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different from vne of thetr more immediate
q:-iﬂmll!lllmn F. A, von Hayek. For although Hayek will
occasionally wax lyrical in his discussion of what he considers the
Mﬂuﬂﬂm.ummﬂmwlhmﬁumh
suthority; and, wanl 1o query his
d&:hhﬂdluﬂﬁm one s Aever i doubt about
his respect for the complexity of history.

Hayek's use of the history of political ideas w in fact a very
important feature of his work, not just — and, perhaps, not so
much — because of itx valoe as intellcctual history, but because
of the light it sheds on his own idess. It makes it even clearer than

nln#uﬂthhll'lhlh'hl‘l and right-wing opponents, and they
thus markedly

may be mosi t briefly to make (he point that basically his
i a theory _pmmdh-Mhlﬂhhtm-mhﬂt



Hayek's “Serfdom’ Revirited

mislesding. Although Hayek thinks that most modemn
thlhdﬂ:hpalvm-lﬂnqltmhmm.
he does not simply wamt minimalise government as an

E

objective in itscll, but rather o find the level of governmeni
activity thal i imost bencficial in the long run — and that s a
pﬂﬂmmlﬂu'm,

limited government. The problem i of course that governments
that are strong to execute the central functions which
Hayek would also mt‘iemuu;ﬂthpmnﬂﬂm:
encugh w excoed these limies. Hayek SpCnl B major of
hhwmﬁmniﬂh;lﬂﬁ:mﬂh-dpvﬂmn
o these constant extensions in their exercise of . ind The
m»mmmymummmnh
this regard. Similarly he has shown how governments, especially
democratic ones, which over-extend themselves ure weakened s
they become increasingly subject to the demands of special
mmmmnmmuummm
more ambitious task of showing how democratic government can
be reconstituted in such & way that it does not easily succumb 1o
temptations. He & in other words attempting a theory of
how povernment can be stromg enough o mit itself.

Having indicated the traditionalist perspective under which we
have to understand the central concerns of Hayek's work from
The Road to Serfdom on, | would like 10 conclude with

§

tist of specific liberties. This is conceptually impossible because it

wilii



Foreward
presupposes that we know beforchand the full variety of uses to

which an numbser of put their free activity,
and it is mummmmwnumﬂm
o hmit o those alone.

Since The o Serfdom the presumption in favour of
individual liberty has on the whole played a continuoualy smaller
and smaller role, while politicians, l:-nimnﬂﬂudnlhmhu
been busy spealfying liberties. In the process these
have become paolitically contentious, and the result s that the
liberal-minded citizen easily can be confronted with the hopeles
dilemma of having 10 trade one liberty for another. Thus many
Americans who recently voted for Ronald Kesgan on sccount of
his cconomic policies, may have felt somewhat chilled by (he
moral suthortananism thai presently has influence in the
Republican . For the reverse renson the Democratic cundi-
date would have been an inviting alternative.

It geeds lintde imagination 1o suggest that we could be focing an

dilemma in Aunstralia before very long. In such a

o good many instghts into the consequences of losing our
cconomic liberties, we have very few analyses of the short- and
long-term effects of losing variouws ‘moral” and other liberties —
and we are lefi entirely in the dark when we have 1o compare and
choose between the two uninviting prospects. This constitules
one of the most important challenges to the contemporary liberal
intellect
| hope that the reading of Huyek snd, in a supporting role, the
subsoquent essays muy stimulate such work, both for the world in
general and for Australia in particular. } is of courme no
stranger 1o the Australian reading puablic. Roud to Serfdom
wis republished here in the same year as it il sppeared in
Britwtn, Im more recent yvears ithe work of the Centre for
Independent Studies in particular has constantly drawn anention
to Hayek, and in 1979 the Centre published three of the lectures
ghmlbrﬂlrut his tour of Australia in 197 (Social
. C1S Okcasional Papers Mo,
2} hhmmwmmt‘ﬂmmmmm
an Australian edition of this ‘revisit’, which six British and
Amencan scholars paid o The Rowd 1o Serfilom on ihe fortieth
anniversary of that controversial and influcntial hook.



Introduction
John Burton

1984 AND THE ROAD TO SERFDOM

The 1984 has been the occasion for o phethors of cways and
re-assessing Gieorge Orwell's famous movel of thar utle
which explored the nature of the totalitarian society.

The same year also marks the #0th aaniversary of the
publication of a more fundamentsl work on the threat of
totalitarianism, The Road to Serfdom by F. A. Hayek. who in
1944 was the Tooke Professor of Economic Science and Statistics
ot the University of London. Drawing upon and ing the
tradition of classical liberal political economy, Havek
exposs the comsequences of ideas about the isafs
mhnmuhmwmm.mm
mwﬂmmm.mummhmshm
thoroughgoing attempt to put these ideas mio practoe an
-ﬂuduwmﬂhdﬁh:ﬁuunhtu:hﬂmnidﬂr
unforeseen, and damuging consequences—as  had  already
in Germany and Russia,
essays in this volume re-expmine Hayvek's Road o
Lerfdom in the of both 40 years of experience and
developments in | economy, including Hayek's oam lnter

£
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Hayek's 'Serfdom’ Revivised
he was 10 extend his economic analysis and to fuse it with
an approach o the most basic questions of legal and political
Mmﬂyumfmqmumr.m
Law, Mﬂm“?ﬁn'w'?“
Irﬂn:rm (1973, 1976 and
Professor Hayek was (with Gunnar Myrdal) awarded the
Nobel Prize for Economic Science in 1974, and in 1984 he was
made a Companion of Honour for his services to economics.

and political philosophy —matters which, however important, are

w0 become the subject of widespread public attention.
The Road to Serfdom, in contrast, became a best-seller. When
first published in America, the University of Chicago’s first pring
run wis quickly sold out; in April 1945 the Reader’s Digess
published a condensed version of the book: wnd sabsequently
aver one mallion of the condensation were distributed by
the Amencan <of-the-Month Club.

Hayek himself described The Rowd to Serfdom, n hs preface,
as o “political” book that he had been most reluctant 1o wrile as
Hﬂymuﬂﬂmﬁhﬁﬂhmﬂhmﬁnﬁhh
more academic . Yet it was o duty he felt he could not
evade, .m-nmﬂdmmummmw
the socialists of all

nr.ﬂndm.inﬁhnﬂmmhndnmdumm
political pap. It is a book concerned with fundamental questions
udnwuuuwm Tt is testimony to the value of the book that,
40 years after its publication, we wtill need o mk the same
questions: Are we still unwitt on & rosd to serfdom? And
what forces—ideas, interests, determine whether the
future will be one of freedom or serfdom?

THE ROAD TO SERFDOM SEEN FROM 1984

The six essays in this book examine the issues rabsed in The Rowd
mmﬂhmm'-mﬂwm.hm.mmrﬁ
perspectives, and asscws aspects *s analysis in the light
4) years of expericnce and the development of ideas.

The essay by Hannes Gissurarson, Director of the Joa
Thorinksson E



decades—a t that we owe in no small part to one of
the most thinkers of our century, Friedrich von
Havek



‘THE ONLY TRULY
PROGRESSIVE
POLICY...’

Hannes H. Gissurarson
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‘THE ONLY TRULY
PROGRESSIVE
POLICY...’

Hannes H. Gissurarson

In the fira decade of the 20th century, people could travel across
Europe without passports and settle down wherever they wanted
o without permits.’ In those days, the difference between
agreement and tolerance was still recognised. Even in Tharist
Russia, a1 the time the very embodiment of oppression, Tolstoy
could attack the Tsar from his country seat i Yasnaya Polyana,
preach civil disobedience and recerve adminng pilgrims from all
over the world. In Wilhelmine Germany, not to mention the
Habsburg Empire, imellectuals criticising the government and
wmmmmﬂmm Econotiic
freedom wis everywhere extensive. Thirty or 40 years later, all
this had cha . In Russia, there wias the most oppressive and
intolerant the world had ever seen, waging » ruthless war
IFHIHFIIIH!I.. forcibly transferring whole populations
from one part of the country 1o another, eliminating all indivi-
dual liberties. In Germany and in Austria, totalitarizn rulers
Hmhmﬂnmﬂluppmum perseculing minorities, seiting
mtdlnm:mmpncdﬂcﬂmm
:ﬂﬂﬂ..numwhhh hw-dln'nh:rmnﬂruhhpunuu
lurning against one another, Crechs oppressing Germans,
Magyars putting down Poles, and so on, Finally, in 1939, a total
war broke out.

