ourselves against 
those who take aggressive action, we begin by 
becoming aggressors ourselves. With the guns 
of government, we tax our neighbors to estab-
lish exclusive, subsidized police and military 
monopolies. Like most monopolies, these 
protection agencies are more expensive and 
less effective than they would be in the ab-
sence of aggression. As we learned in Chapter 
20 (National Defense), actions undertaken for 
nation& security may have endangered us 
more than having no defense at all! 

As long as we employ the guns of govern-
ment to force our neighbors to our will, ag-
gression will be the instrument by which we 
enslave ourselves. This is as true of global 
government as it is of our local and national 
ones. 

To many. unification through world gov-
ernment symbolizes the end of war. Unifica-
tion can be achieved in one of two ways: by 
choice (non-aggression) or by force (aggres-
sion). The result we get is very different de-
pending on the means we use to get there. 

For example, the physical and emotional 
joining that occurs spontaneously between 
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capacity. As societies become wealthier, the 
number of births drops dramatically.3  In the 
United States, we have come close to stabiliz-
ing our population, even though children are 
partially subsidized through income tax ex-
emptions and encouraged by the structure of 
our welfare system. 

The reasons people have more children in 
developing countries is not difficult to discern. 
In a rural economy, children contribute quite 
early to a family's financial well-being. Farm-
ing, especially in Third World countries, de-
pends heavily on manual tasks simple enough 
for children to perform. If a world government 
were to limit the number of children a rural 
couple could have, they would lose a source of 
wealth-creating labor. As a family, they would 
be poorer and more likely to go hungry. A ban 
on children would probably create more fam-
ine, not less. As always, aggression-through-
government is likely to aggravate the problem. 
not solve it. 

In an industrialized economy such as ours. 
manual labor, especially child labor, creates 
little wealth relative to the work of experi-
enced, skilled adults. As a result, children are 
a net drain on family resources for many more 
years than they are in rural economies. As 
nations become more affluent, people have the 
incentive to raise fewer children. 

Thus, the most effective way to control 
population is to increase the Wealth Pie by 
doing away with the aggression-through-gov-
ernment that keeps the Third World poor. The 
most effective way to achieve zero population 
growth is to encourage the worldwide practice 
of non-aggression so that all people can climb 
the Ladder of Affluence. 

PROTECTING THE ENVIRONMENT 
Rainforests 

As detailed in Chapter 18 (Beacon to the 
World), the clearing of the rainforests results 
from aggressive government policy. Third 
World governments fail to honor or defend the 
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only to observe how our national forests are 
sacrificed locally (Chapter 8: Destroying the 
Environment) to see what we can expect glob-
ally. 

The way to protect the rainforests, as 
described in Chapter 18 (Beacon to the World), 
is to recognize the homesteading claims of the 
native inhabitants. Historically, governments 
have failed to do this. Instead, native people 
(including those indigenous to the United 
States), have been ruthlessly pushed aside so 
that special interests may be served.4  More 
aggression-through-government will be part of 
the problem, not the solution. 

Some people are uncomfortable with the 
idea of individuals or tribes owning part of the 
earth. Ownership conjures up the image of a 
selfish other withholding a part of Mother 
Earth from other fellow humans. A global 
"commons" sounds more inclusive, more 
sharing. These Images, however, are sheer 
illusion, perhaps even perpetrated by the 
special interests that profit from such an 
outlook.  

Because selfish owners want to profit as 
much as possible from their land, they have 
incentive to treat their property in a way that 
increases its value to others. The price that 
owners can get for the land depends on how 
other members of society value the care given 
to it. A selfish owner has incentive to heed the 
priorities of the whole. 

What would prevent a special interest 
group from purchasing the rainforests? Noth-
ing—as Iong as they were willing to pay the 
full costs of them. Today, the rainforests cost 
special interests only a convenient payoff to 
those who control these lands and do not 
benefit by long term management. The price of 
buying rainforest property from owners who 
can profit from long-term care would be much 
higher. Exploitation is no longer affordable. 