Why had all this changed? What was it that had happencd?
Aund was something similar hkely 1 toke elewhere? Those
were a lew of the questions which F A. Hayek, then a
m-mtnﬂmﬂ:hnﬂu{&nm.mmm.mr
in 1944 in his book. The Road to Serfdom. Lintle did he foresee

' 1 owe this and some of the following observabons 1o Michael Polany’s
;;ﬂﬂl’l‘rﬂﬂllhirrﬂm in The Speciator, 31 March 194, p.
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The Only Truly Frogrewive Policy’

Thus spoke the elitist, believing “that the government of Britan
wis and would continue 1o be in the hands of an intellectual
aristocracy using the methods of persuasion”, i Keynes's bio-
h!ﬂll‘lﬂ.lllﬂ'ﬂlh-."'ﬂlﬂ however, is a belief
hnlihprq::rlndmphﬂhh It is improper because it

Ei

is cltist. And it is implausible because, as Hayek would argue,
political cutcomes depend much more on the rules of the game
than on the players paricipating i il. The is ke o
dealer in vaies, persuaded by voics, not by ideas, o the study of
pubbic choice has taught us. " Morever, a political order which
depends on paliticians is not & stable one. This s a game
m“mmlmhlhmuﬂmﬂ“mjm[m
Another true tale s worth telling in this conpnection. When
Iqmlutmﬂlh)l:uﬂl:lﬁhmmdmmﬂhunﬂd
turn against inflation, with all his persuasive power, as soon as it
became a he indicated with & quick movement of
his hand how easily that could be done. ‘But three moaths later
he was dead”, wrote Havek.” The moral of this tale is that the
pﬂdmnutlhmmndm we necd them. We may find a
Miller when we are searching for a Ke Hence we need good
principles rather than people. We necd fixed rules, not
m.“mmmﬂwmm

by Bertholt Brecht (of people) in his Leben dex Cralifed:

U Jich Helden nitig hat'. [Unlucky is the

-

s

1
Ee

Hﬂnlﬂ-l

O James M. mmwﬁmmmcm
Coewent, L of Press, Amn Arbor |92
Mancar Dison, Tr., The af Collective Action, Harvard Univer
sity Press, . 1% Gordon Tullock, The Vow
Motive, Hobart Mo, 9, Iastitute of Ecomomae Affairs
London, 1976; 1. M, Buchanan of all, The Economics of Polites, TEA
Remdings No. 1B, Institude of Economic AMaba, Londos, 1978



ing, And monopoly means BCOMROMIC POwer
‘the freedom of the pike s death o minnows”, ok K. H
T:l'l'ﬂ_l‘j" i

Joseph Schumpeter who had written in his influential Capisaltym,
Socialisn and Democracy: *Can socialism work? Of course il
can’.™ We have o tum 10 the debate on calculation unider
socialiam in the 192k and 1 to understand some of Hayek's
claims. In a sense, in The Road o Serfdom Hoyek is merely
atating the moral and political conclusions of that debate. What
he had tried 0 cxpliin there was that we all stan from s position

Eivays, Journaliom and
Pengiin, Harmondswarth, Middlesex, 199, Vol [, p. 143
= loseph A, mm Socialism  and  Imocracy,
Ceorge Allem anid in, Losdon, Sth edn.. 1976, p. 167,



“The Only Truly Progressive Policy’

ol relative ignorance and thal we can only hope (o discover

available opportunities and coordinate our activities in and

through the market process. Competition is not a battle between

producers; hhhﬂm.mm"m
is never in perfect equilibrium: there are always

ammhm.pmm nuw

can, in other words, never bocome wholly automatic:

can never become & routine. The would-be planners

assurrie what has 1o be attmined . namely the coordination proces

or dovetailing of individual plans. *

Orwell’s misconception of competithon

Looking back from 40 years later, it s of course difficuli o
understand why s0 many people then thought that planning
would be more efficient than freec competition, and that (which is
really the implication) monopoly would be the inevitable out-
come of unfettercd competition. Today, we have before us the
evidence of the socialist countries where planning has been a
dismal failure. We also have the evidence of government
enterprises in Western countries which hardly substantistes
socialist claims to efficiency. ™ In those 40 years, furthermore,

gy, Uity o Colnge & e T o
Umrdmmm 19, p

* CF. A. L. Chickering (ed.), The Politics of Ploaning, Institute for
Contemporary Studies, San Francisco. 1976, Ferhaps the most per-
suasve evidenoe i contamed in hetwoon ihe coopomic
performance of palm of countries with & wmilar calture bat different
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mmu“.ﬁhmmw+m
looked by most readen of The Road o Serfdom, which Hayek
mwmmmumhmmmm' power
is dangerous. point succinctly in the debate on
ﬂlﬂlllhnmdwrnnrim

The dulliculty is thai, in order 1o plan a1 all oo an extensive scale, &

much more cxtensive agreement smong the memben of the society

'mﬂﬂmﬂh enist whad thod < - -ﬂla

« I8 comueguetce. thin agrecment

# be brought sbout and & common scale of values will have 10 be
mind propaganda.
It is the imevitable failure of ing which, in the modern
world, generutes the totalitarian state. road to seridom is the
road from Gasplan 10 Gulag. The failure of planning, on this
reckoning, not only generates coercion; it also produces condi-
toning, brainwashing; and the moulding snd manipulating of

é
i



The Only Truly Progresove Pobicy”

human aspirations, desires und needs, all in the name of the plan.
We must not only fear and obey Big Brother: we must also bove

This is the frightening of modem totalitaniansm which
Hayek so vividly describes in The Koad to Serfdom: the invasion
into the minds of men, the end of truth, the loss of all standards

mivwel, Wie

tators, did not, hmm.mnunpuumruuulm
wis by Hayek: that commercial civilisation, slowly
developing from the 13th to the 19th century, pmmulmmny
differing aims and ends and wants thay 'l]ll'_l‘ﬂ.l be taken into

Beial it s b to Fail § mmlthdcudhhmﬁdmﬁnilh
.hlh:'Dpnlﬁn:hﬂ o wse Karl words, or in

great practical difficulties in ensuring political competition with-
out private r.miwﬂhﬂum'anh



Hayek's ‘Serfdom’ Revinned
. UNNOTICED LOSS OF LIBERTY

Governmenil inlervention has everywhere increased, yet in West-
ern countries there is no real sense of a lows of liberty, Is this not
at odds with Hayek's in The Road o Serfdom, even if
that message is a warning lhulpmphﬁﬂlﬂmﬁnl
luThnulumnIlm civibisation has not

mwnhhhﬂﬂmﬂm mn-“hd
increase in government intervention. One reason is

that the planners made a retreat, nod so much under the influence
of baoks like The Road to Serfdom of Mineteen Eighry-Four as
because of their own experiences with planning and because of
the constitutional comstraints jn Western countries, Man is
learncr, even if & slow one. Today's socialism i quite different
from the comprehensive and collectivist economic planning
envisaged by ardent socialists in 1944." Another resson is that
there was & incremse in international trade afier the

may be the huge success of liberal "wmmm
under Ludwig Erhard, lﬁﬂﬂﬁw‘



iowards authority are as much the effec an the cause of the political
imstitutsons under which i bve,™

Hayek's argument is, not least, that the conscious removal of an
oppartunity may constitule a restriction o loss of liberty even if
those from whom the opportunity b removed are guite unaware
of its removal.

Pigou's confusion between coercion and freedom

Let us try 1o this argument by examining vne of A, C.
Pigou's criticiums of Hayek in his review of The Road 1o Serfdom

* lsatah Berdin, ‘Introduction’, Four Exsavy on Liberty, Oxdond Undver-
sity Omford, 1969, p. oxowin,
F. A. Hayck, ‘The Roud 1o Serfdom sfier Twelve Yean', in Shudfies,

;. N,
o review of The Rowd w Sevfilom, in The Ecowiomic
Journal, 1944, p. 21K

13



Hayek's ‘Secfdam’ Revisited

The answer is: Yes, they are less free although they may not
kneow i, Pigou™s distinction s between two kinds of coercion
between coercion and frecdom, as he bebeved.
hﬂ-u puuphmdupmmluhli:hﬁn in the latter they are

direcied, manipulated, perhaps deceived, into becoming the

1wols of wime masters, and are thus degraded both as
human and as moral objects. Of course there s a
difference between the two instances, but it is more a difference

E
i

conceptual difference between the los of hberty under
interventionism and the boss of it under socialism ; individuals are
acted upon, but not allowed to act; ends are chosen for them, but
nﬂhrﬁnn.mdiﬂ:?q:huﬁnan;l:hﬁmﬁm;hh
between prohibition manipulation. recent

about Professor Roberi Nomck's A
Anarchy, , and Utopia, offers an interesting parallel. Nozick
mﬂﬂﬂimdﬂh&nﬂ“hﬁym that

“just’, Therefore, the socialist stale must, as he says, “Torbid
capitalist acts between consenting adults’ ™ Uritics have made »
wvery simillar poini against Monck as Pigou made against Hayvek,
pamely, that he nqh:u the difference between depriving
msdividuahi of all choice and restnicting o indirecily, for example,
by redistributing income through taxation.® And the bhberal
answer s the same: in both instances human beings are demied
their chwnice: they are manipulated and moulded sccording 1o the
will of some masters, even if those masters are elected "represen-
tatives’ of the people; Become mete medns, not the prood
citizens of the Kantian ‘Kingdom of endy’.

* Hobers Nonick, Anarchy, Satd, ond Utopis, Basll Blackwell, Ouford,
194, p. 16k

* 1. Jeffrey Paul (ed.), Reading Nozick. Basil Blackwell, Oxford,
19EL. esp. pp. 190-200, ME-10, and 12533

14



The Dnly Truly Progressive Policy'

Loss of liberty In the wellure state

These reflections are pertinent in the kind of society we
hwllm,km-mdﬂmmmwmm
collectivin planming has been replaced by o fine mesh of
restrictions, by and redistribution of income. There
has been a loss of liberty in this kind of sockety, but most of us
may be unaware of it. This was foreseen by Aleais de Tocgueville

more than & cenfury ago:
The will of man is not shattered but sofiencd, bent and gaded; men
are seldom forced by it 10 act, but they are constantty restrained from
ncting. Soch 8 power does not destroy, but it preventi existence, it
does nod Tyranmire, bul if compresses, enerveles, extinguishes, and
# peaple, till gach nation s reduced to be nothing better than

CONSCHERCE, ﬁwm';thlﬂm
tonary power of tax police against and of
childeen’s against parents.” Sweden & cortainly



Serfdom’ Revinined
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the
reality, so that they are there for all
What, however, lies shead? IT the analysis in The
Serfdom is anywhere I-nmmpleunrumlhﬁmnr.i:h.l_buﬂnl:.

z
:

serfdom; we have not reached a point of no return: ‘In social
evolution nothing is tnevitable but thin makes it so,™
Let us carefully survey the and then the right road.






THE ROAD TO SERFDOM:
FORTY YEARS ON

John Gray






THE ROAD TO SERFDOM:
FORTY YEARS ON

John Gray

When, 40 years ago, Friedrich Hayek published The Road 1o
iuj‘dunthmmuﬁmmw itl.m.lﬂllwﬂ hl'lllﬂ
against the grain of opimion. At that time, 1 lict
muﬂ:qmuﬂlhﬂunliﬂulmﬂmhnﬁhuunlﬂnn
of comprehensive planning and a

ufmu inherited moral traditions. Such figures
mumHlLuhudth:hhwmmm
the free society as o sort of chaos, which

rational reconstruction on an ideal patiern could save
disabling mefficiency, inequity and eventual crisin. Because
this dominant interventionist and constructiviss s Hay
wmﬂmﬂmhﬁhilﬁh yoes)
ledged ity decp moral and intellectual sericusness.
belief that there b o stable middle way between the socialist
mmndmunnrmdlhzlruvmukﬁmn—lhw
mﬂulluwtimuhmlmm&ﬁdm—mud
h:lh:dmulnul'lhlﬂm embodying as it did the

requires,
indmulmhdp the guidance of human cultural
dwnhmnlb:rmm:imphm Hayek's anibcams of
this view—in which, like his condemporary of the Vienna of
his youth, Karl Kraus, he secks 1o punciure the
of vague slogans and vast generalitics—were bound o be largely
disregarded by the rationalist intelligentsia of the dav.

Hayek's achievement—towards the road from serfdem
No ane could today, 40 years later, that Hayek's argument
missed its mark. 11 is 0 commaonplace nowadays o find socialists
mmm&ﬁmﬂmﬂmiumm
1hﬂydmuwmﬂnﬂuﬂmm
m full force of Hayek's argument is far from
few would now be tempied to dismiss it as a
mhﬁln-hnlihudnwu its salicnce 1o many
contemporary  difemmus of interventioaiun s unmistakably

R

E'%E:ngi



Hayek's ‘Serfdom’ Revistind

plain. At the sume time, | think it is fair 10 say that the logic of
the Hayekian srgument s still not aliogether clear 1o of his
renders, and its implications are resisted even by some within the
classical liberal tradition. Accordingly, my aim in this short essay
w twofold: to give an interpretation of Hayek's argument for the
claim that we arc well advanced on the road o serfdom, in which
its distinct elements ure clearly identified and their mutual

{i) The treason of ihe Intellectuals

In using Julien Brenda’s famous phrase to capture the first strand

of Havek's | do not mean to Views, nof

to neglect the and inality of '8 Hin
contention tn The Road ro s that the classical

traces the hubns of rationalism back 1o carlier
sources, and in puarticular to the Cantesian-Baconian dogma that
il is irrational o any belief whose ruth cannot be






lﬂm-:uﬂmiupuﬂq{ulphmnunl.nrlmhmwﬂlwh
desited result. the practical und theoretical respomse of the
imterventionist ideologue i 1o demand an extenuon of the policy
to pew fickds, Both interventionist theory and the vested interests
created by interventionist policies will always imerpret the fatlure
al nny such policy. not as o reason in favour of its shandonment,
but rather as one supporting its wider application. Both the
situational logic (1o use o term of Popper's) and the theorctical
rationale of interventionist policy in this way compel the transfor-

24
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mation of the free coonomy mto a diriginte régme, if only
because every interventionist policy has some unpredictable side

egoists in that the logic of the political competition for social
resources is (0 injure the interests of all even though each party
to the conflict has no chodee bul 10 enter it. This is & process which,
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ideals by which Hayek secks to account for the decline of
freedom, the new Hobbesian dilemma refers o an :utrrﬂj-
impersonal process wherchy freedom withen, mdependently of

of even contrary 10 the intentions and beliefs of the majority of
the citizenry, by virtue of the conflict of interests which unlimited
democracy engenders as o creates a political stste of nature and
destroys civil society.

Il. THE ROAD-TO-SERFDMOM THESIS CRITICISED

liberalism were largely remedied the Austrian School, but

liberal wask muddied by non-liberal influences—by
French , the German Romantic cult of individunlity,
and various socialistic schemes—ihe framework that

of which he was conscious enough., bt to which he could find no

solution. It was only with the work of the Austrian
School that the comception of ecomomics as the science of
nnh:;utmmpﬁﬂwhh:huwhmlhmﬂ

irﬂ:: allowed the shaky intellectual foundations of
liberalism to be strengthened  Again, though MEl's constructivist
ratiopalism owed much to foreign influence, none of the great
classical liberals (with the kikely exception of Hume) wes

26
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altogether free of mn uncritical rationalism which latter-day
and their critics alike drew upon in their hubristic

Heconstracting the Toundations of lileralism

criticksm, historical awareness and detachment.

As for his second argument about the seli-reindorcing effects ol
interventhonmm, however, some contemporary classacal liberals
have urged that Hayek's sccount has taken insufficient note of
contrary developments. They point oul that the extension of
interventionist controds has been accompanicd by a backlash of
phenomena (of which the most notable b the *black’ economy) n
which freedom has been recovered by stealith. In its most gencral
aspects, however, this patiern of contrary developments unll,
confirms some of Hayek's maosi -stunding contentions. |t
was, after all, one of his most v insights that Keynestun

of macro-economic management by defion financing
worked by exploiting irrationalities—such as moaey illusion—
which ther tion over a generation or wo could not avoid
vrn:lultel.iﬂ wortls, the success of Keynesian policy depends
exstence of a majority of people with pre-Keynesian
attitudes and expectations of preciscly the sort thal repeated
jons of the policy are bound o undermine. Hence,
whatever else it muy have been, the Kevnesian episode was from
the start identifiable as a self-limiting experiment.

It follows from this conclusion—and from the ercsion of tay
llusion evidenced in the growth of the "black’ economy—thal
even a semblance of success for interventionist poliaes can be

achieved cnly by further restnctions of individual . This i
preciscly what Havek has always maintained. Adms , s the
experience of the communist bloc . evien the most severe

curbs on liberty fail o guarantee the desired resolts. Buot, asde
n
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from the tribute to human ingenuity made by the institution of
carruption, the grandiose ruin of sociabist in the commun-
st bioc i 0 development from which classscal bberals can derive
only n aatiniaction. Fod, while it demonstrates once
for all the wals of their position, it docs so by depriving
millions (scon billions, perhaps) of the very liberty which liberals
prize s the paramount political value.

Collapse nto totalitsrisnium not inevitable

Perhaps the most of the criticisms of Hayek's argument
that have come from within the classical liberal camp focus on his
third contention about the logic of competition in
wnlimiied democracy. Thus it has been srgued (by Norman
Barry) that historical siggests the existence of “an
optimal rute of  whereby the of interest
W of the state fails to yield the

result predicted. This criticlsm invokes the
fwct that no advanced Western industrial has
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welfare state in Britain, Euwrope and America has produced a
sarvile psychology—a lack of initative and entreprencurship m
some sections of the population—on which many observers have
remarked. Even though individual freedom is not itsell a state ol
mind, it depends upon habits of thought and feeling which go far
to make the seli-reliant character of a free man, When servile
manners prevail, freedom cannot be safe for long, and will seon
be lost.

ecomomuc recesaon and the dampenmg—partial
and a8 it may be—ol inflationary cxpectstions. The
achievements of the of Thatcher and Reagan,

welcome and admirable as thoy have been, have not included any
reductions in the inherited burdess of the

mmwww+hﬂmh&
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L. CONCLUDING REMARKS

Hayek's analysis stands, with all its alarming i s
subversive effects on our natural complacency. i is 1o be
done, however, 1o avernt the of liberty? Much that s
heariening is already afoor. as a result of Hayek's own
mt.dnﬁ:ummmm?;mmmlm

hndnppmnpad.ﬂym;t voung. And in that fsct
there is undemably some hope. It seems to me, however, that we
have yet fully o shoulder two tasks—one intellectual and one
wmmmmmm
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.MMMMMHMH&MM
The political struggle is a topic on which | can pronounce less
, but it seems clear that it has two main sspects.
on the one hand, an unremitting effort o counter the
statisi bins that dominates the media and the nstitutions of
higher education. The battle of ideas w far from having been
won, and full sdvantage must be taken of current hopetul trends
HM!HWIIMHWEMMII&
can interpret in classical liberal terms the current crises the workd
is facing. On the other hand, in the real world conlext of power
what in required 18 1o link up into a formidsbie coalition the many
interest whose interests and idenk are injured by statist
BOns. is & coulition that should embrace recent
groups whose members resent being taxed (0 support
secular schools 1o which they refuse to send children, as well
ms various cultural minorities whose members inexplicably sup-
pose they will do better under socialism than in the free market.
At the level of party politics, classical liberals cannot of course
commit themselves unalterably to any party or leadership. But
we should anticipale the shandonment over the next few years
hitherta friendly conservatives of the classical liberal policies
which they have only fitfully implemented. And we should have
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IDEAS VERSUS INTERESTS:
THE CLASSICAL LIBERAL
DILEMMA
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IDEAS VERSUS INTERESTS:
THE CLASSICAL LIBERAL
DILEMMA

Norman Barry
L IDEAS . .