Government officials who control the 
commons are as selfish as property owners. 
However, these officials profit only when they 
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wildlife. just as it encourages protection of the 
land. Although it happens from time to time, 
few people are foolish enough to kill the goose 
that lays the golden egg. 

On Sea. The same principle applies to marine 
life as well. In some states, homesteading of 
oyster beds is permitted. Private oyster beds 
are more prolific and profitable than public 
ones. The owners have incentive to Invest 
money in caring for the beds and harvesting 
them sustainably.6  

Unfortunately. the guns of government are 
used to prevent individuals and groups from 
homesteading parcels of ocean other than 
oyster beds. As a result, no one has incentive 
to fish sustainably. In the first half of this 
century, shrimp fishers along the Gulf coast 
attempted to homestead these areas as a 
group to prevent overfishing.7  The government 
refused to recognize their claim. 

Many other environmental benefits result 
from ocean ownership. If an oil tanker wanted 
permission to cross a fishery, owners likely 
would demand that the tanker carry adequate 
insurance or have safeguards against rupture. 
Insurance costs would be lower for ships with 
such safeguards, thus encouraging careful 
construction of tankers. As a result, oil spills 
would be less likely. Oil companies would be 
ready to deal with the few accidents that 
occurred since delay would increase the cost 
of righting the wrong. 

Owners would also be more likely to invest 
in artificial reefs to bolster the fish population. 
Whalers could operate only with the permis-
sion of the owners, much as hunters must 
request permission to stalk deer on privately 
owned Land. Ocean owners profit most by 
making sure that the valuable species in their 
region are not hunted to extinction. Migrating 
species could be protected by agreements 
between adjoining owners. Since some ocean 
plots might be quite expensive, corporations or 
conservation -oriented groups might purchase 



A New Age or a New World Order? 
	

267 

the years of heaviest industrial activity (see 
Figure 21.1).5  

Some scientists believe the increase in 
temperature earlier in this century was simply 
due to the urbanization of rural areas during 
that time. Urban areas tend to trap heat more 
than rural ones.6  Temperature-sensing de-
vices are usually located in cities and might 
reflect these fluctuations. 

If, in spite of evidence to the contrary. we 
assume that the world is warming. what would 
cause it? The earth has gone through several 
Ice Ages and warming cycles without human 
help and might be doing so again. Indeed. 
some evidence suggests that the ozone level 
correlates better with sunspot activity than 
with human endeavors.' 

Chlorofluorocarbons (CFCs), for example, 
were introduced in the second half of this 
century, while the largest temperature in-
creases were seen before 1940.6  CFCs do 
destroy ozone, but so do volcanoes. In 1976. 
for example, the eruption of the Alaskan 
Augustine Volcano produced 570 times as 
much chlorine as was put into the atmosphere 
by CFCs and other chlorine emissions in 
1975!8  Consequently. banning CFCs would 
have minor impact on ozone levels. However, 
stopping the sale of CFCs—at gunpoint, if 
necessary—might have significant impacts on 
the health of the poor in developing nations. 

The CFCs are used primarily as refriger-
ants. Current substitutes are more costly and 
less effective.8  Worldwide refitting and shifting 
to these substitutes may cost as much as 
$100 billion within the next decade. Unable to 
afford new refrigerators, the poor, especially 
the Third World poor. may have to do without. 
Food spoilage with the accompanying threat of 
food poisoning is much more common in the 
tropical countries of the world and could 
become more frequent. Banning CFCs could 
very well kill long before a hole in the ozone 
ever could. That's a hefty price to pay for an 
inaccurate weather prediction. 

Even a 5 percent de-
crease in the ozone 
layer, as calculated by 
the most pessimistic 
scenarios, would in-
crease ultraviolet ex-
posure only as much 
as moving sixty miles 
south—the same dis-
tance as from Palm 
Beath to Miami. 

—S. Fred Singer. 
Professor of 

Environmental 
Sciences at 

University of Virginia 

-probably more peo-
ple would die from 
food poisoning as a 
consequence of inade-
quate refrigeration 
than would die from 
depleting ozone. 