The Keynesian cliché
There is very flittle in the cconomic and social philosophy of
that today's classical liberals approve. Yel one uilerance
of ted so often by scholars, intellectuals and journal-
ists that it has become a cliché—is regulurly endorsed by many of
today’s free market philosophers. It is, of course, his fnmous and
passionate declaration in the General Theory that it s idesiogy
which m altimately decisive in the determination of social evenis:
The ideas of economists and political philksaphern, both when they
arc right and when they are wrong, are more powerfisl than s
commonly understood, Indeed. the world s ruled by Note elee.

In a nicely-anticipated denunciation of the groap theory of
b went on to say that “soon or lnte, it is idess not vesied
mm.ﬁ:ﬁmdmmtul;ﬁ:udmuﬁl'.' d
Mlpmfm:ullmlnqﬂlllu as, Keynes, of coune,
ammdumuthm:mimrﬂmhulhhﬂnnm
and group or sectional forces, But so do
What would be the point of writing srticles, and books
on the virtues of the market i i were not ppssible, by & process
ol intelleciual oamoss, to alier the coumne of social und economic
events? If it were true thal the oulcome of sn hisioncal proces
rested exclusively on the siruggle between interest groups, the
behaviour of which could be predicted more or less socurately.
how could we explain the renaissance in liberal Wdeas that has
occurred in the last 20 years—a renaissance which has had some
influence, albell small, on 8 number of Wesiern governmenis?

L 5 E . The General Theory of Esmployment, [nieeesd andd
Mlpmary . London, 1936, p. 33
Ip_m
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The sweming power of lews

¢ the historical evidence for the gutonomy of ideas
geemn o beé overwhelming. The 1917 revolution i Rusaia was
nothing i not & tribute to the of the Marxist political fdea
and a stunning refutation of Hlﬂiﬂﬁﬁtjdl:dﬂdlw.
The puts ideclogy into the epiphenomena of life: derer-
mummwmﬂﬂmm
um'ﬂm:h;ﬂmmhﬂumﬁnmdhm
stage of the evolution of the division of labour, Yet, in practice. a

mﬂwﬂ‘&iﬁrmdmm-ﬁlm-
hemuve and ideclogy was able 1o defy the Marxian laws of
i and creste a Mamxist society in most unpropitious

In his Law and Opinion in England.' AV . Dicey pointed to an
apparenily clear connection between the rising tide of collectivist
torwenrds the end of the 15tk century and the increasing
dominance of mierventionist thinking imellectuals. John

E‘!

thon on the ground that it maximised a notion of liberty that
transcended the merely negative notion of ‘sbsence of con-
straint’, just at the time when statutory law was sttenuating the
' Macmillan, London, Ind edn., 1926

AV , Law and Opinion in England, p. ol

" Fint pu in 1R44.

*T. H. Green, Leciured on ihe Politcal (ligation,
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traiditional and quintessentially individuahst concept of freedom
of contract.’ It was inconcervable to Dicey that the transforma-

ﬂmdﬂrﬂ:ﬁ:&mnmm-rm soCiery
could have come about from the pursuit of group interests alone.
For him, opinion validate group interests themselves:

i

In the post-World War 11 period, the dominance (st least antil
the mid-1970) of Keysianism sppean to provide a perfect
be entramced by a

highly apeculative theory
publication of the General Theory in 1936, the idea that an
cconomy could be managed by macro-economic methods, and

i . and sometimes . Wibute 1o Keyne with their
that the sconomic and social world i & battieground of
idens and with their that liberal ideas may once again

" Gireen, “Libaral o Freedotm of Contract’. in Warks
Longman. London, 1888, Vol. NI
¥ Law and Opinion in England, p. 14,
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wants it thal we are moving in that direction. There are no
objective fncts which make it inevitable'.* Furnthermore, the

always regarded the present ills of the world as the of
intellectual error, they can be cured the
courection of that error,” This, of course, is why his o

pemsasive power of correct thinking,

The liberisrian “éliie’ siance

The claim that victory in the battle of ideas is alone sufficient (o
mssure the sucoess of iberalism it carvied to extremes in the final
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of contemparary “wellare” socenes m offered, and somilar tactics
suggested for transforming them into free societies. Thus it s
assumed that Western societics. over-burdened with welfnre and
other statist commitments, will eventually nnd & resul-
mmtmﬂuhﬂwhmh activists armed
& coherent and  uncompromising hbertarian
H is very impressed that, in 1917, &
lh:-:mul' wis wis able. through determined political
action coupled with u clear theoretical wnderstanding of theer own
ideology, to convert a vast country 1o socialism. It follows that
qmmmfurmthlmuﬂdmumirlmﬂh:rﬂm
incfficient wellare svatem by & ‘ne income tax'. is to be
eichewed since these dévices me prop up an unacceptable
system,
The strong implication of this view i that the masses are
esenally parvve: that all idess onginate with &lites and social
change comes about through changes in the eologles of the
dlites, However, the extreme (and perhaps naive ) proponenis of
the “sdeus-are-decisive’ school tend to overiook the complexity of
modern societies. Il ideas are ultimately the only things that
maner, it would be true that social change s entirely a
of changes in the ideologies of governing minor-
mmmmtmmim
would make litthe difference.” This is clearly the case In
Rothbard's version of the thesis and it is closely connected with
the sociodogical ditizm which characierises much other work by
kim and other libertarisoms.
Rothbard is an admirer of the infloential Xh-century &litist
theorist, Robert Michels, ™ discoverer of the famous “iron law of
oligirchy’. This simple law holds that m any form of socml
organisation minorities will emerge which are more of lesa
permancnt and immune from direct control, even in democra-
cies. Thus what is being asserted s not mercly the trudsm that
governing 15 a minonity activity, bul the more substantive thess
Mmmyﬂnmmu&nrmﬂvﬂpﬂmpﬁq
‘Democracy”’ in therefore not the name of a distinctive form of
povernment. but metely an emotive or bonorific label.

¥ For an account of this Marman P. Barry, An feroduction s
Modern Poliical m. Lomnedon, 198], HIT-214
= Political Fartier, Free Press. NMew York, 1962, G in 1911



Hayek's ‘Serfdom’ Revisived
Policy-making in democracies by coalitions of interests

It is, of course, true that in a democrcy public policy does not
reflect the peopic’s will or majority opimon in a direct sense.
However, the outcomes of policy processes in democracies
embody opinioa—albeit ip an indirect and confused way,
Thus, there is likely 1o be o consistent set of preferences
held by s majority which is then reflected in the outputs of
povernment

mﬂm; the emergence of democratic régimes

3
i
:
:
%

of

liberalism. constitute those elements of
me”d ﬂ-ﬁmmm which partially define the
fibernl concept of a ‘person’, that s, & rational agent whose

ALY Dhcoy, Law and Chuindon in Eagland, pp. 1-16



Fdean Viermas frbeersiy

Ko 6 o Sbvions€on 12 Maeriom, bebioorss P
laws of human {ms in Marxism, behaviourist
logy, and some modern guastilitive economic doctrines).

an essential unpredictability in human sction -hi:h makes
freedom possible, s not mconsistent with the ides of & “science’
of society. Indeed, the development of a potent political liberal-

mnmnudwhhlh:puﬂrrmﬂdhﬁmmnhuu
‘prophecy’) but with the explorstion of those social regularities,
such as market structures and legal orders, which are the
unintended or unanticipated consequences of human sction,*
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It is the aim of making political sction harmoniows with the
“laws’ of necessity that has enabled liberals such as Hayek 1o
speak—without paradox—ol the peed o reconstruct infellec-

on & im haman namure. Nor does it hold that poverty can
be (by law), or that can be relied upon

o promole the public good, or that a civilised socicty
is possible withowt private property,



pﬂﬂnluhmh!hnprﬂmmhﬂhﬂummnﬂf
differentinl growth rates in & number of countries (and for the
differing economic performances of the various stnles within the
USA) in his recent The Rise and Decline of Nations ® Since this
work has been justly praised by classical liberals, it i worth
emphasising that the cconvmic malsise of cortain countries, most
particularty the UK. is accounted for by Ofson almost entirely in
terms of the self-destructive uences for a liberal economic
arder of the unrestricted privileges. Iﬁnh“
given a secondary, muﬁﬂuum rode
nation of events.
mlhuﬂhrm}mmtnum:hmyunh:m
and public goods, The Logic of Collective Action.” Olson shows

how societics in which cohesive and groups able
w their members with collective have developed,
arg 1o expenience slower growth than those which have
under-gone  wnme transformation of the social
order which destroyed the power of interests. The
analyss derives the familiar involved fn the



Ironically, the circumsances in which the sctions of organised
groups are particularly corrosive of the public interest are those
of political stability and order. ﬂhvh.ﬂr.ﬂhu‘ﬂuﬂhﬂlil

the almost unanimous belief of the political scence profession in
the vinue of between well-balanced groups as o
source of order argues to the contrary that of

z m,mmﬂmqnmwrmmma
the struggo for dstributive shares, Usher, The Ecomomic
Presequizae of Democracy, Blackwell, Oxdond, (981

4



Yet Olson eschews 8 mono-cavsal explanation—an explana-
tion of social and economic history couched eaclusively in tormm of
group pressures.™ There i a role in his wystem, albeit an elusive

m.j he says, also be partly i in osther ways: “The inter-
World War 1l and other developments led 1o
iﬁdﬂlk‘* that imcreased the scope of govern-
meni™ [(my italica), F rmorg, when discussing the trend
towards trade protection (a natwral aim for groups ), he notes that
there were stromg ideological pressures in Erhard's West Ger-
mnyﬂﬂmnpdmmmﬂ'luuhrmm BR
mmmdmummmﬂmmnm
ot where idenlogical pressures imtervene!
potency of Dison's scientific cxplanation depends on the
relative absence of d.mu#bdwhﬂ:ﬂ forces, for these ane
el such is i

opinion led the repeal of all special-intercsl leglation
regulation and protection. But he admits that such ‘s sweeping
change in ideas and politiex is extraordinary unlikely™=—as
indeed it must be by the logic of his own theary.

= Cheom, The Rise and [ecline of Nanons, pp, 18-16

= Do, he Rise amd Decline of Natons, p. 71,

F uewn. The Rive and Decliae of Natons, pp. 100-3]

= O, The Rize and Decline of Natioms, p. 236,



some of the implications of this latcr arc less in
tune with contemporary liberal thinking k's antirationalism
telli us that planning 5 wroag hocause i
presupposes that a contral can have mccess (o that
dispersed information (or “tacit’ ) on which an effi-

those mstitutions, idess and which prove to be success
ful im the strugghe for existence.™ In other words, an unaided
feasOn Can Never improve on Indeed, in a recent
canay. he seems to have shandoned activist classical in

The prospect of & stagnani sochkely
But what if evolution produces not the order of

by Olson? As the latter observes, the privileges and anhi-
q:ﬁhwp:ﬂu&nﬂ come from state inter-

of the kind expericnced in the West this contury; they
can themselves emerpe spontancously.” The survival of an

® Law, Legivlarion and Liberry, Yol | Bules and Ovder, Routledge and
Emw.:ﬂm mﬂm Yol Tl The Politicai
- ee]

Ovder of @ Free People, Routledge and Kegan Paul, London, 197,



n trivial (or ) Bense

Furthermare, there b mounting in the thesis that &
certain kind of “stability” tends to from the interactions of
groups in liberal democracies, rather the slide into

o
implementation of social and economisc philosophics ). 1t is true o
a sense that powerful interest groups are, a8 David Hume
suggested, themselves governed by opinion about what is “right’;
but this is trivial. What is importani i that predictions about the
behaviour of such groups are derived from ithe kpowledge of
their interests rather than their belicfs.

The new siress on constititional reform

With this shift in cmphasts in liberal thought fowurds the

importance of imstitutional factors in social has come a

new emphasis on the mportance of comstitut reform as the
out of the modern social dilemma of collectivism. These

rigid comstraints on monetary and fiscal . the

protecthon of individual rights (including §, snd
tions on legistative sovereignty. Of course, -fmnnnm

-

" Notman P Barry, 'Is There a Road 1o Serfdom ™, in Groveranmesd and
Oppogition, Vol 19, 1984, pp. 5167

a7



however, prove that Kevnes's thesia s

argement ) i in the trivial sense, m:m
abm of such is to check the power of vested interesin.
Furthermore, nced for such reforms suggests that the

mare difficuli in modern democracies than in simpler
forms of political organisation. Governments of Bberal democra
cies do reflect in g way unooticed by Elitists,
Bt it is more to be a reflection of a set of anid

apirian, there imtcrest groups which
Ao
mhmhmhihﬁmm
: in persuading people that free markets, wund
and private property arc in the public interest, but that i
ﬂﬂrmhrﬂlthﬁnun[nl:hq—mmdm
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HAYEK AND THE WISDOM OF
THE AGE

Jeremy Shearmur

L INTRODUCTION

I wish in this essay 1o argue that Hayek's Road to Serfdom’ s of
considerable contemporary relevance. | will argue this in relstion
1o some older ideas which, because of their role in education in
the social sciences, are likely 10 leave a considerable impression
on students of sociology or political science—and on those who
are exposed to these subjects in the course of their pursuit of
vocational qualifications. | will also argue that Hayel's ideas are
relevant o lems in conlemporary political

It is ironic that, while many might consider The Rood to Serfdom
dated, if we go further back into the history of social thought we
come across texts which sre not omly the objects of ever-
increasing scholarly attention but which are also introduced o

Bay
the ideas of these writers defective in ways that Road

helps 1o bring out; their work is particularly bad as a
maodel of the between academic analysis and
political action or policy

It was against Marxist idcas that The Koad ro Serfdom was
nmmﬂlr:k

influentinl, but the example of the Soviet Union as & planned
| Routledge & Kegan Paul, 1544

k1]



"Bul see A, Nowe, The Economics of Fearble Socialinon, Allen &
Unwin, London, 1983, the final sections of A. Rattans, Morx and
Divizion of Lebour, Macmillan, London, 1982, and the final section of
0. Melellan's book.
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judgment, however, this i a crucial area for the analysis and
of Marx's ideas. And it s here that Hayek's Road o
is of the urmost importance, for it draws our attention to
mﬂM'irlwlem,mﬂ.h
50 in wa Ve | for Marx's

v wihich .Emtmlwﬂi:ﬁﬂ

§f

Economibc organisation withoul markeis?

The first issue i the economic organisation of & society in which
markets have no role.” In the absence of an argumens that we
would be faced with gencraliscd abundance, all the problems of
‘econcmic calculation under socialism’ artse. These include not

ﬁnl';pmﬂrunf‘m but also of other functions of the
market about M}hwkmuﬁmlmmhm[m

of superabundance, however, the idea of opportunity cosl is
absolutely essential for choices 1o be made. Furthermore, in the
face of ignorance and changes in circumstances (including
economic development ), problems of coordination anse—as do

about how learning by trial and etror is 1o take place.
In the absence of markets, economic calculation and coordinas-
tkn[ﬂhrmhmnﬂhuduﬂimﬂmmm
economic direction—and a specialised burcaucracy of ‘planmers’.
Yet human and the wish o learn by trind and error
point to the advantages of decemfralived decision-
taking. In addition, it is unclear bhow the ‘libertarian’ or
‘humanistic’ elements in socialism (10 say nothing of Marx's
positive ideas sbout ‘labour as the free expression of human
nature, based on love and mutual affirmation™) are supposed to
be compatible with instructions about what 10 do being handed
down by & central planning board.

" The entstence of markets cannod be reconiled with Mara s view of the
fial churscter of & sociabist sooiety,
* The editor's comment on Mary's “Exoenpts from James Mill's Elemient
af Polincad Ecomomy’, in Muam, Early Wesings, . London,
1574, lmmuuummhq I'Hﬂl.ﬁl
Mary®, dedfiversd 1o the Carl Menger Society in 193,

53
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Prasger, Mew York, 1970 and D, Beetham, Moy W
; Evonomics of Feanible Soclalivm, Part 1.
" The Rowd o Serfdom, Ch. 8.

o good description.

" For reasons thai Michels sand Weber have discused. (H. Michels,
= Mowe's Sumlielivn and Afrer {Allen & Llawin, 2oad edn. ,

Political Parnes, Free Pres, Glenooe, 1958 M. Albrow
Mﬁﬂﬂm Politics, Allen & Unwin, 1%74.)
¥ Move



problems generated by the blindness of a

m to ‘eghlitarian, fratcrnal and caritative values'™
of the themes of Hayek's work are already in Weber s,

values and the key functional role, lor capitalism, of &
clhose 1w the Rechiraw weal, together wath an
the
mol unnecessary for students 1o read Hayek as well?

idean” And did be not also emphasise the problems of economic
wystem

calculation under socalism, and suggest that the atiempt 1o
realise socialism would simply produce & monolithic burcau-

cracy? And did not Weber share many of Hayek's other

emphasis on human action and on the importance in history of
concerns—such as a belief in an incscapable pluralism in the

mwmm.mw



sivays i Weles 0 anabyis of

ses than 1o most of Weber's
The result is that we do not
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in his ideas about Inlhu:l-::utul' ). The
churicter of these analysed
in detail, uum“uﬂﬂmmﬂﬂhm
{rﬂh:rthulnnﬂuhh] and 1o exposc the partcular kinds of
behaviour and chowce upon which they depend. Consequently,
while Weber s not a5 fatalistic about such
tendencies as were some of those Hayek was criticising, Weber's
Mimuwﬂmmmw
the kind of spproach 10 the understanding of soclery w
Hayek washed o expose = misleading. And where Weber
himaell discusscs altermatives, or checks, 1o these developmental
tendencies, his discussion often gives the impression that the
alternative is the operation of the (warcely rathonal)
will of some charismatic figure, rather than the kind of modest
and critical analysis of the likely consequences of our sctions and

of proposed institutional srrangements which Hayek recom-

mends.

Thus, despite the deep richness snd interesi of many of

Weber's ideas, ln:lhﬂﬁthﬂfmhhinﬁﬂmrd
the elements Hayek uscs and of analysis close, in their
spirit, o the approach -:Immnd in this emay, the overall
impression that a student will gain from Weber may reinforce the
picture of history as an interplay of and
voluntarism which emerges from Marm's work. ides that the
course of hisory i pemuinely the resull of human sctinn, and
therefore

!'hﬂli'l-'ﬂﬂliﬁl il-dplnmumrﬂ.:mhrﬂuﬁﬂl;
who face our world snd s problems with & background in Marx
and Weber.