—Robert Watson 
NASA scientist. 

referring to the effects 
of a CFC ban 
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Such a sacrifice is likely to be unneces-
sary, even if we one day experience a green-
house effect. Carbon dioxide is purported to 
account for about 49% of all greenhouse 
gases. An increase in carbon dioxide along 
with global temperatures will stimulate the 
growth of plants, both on land and sea. Some 
scientists believe that farmers would enjoy 
bumper food crops and warmer oceans would 
produce larger plankton populations.1°  Plants 
absorb carbon dioxide during photosynthesis. 
lowering the amount of carbon dioxide in the 
atmosphere. Global temperatures would 
probably be stabilized by Nature's self-regu-
lating global ecosystem. 

Should we ever face global warming, we 
may find it a pleasant surprise. A tropical 
earth would have more bountiful plant and 
animal life and require less fossil fuel for 
heating. Since the geological record suggests 
we may be due for an ice Age," inducing 
global warming might actually prevent a 
greater catastrophe! 

Finally, the earth is such a large heat sink 
that any warming resulting from human activ-
ities would occur gradually over several de-
cades. giving us plenty of time to react. Rising 
seas would inch forward year after year. 
providing ample time to build dikes and sea 
walls.12  If a chemical were damaging others in 
any way, its price (in a non-aggressive society) 
would rise in order to compensate the victims. 
High prices would discourage use and encour-
age innovative substitutes without aggression. 

A global government, patterned after the 
governments of today, would undoubtedly 
expect taxpayers, not the aggressor, to make 
the victims whole again. If people died need-
lessly because of a banned chemical, the 
representatives of a world government could 
claim sovereign immunity, as our own govern-
ment did after poisoning people with fallout 
from nuclear testing. More aggression-
through-government is not the solution to 
global warming, real or imagined. 
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KEEPING THE PEACE 
A global government would centralize 

military capability. Nations would turn their 
weaponry over to the international "peace 
keeping" force. When enough countries had 
joined, the global government could force the 
remaining nations into the pact in the name of 
global unity. 

Once disarmed, nations could not go to 
war against each other. Peace would presum-
ably ensue. In practice, the guns of world 
government would simply be pointed alterna-
tively at majorities and minorities. Just as in 
Our country, they would take turns being vic-
tims and aggressors. As always, aggression 
would favor the well-to-do. Special interest 
groups would once again triumph. 

The banking interests would inflate the 
currency rapidly, redistributing wealth to 
those who are already well endowed. The 
earth's oceans and rainforests would remain 
in the custody of representatives who profit 
most by allowing special interests to exploit 
these resources. As usual, aggressors would 
not be required to compensate victims. Sov-
ereign immunity would protect government 
officials when their actions harmed others. 
The world would grow ever poorer. 

As we realized our mistake, we might try to 
assert our independence from the global 
government. We would then have to fight the 
combined weaponry of the entire world! 

A worse fate might befall us, however. With 
no country permitted to try different ways of 
relating to others, there would be no example 
for us to imitate. With education controlled 
globally, the ideas of non-aggression might 
never be taught at all. We certainly didn't 
learn about it in our schools—in spite of our 
heritage as the first modern country to recog-
nize the importance of the first principle of 
non-aggression, honoring our neighbor's 
choice. We might never realize that there could 
be a better way, a path to peace and plenty. 

Government, in its last 
analysts, is organized 
force. 
—President Woodrow 

Wilson 

...once having joined 
the One-World Feder-
ated Government. no 
nation could secede or 
revolt...because with 
the Atom Bomb in its 
possession the Federal 
Government would 
blow that nation of 
the face of the earth. 

—Cord Meyer, Jr. 
first president of 
the United World 

Federalists 

...the need of a grow-
ing solidarity with our 
fellows and a growing 
collective soul in hu-
mantty N not to dis-
pute. But the loss of 
the self in the Stale is 
not the thing these 
high ideals mean, nor 
is it the way to their 
Millment. 

—Sri Aurobindo 
SOCIAL AND POLITICAL 

THOUGHT 
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