NI, PLURALISM, CORPORATISM AND SOCIAL
DEMOCRACY

The idens of Marx and Weber play an important role in

the inteflectual framework of many students today. But it

twe argued that the work of more recent political analysts has had

m&-:'hl hﬁuuﬂl:.h“:hhl idess of theorists of
and normative concerns,” which have conin-

wmm-au' .image widely accepted by liberal democtacics

for example, 5. Lukes and G. Duncan, “The SNew [emo-
mm Vol. 11, No. 2, 1963,

- < |
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Hayek and the Wisdom of the Age

of Schumpeter's ideas aboul democracy.™ These idens com-
plement each other and together offer a ol the
d:ﬁuﬂm“ﬂm‘tﬂi removed from older
democracy, was nevertheless championed
ulnndul-nﬂlhuri dﬂmquhmmi.h
such o view, the clectorate plays a largely passive role while
rﬂmmhmmﬂhhwdm
The interests of individuals are represented via
m-mhrﬂpdvlﬂmmmdlmﬁm
Aund these, over and abowve their role in the political proccas
m;l;ﬂnnmuum-ﬂhmchﬂhnﬁhthemmuﬂ

Clearly, such views do highlight some features of the political
process in Britain and America 1oday (though they are, in other
wtﬂnhlnquH“ﬂ!ﬂIHhﬂm Lindblom

Laowi have argued™), They had considerable politicul appeal
to some people. Interest groups are of key importance. And in
Britain, much of the recent history of economic policy has
consisted of attempts by government to steer the economy on the
hasis of 1 consensus as 10 what was both necded and
(notably in various “prices and incomes’ policies) fcdeas
attracted—at a certain level*—a good deal of support. In
addition, they seemed & suitable vehicle for the pursuit of ideals
of socisl justice in a way judged compatible with the functioning
of a mimed economy. ﬁuwuwh:mm[w
lower i for J should get pay increascs above the
nOTI periods of wage and coptred. Throughout the
1950 and much of the 15960s and ] there was undoubtedly o
growing sense that were noi really working oul ss had
been hoped. But our were nol obviously of 8 charscier
illuminated by Havek's work.

5 1. Schumpeter, Capitafirm, Sociafim and Democrocy, Allen &
Unwin, 5th edn., 1976, Ch. I2.
" Dne high poist of wch snalyus wan Sumocl Beer's Modern Brinih
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Havek and the Wodom of the Age

urging that care be taken to implement policy decisions in wa
with the market's its proper, functional robe. |
uﬂnmﬁnpﬂq taken as o result of the
, after the fashion of ‘pluralism’, may be
ummmmm
Mnmhwﬂmﬂrﬂmﬂﬁnﬂlﬂﬂ#mm
ﬁﬂmﬂmnmﬂuhwhﬁ:
T3] after &

H
;

Wh}'wmm.ﬁh
his argument with reference w Havek, There is the constam
m. in such a ‘pluraistic’ process for politicians o

the general interest to claims for specific benefits for
particular groups. or io the promaotion of specific “pood crises”,
without explanation of where the resources required for such
purposes are (o be obtained. In each specific insance, the oost of
lhr'wrnl interest’ is amall. The result, as Brittan has argued, is

of excessive expectations’ in which demands are mude
which simply cannot be satisfied within the system. This, in turn,
has dire when it s precisely for the support of
puquhh hlrdhlnd:xpmurhmmu the Schumpetenan’

A resadubion of [these| prablems of liberal demesracy n unlikely on &
hasts eelying entirely on sell-imerest o privile interes (which noed
mot e nelbiish in the valgar seme) Can any other mopves e brought
in wikch wisiihd both moke memvben of stonemec proop refrwin from
evercising thesr hall market power amd tehse cleston o reducs the
excnlve and incommpatible demands they make on goverment
siEryiged ™

In this connection, he considers the possible role of 3 ‘comcosus

. . . on u legitimate social order which would appeal to people’s

sense of justice’.

* Samucl Brittan, The Politics of Excessive Expectations”, in lis The

Ecomomic ol i ith, London,
lmpmﬂmn-fm emple Smith



" This. however, riises the mberesting question of bow a good messure
ol comensus—or agieement 1o Eiffer—has boen reached in some

= Samuel Brittan, The Role and Limity of Governmens, Temple Soith,
1963, especially Ch. 3.

Ohcfiord, 1981), in his Fabisn Socety Aarkery wnd
e Semie (Fabinn Sockety, Londos, 1984), esd b varioos mecenl
umiprebaleshed



Hayek and the Wisdoen of the Age

some of the pemicious consequences of C“pluralissm’  and
" to which | have referred. A limited government

in turn, be better able 10 allow for debate about policy

to allow for the restoration of argument about
principles in the place of “pork-barrel’ politics and “log-rolling’
Through this means, s measure of genuincly democratic partici-
pation in government might be achieved, Sumilarly, it b oaly if
we follow Hayek's suggestions about hmiting the wellare com-

mitments of and ensuring they are enacted in ways
st with the operation of the market (cp. Road o
Serfdom, Ch. 9) that we can avoid & situstion in which those

isolation. Only in the process of engaging in critical dialogue with
thvose whio are nol classical liberals—ihose . after all, whio must in
lﬁlhnmplrhmd—c-thhhﬂlldumﬂ: bt v whiich



THE INSTABILITY OF THE
‘MIDDLE WAY’

John Burton



l-l-lllm borm in 1945, educated at Worthing HE
mrid

School for the U al Swansea,
Londan % he was o Lecturer

in Industrial Economics in the Department of Industrial Econo-
mics &nd Business Studies, Uﬂmr{lnﬁ lln'nnf;:.mhm
viously lectured al Southampton University ( ) and
Polytechnic (1971-79). In the summer of 1981 he was
rescarch fellow at the Foundation, Washington

|
}
;E



THE INSTABILITY OF THE
‘MIDDLE WAY’

John Burton

I. THE IDEA OF THE ‘MIDDLE WAY®

Since the Second Workl War the wdea of a ‘middle way' between
a fully collectivised economic system and the minimal-staie/free-
market cconomy model of classical liberal thought has been the
reIgning 3 and ecomomic ldeology in the West
mw&w.mﬂmwpﬁhﬂwﬁuh
Western countrics have sdvocated one or other vermon of the
‘middle way".'

Maost—but not mmmmwm
advocated the same general ideology. Since the 1930s, such
mainstream Western economists have been seeking 1o provide an
analytical justification in welfore economics and in macro-
economics for the idea of the mized cconomy. They have sought
to argue for what the Nobel Laureate Professor James Meade, &
mwwmwﬂmm,mm-
century, has described as ‘very exiensive measufes of Siate
m.m.mmwwummm

suppression of the private sector. The sume dominant
mhmwwwﬁhmﬂmﬂ-
in the West.

Mlscwnillan, London, 1938
i ] E. Meade, Mlanning ana the Price Mechanism, Allen and Unwin,
Lomsdon, 1947, pdl.

567



regulates the rest of the {as in the UK), cannot be
described as a markel economy. term ‘mixed economy” has
been coined 1o refer to this result of the prosecution of the
‘middle way'

This is rather like defining London as lying somewhere between
Ikuwudamﬁuhm.%m,uhmmmmhl.

Hayek on the allure of the ‘middie wuy'

In his Road to Serfdom, Hayek threw light on this curious
anomaly of recent and contemporury Western life—the allure of
hﬂuﬂﬂu‘ﬂdﬂnwlr‘.lnwhhlymmmﬂtﬂt

E

'hluﬁlﬂﬂlﬂﬂn!d.j.nrﬂhdﬂmn.ﬂmﬂhn.
London, 1961, pp. 18-20.



The idea of centralisation of the dwection of econoemic
activity siill most people, mot only becamss of the uapendous
difficulty of the sk bul even more becamuse of ihe borror

Hayek did not examine this guestion in any detail i his Road

w0 Serfdom, which is primarily concerned with the dangers al
erroneods collectivistic economic and social idess. But he did
wain that:



Hayek's “Sevfdom’ Revivited

et tosols of are ingvanplels are aliermnative prinaples
mmwmm.u.mmum:n precmns thiat
neither will really work sod thel the result will be womne than if either
wystem had hoen consistently rolied upon. Or, to expres it differently,

wnd compeiition can be combined oely by planning for

on, but nof by planning againg competition.

periond of Western prosperity which followed the
h%'nrldwlrtlhm-cﬂnd'hqhmjmdhﬂﬂmﬂ
late 196k seemed o many economisti to disprove this
judgment. The emergence since then of and weak-

e such optimistic views n a cold bath of worrying

7

4

As Hayek has shown in his Law, Legislation and Liberry," this
intrusive intervention by government in Western countries today
results from the widespread acceptance of the idea that democrs-



rules,
The serwus defects of the philosophy underiying this pre-
iﬂwandnmnEHmdﬂnin us here since
they been analysed by Hayek at length elsewhere. ™ Our
concern i with the positive analysis of interventionism as a
system

The crestion of injerest groups by government intervention

Virtually all acts of government intervention create a group of
(net) bencficiaries and anolther group of (net) losers.” For
example, povernment regulition of air fhights {as m Wesiern
Europs today) iypically aids stute-owned siflines snd their staffs,



Hayek's ‘Serfdom’ Reviviaed

taxpajyers. In abhort, there i no such thing m u free lunch
WHMMMHMMM

Mmm definition, the two created
M——&m :E h’!'l!I::i“H

!
|
HE
E

Modern democratic povernments long ago dscovered that, 1o
stay In power by currying the support of a majority of the
elociorate, it is necessary 1o construct o plethora of iMerventions
mmﬂnﬁ:hnﬂqﬂbmumﬂhuﬂﬁuh while
hicling the costs (o the kosers—by dispersing them as widely as
mh;mmmmm A classhc example & the

voting ' u;mmnfm.udnul.uﬁm
the costs are spread widely and “hidden® as much as possible.
This sitmation has created stroctures of incentives in the

processes
behnviour and performance of the mined coonmics.

"Udﬂllllﬂirﬂﬂ,hﬂfhnﬂw“nhmdgmm
related to the comuributions they (and other member of the scheme)
" "Pensions Aler JUNF, The Ecomomind, 19 Moy 1984, pp. 21-24,

i



The lnsability of the “Muddic Way'
Il. THE NEW HOBBESIAN PROCESS

In his classic trestise, Leviatham (first in 1651), the

political philosopher Thomas envisaged that
WM opersting in & ‘wate of nature’'—a social
situation in which individuals are not constramned by » framework
of law and custom—would weal and from each other,
producing & ‘warre of all against all’. these considerations

Hobbes dernved an argument for an absolute power, the state,
to implement laws against the coercive redmtnbution of poods
mm.mmlihmwuhmmm
i

Under interventionism, a powerful Hobbesian process of
endemic struggle b apparently at work: but it is of a pew type,
differing in two major respects from the 'warre’ of Hobbes's
original treatise. First, the new Hobbesian process involves
redistributionary  struggies between groups. not individuals.
Sometimes the groups are highly and formally organsed, as with
trade unions, larmers, protectionist lobbies for trade bharmiers,
trade asociations, and professional asocstions of lawyens and
doctors, In other instances, the “group’ may have little or no
formal association 1o represent i, yel, because of its sumbers (s
with penswners or home-owners), it may constitute s powerful
fiscal interest group” whose support governments ure keen o

The second major difference with the new Hobbesian process
i that it doses not take plice as a direct confrontation between the
groups involved—as when bandit armies seek 1o dominate cach

areni through the exercle ol overl and covert pressure on
government, politicians, political parties, and bureascrats. Oniy
i some instances is the ruthlessness of the struggle brought 10
penernl public attention, as when British miners or French
[armers sitempt 0 use quasimilitury tactics 1o surmound and
upud!hnpmulmu{mmmnnmﬂmm!;
the process goes on hehind the scenes, although it also
the media which have become an important arena for the
conduct of poblic relations campaigns by organised intercst
wﬁ%mﬁ*h&mmﬂ'hwm
teveal the clearest example of a more genernl phenomenon
in all Western countries today. One report computed
1 some 4,50 interest groups are represented in the American
capital, each of them drawing on the services of ope or more

1

3



Hayek's ‘Seefdom’ Revisiied

professional lobbyists who, in turn, deaw on the services of over
13,000 lawyers.™
Hayek has referred 1o this nn:u‘m:mplyunnmﬂ.mnp

hmwwmmnl ‘pmmrmrmmlh.-
wxle such organisations being “to divert s much ws
m:ﬁu stream of governmental favours to  their

choice thearists and will pot be recupitulsted here. ™ The
philosopher Norman Barry has, however, recently argued that
the new Hobbesian process will reach a stable equilibrium before
intervention at the behest of imterest groups
total."” He that thene nast be some “stuble rate of
subsidised

modern democracy s not composed of one
monolithic public sector, operating as if it were & unitary
decision-maker. Very large numbers of organised groups operate
in the public sector sccording to their own interests (miners, First
Division civil servants, and teschem, for example), and wot
acenrding 1o some supposed gencral interests of the publc secton

= §. Campiell, “The MNaotSo-Hidden Persuaders, Eveming Shmafand, 13
-'mw Liberry, Veol. 11, p. 13

" Hiyek, Law, and ! ., .

'Fnrn-::,.l'. M. Hochanan, The Limin of Liberty; ﬂﬂ;;:

Levigthan, University of Chicago Pres, y 1913

wd Buchanan, R. D. Tollison snd G, Tullock (e ), Toward d

Thewry off the Reniaweking Sociery, Tewss A & M University Preis,
Stoatdon, 980,

" M. Barry, ‘Is Theoe & Rosd 1o Serfdom T, Govwnmsn ol Dppos)-

fon, Vol. 19, No. 1. pp. 52-67.

|
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The Inaabiliy of the 'Middle Way®
as a whale. The incentive for each i 1o treat the income of the

consultants. A.ﬁn eéach of these groups has the incentive to act
sole interest of its clienis and 1o ignore that the new
Hobbesian process is a whole s working 1o the general detriment

WOCIETY

Thirdly, it would be impossible for all these groups to come o
a goneral and enforceable agreement among themsclves 1o stop
playing the ncw Hobbesian ‘game’. Barry’s hypothesss of a stable

5
R

public relations firms, trade wnioms of all siees, employery'
pssocations, {armers, buresucracies, guengos, end so on, B
sufficient to rule it out of court. Tmhlkl.lh' it s an example of
‘the prisoncr’s dilemma’: the various players could all become

Bmuﬂtﬂnhﬂtﬂlnbhnhnmtummm
The ‘open’ naiure of the bargaining process [in the new Hobbesian
sruggle] b sufficlent in el 1o bring home to group members the

dongers 10 everytasdy in the public sector of excesa. It would be
extremely difficalt for a particular group o secuie 8 secrel guin thai
wouild not be detected by othern.™ . -

MhihUIihhpml-mpﬂudﬂlimuHuM
we do not have a vory clear answer 1o that pertinent question.
Secondly, and to repeat for cmphasis, there s no way alf the
groups could come to a binding amd enforceable agreement
among themselves 1o outlaw thelr Hobbesian struggie.

* Harry, “Is There & Rosd 1o Serfdom?.

5



retalns those powers, the incentive will remain for
people 1o form groups and lobby for the gains which government
intervention can bestow . In the absence of constitutional reform,
-:-npmﬂﬂfmnmttuhﬂthllkmm
process will continue—and may even intensify ax more and more
groups arc indoced 1o emulate the existing clements of the para-

Fovernment.
This concluson throws FHght on a number of contemporary

developments. It to explain the clear erosion recent
mumm:hmmmwmw

central and local employment, and their widespread
replacement by (aften militant) trade unbon bargaining. 1t also
Hﬂm#'mm the Thatcher Government and the
Hﬂplm ostensibly committed 1o reduce

, have foand it :Htﬁmll 1]

thoir feet even while strongly professing o want o mll back
intETveEnihon.

lll. THE PROCESS OF INTERVENTION ENTROPY

Just ms the potential gainers from an act of government interven-
Bon have an incentrve o lobby government for it, so the losers

T
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Laws: A Mew Pempective’, Joursal of Labor Revvarch, Val. |, No. 2,

Fall 1980, pp. 235-264

IR B Mackenmie, ‘The Labor Market Effects of Minimom Wage



The Instability of the ‘Middle Way*

Intervention ratropy: some eosmples

The second law of thermodynamics sisies that the
universe is subject 1o a process of entropy—that all maner is
subject to increasing disorder over time. Because of the resctiom

ProcEEs. is mot yei fully and gencrally
mhnmmh’lm the more obvious
mﬂﬂhmﬂﬁm a0 far been ducerned and
The ' hus been best analysed for imtervention in the

form of ‘sctive’ monetary policy 1o achieve 4 low target rate of
unemployment. [n the earlier half of the post-war period it was
belicved by some pseudo-Keyneslan economists that very low
Mﬂmﬁnrmlmﬂhuﬂnuﬂhw FIBCMIE-

. After the discovery of the Phillips curve, it came o be
b-w-mﬂmurljlﬂhﬂ-tlpﬂhwh; ni raic
mﬂhmﬂd—htm];mlmmhﬂlﬂm. nder the
powerful influence of the writings of Hayek,® and, even more s,
ol those of Friedman.™ it later came 1o be i that any
such trade-off between inflation and u was only a
trunsient phenomenon which depended people’s mitial
lnﬂuummﬂnpm:m:mﬂummdwdghhnm
growih rates, 1f the new, higher growth ruie of the money stock
were adhered o, the stimulating efect on employment would

peter out and be reversed, as people began fully to anticipate the

This s the of miervention entropy in sction. It occur
mmmhnmunhulﬁn;mr Once they recoghite
their losses and inflation, the losers react by attemp-
ting to reduce their money and 10 move their assets into

. m:‘qlhdmmrhmhﬁnmﬁ:
m mﬁmmmﬂmm

recorded that, while mcomes polickes may reduce the e of
inflation by one or two perceniage poinis for a year of two, their
negative effect on inflation disappears thereafier Indeed, some
Hudinpfmthulﬂﬂﬂﬂllht.inlht‘pﬂl:r-ﬂrpﬂhd

# F. A. Hayek, The Comtingion of Liberry, Routledge sod Kegan Paul
London, 1960, Ch. 21 .’
"H-'Frhhn,."!"h



Hayek's ‘Serfdom’ Revisied
which [ollows 1he breakdown of incomes pobcy, mflanion 1yp-
cally sccelerates beyond what it would otherwise have been.

Underlying this incomes policy cyche i a further aspect of
imiervention entropy. Those who lose from the of the

there have been something like 17 attempts st imposing
:I'mdl:;n in the UK in the post-war period),

lllmﬂi'l:nh their reimposition and so try 1o ‘get in the
huﬂh‘ that intervention Rt

hmtufnh:hhmrw:lj mmmln*hum
existence of which is not in doubt—is a particular case in point.®

Twe stalemenis of the proces of intervention entropy

There are two ways of describing the nature of intervention
entropy succinetly, both of which are revealing about the outlook
for the future. First, the impact of any of government
intervention on those harmed by i will i decrease over
ume, if & constant volume of resources is devoted by government
to the prosecution and policing of the policy. Those resources
m::mmt less cost-effective over time us evaston and

build wp. Two caveats are necessary here. One, there
is no suggestion that the process of interveation entropy afways
hhupl:mﬂ:wrrhﬂrm as it does with incomes pobicy; it

nyﬂmhm tending imperceptibly over decades
Two unhmnuuﬁunﬂmmm:nimm
can, mird:rn:lp: the costs imposed upon them by an
intervention. The services of tax accoumtants and lawyers, for
crample. are not free commodities.

=M. Parkin and M. T. Sumner (eds, ), Dacomes Policy and Tnflarion,
Manchester Press, Manchesier, 1972 and ], Carr or al,
ﬁm#w‘r-ﬂﬁmfm Fraser Institute, Yancouver,
|

B A, Seldon et o, Tax Aveizion, TEA Resdings Mo, 22, Institute of
Eoonomis Affain, London, 1979,

8O



mhtu.ydqmmhhmnlmwmﬂhﬂmnﬂr
sucoessful attempt of losers from intervention 1o cscape their
bardens requires an incressing volume of resources 1o be devoted
to government activity—and, indeed, perhaps an increasingly
diverse armay of interventions as cxira instruments have to be
brought imto play to shore up the declining efficacy of carlier
Eﬂcj measures.™ Thus it is that inflationary monctary policies,
‘:ﬁ* often lead to the deployment or extension of wage-
exchange controls. The experience of France

ﬂm 1981 hnpudﬂluunﬁnn_
Herein lies another real and evident danger aboul the ‘middle
way'. In the face of the crosive influende of intervention entropy .
committed to interventionist policies are led o
the wrray of control and the resources devoled them—
which can utimately come only from the taxpayer. They may thus
be diverted from a supposedly stable ‘middle way' down the road
of increasing government inlervention, spending and taxation,

IV. THE FUTURE OF THE ‘MIDDLE WAY'

I i impossible to predict preciscly how these two major
m ‘new Hobbesian " and inlerven-
processes—ihe i ER i
mmﬂwwm Cinly & brosd spectrum of
pnﬂlhhmhm:lnth:hﬂﬂmm

. Fﬂhﬁrhﬂndﬂlﬂu 1. Burton,

“Capitalmm, Democincy
und the Problem of Organised Soctional Intgrests”, in J. T, Addison
and I, Buston, Temde Lnions amd Sociery, Praser Tnstitube, Vancoover,
1984, pp. 129153,



IMWE" 'rgd:?:dhul::’numnm
structure CCOmOMY, extent severity of
governmenl interventions and their impact on the

formed nto o by one or more dominant Henry
c.mmmemm lh:uu:ynug':eﬂnﬂ



An ‘ltallan outeene” Tor inlerventionksm?

‘There is, however. another possible scenario for the future of the
mixed economy, which is that, while the new Hobbesian process
mmmmmmﬂmm
meal interve process of imtervention entropy will
develop even more sirongly, st least in considerable parts of the
economy. In this imance, although the government would seem
to be very interventionist and “in control’ of the economy, the
reality would be that a large volume of economic ity hid
unpﬂwmhﬂ-—nﬂnh by moving into the “black’
and ‘grey’ areas of the economy. b5

This second scenario should not be dismissed as ontirely
implausible. On the contrary, -mqmﬂﬂ very like it scems

ment holding corporations which have lost gargantuan sums of
" money as a result of yielding 1w the ol
Mmmﬂmmmmmmm“m
selves.® The ltalian state welfare yystem is gencrally regarded as
being out of control, and the schools and social services in
Against this background it may seem paradoxical that “lialy
now leads Europe n ¢ and whisky imports; that it is
top of the lcague in second ownership and in holidays: and
that it puts more money into savings than any other country in
m-mwm—m the chaos being
by povernment intervention and the indicatons of
continuing economic largely attributable o the
process of intervention entropy in ltaly, Vanous cstimates by

= “Land of Miracles and H-I.nh rﬁ-liﬁ-pnim

* E. Pontarslile, ‘Taly. Effects of s-humn Obsjectives for
Guoaly’, in B. Himdfley {ed.), Simie vessment Companin
Ewrope, Macmillan, London, 1983, pp. 23-38

al | imduserial Policy, Adam Saith Tostitute, London,

"iii
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Mayek's “Serfdom’ Kevisited
lialian, Swiss and American cconomists of Italy's eronomis

m{h‘wm}wmﬂ-ﬂ#m
mhrm!ﬂptrnmnihﬂmicu'ﬁﬂr{m
5 per

does not sound so bad—aor at least seems 10
the ‘rowd-to-serfdom’ scenario that would e if the new
Hobbesian process were 10 prove stronger intervention

There are, however, some awkward inns about the

system of ‘loophole capitatism®, as Mises ( ) describedd
it. Genuinely profitable economic is, not
based on the coercive power of mtervention—would
resde largely in the black ‘outsade” the interventionist
ordet. And, to remain largely undetected and unva it
;euuhwnm-uﬂym—mhhw " Large-

capitalist enterprive. not based on povernment favour,
might well not survive in such &n environment, or it choose
1o migrate to ‘capitalist ouses” such s now exist on the rim
ol Asia



judged a mirage. Tt could happen only by a sheer (and con-
tinuously recurring!) fluke. Far more plausible is that such »
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THE CONSTITUTION OF
LIBERTY FROM AN
EVOLUTIONARY PERSPECTIVE

Karen |. Vaughn

Forty years ago, in the pages of The Road o Sérfdom,’ Friedrich
Hayek described with alorming vividness the symploms of &
decaving liberal order. The message of this troubling book was
pot oaly that there was really very litle difference between the
national socialem of Nad Germany and the communism of
Soviet Russia, but, even more disturbing, that the same Kinds of
aftitudes and philosophical belichs which gave nise to the two most
despicable régimes in modern history were also dominant among
the intelligentsia and polincal pundits in the liberal Wes

L. HAYEK'S TWOFOLD MESSAGE ON ECONOMIC
PLANNING

The immediate targets of Hayek's book were the social planners
who wanted 1o ‘rationalise’ cconomic activity. His message 1o
Mnﬂmwumm.w.ﬁm.mumhdi;uﬁm
group could, in principle, an economic system

infinie detnil mnce there were amply o0 many unspecifusble
variables 10 take inbo socount in the plan. Hence, attempis o
satisty consumer demands through the agences of government
were destined 1o be dismal failures of judged by the stated goals
of the planners.

His second and more important contention in this confext was
ahout the long-run consequences of aitcmpt (o ewﬂ
comprehensive economic planning. Hayek argued

economic and civil liberties are two sides of the same coin.

whao are blind o this congruence have filed 1o understand thai,

' Uinivenity of Chicego Presa, 1944; Phoenin Bocks edition inchufing
the Foreword sritten |n 1994 referved 1o hersinalier m Road.
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The importance of the “Constitution of Liberty*

After the publicstion of The Road to Serfdom, Hayek believed it
tive to articulate the principles of economic freedom
and the rule of law in order 1o halt our progress on the road to
serfclom, the wltimate destination of all comprehensive state

' Road, especially Chapter VI, ‘Economie Control and Totalitarian-
ism’, pp. 8E-100,

'Wuﬂﬁ:!;mmduhminﬂmmhm
thase in & country uader than the observance in
duulnm’ ﬂhmwmmmﬂmﬂm: { Rowd,
LB
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The Comrination of Libwrty

Constitution of Liberty' emphasised the importance he placed on
Mﬂh[ﬁ:r&hlmﬂmﬂﬁnﬂlﬂﬂwlﬂh a liberal onder 1o

dmmhﬁumﬁndnhﬂmy Hayek built
‘s notion of a social arder as one that results from

M?ﬂfﬂmndmn{dﬂhnwdmp An economy is o
spontancous order which emerges from the purposelul actions of
individuals but is, as a whole, inteaded by no one, It cannot be
said to have » purpose of its own, but only serves the purposes of
the individuals whose actions creale the order. Such an order is

Mmhpﬁnﬂmdmnttwhmm;m
rules of a liberal society was that governments interfere in the
of the spontancous order ot their (and their



in ity structure.” His was an attempt to provide
an explanation for change takes account of the
himitaticns of humuan . When it comes to an explana-
twom for the emergence of and in the rules of social order,

#cton byt not from human design 10 explain the emergence of
the rules of social behaviour as the product of an evolutionary
m&mﬁ.m;“uﬂ.mﬂﬁm

tal aspects of human culture—language, values and
laws—were adaptations 1o primitive man's struggle for existence.
In some prehistoric fime, man was engaged in an evolationary
competition both with other species and with competing human
cultures. Those mstitutions and cultural norms which gave some
groups more succesaful behavioural strategies won out relative 1o

" Hnyek's svohationary social theory is principally in the
three volumes of Law, Legislation and Val. || Rules and
M.Umﬁuwmlm;m.l : The Mirage of Social
Justice, 1976; Val. 10: Political Crvder of @ Free Prople, 1979,
Hereinafier referred 1o as L LA&L )

Pl L, Vol 1, pp. 17=18, and Vol I, pp. 153-16S,

"2



important p would be mixed with irrelevant or perhaps
mhrmzl-?:‘ﬁl.nlm;ulhuﬁrmdrﬁlm
better adapted than any other exmsting set. the culture would
thrive. Since no one knew for certain the purposes of & particular

i
!
i
i
|
:

reject Jess-preferred rules in favour of

danger of eliminating a cructal rube would

henefits of introducing o potentially bemer

» the most viable strategy for a group 1o follow

very few changes in the rules. It was therefore
e i

i
I

g
:
R 4

|
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comsciousness but the differential survival of cultures
among various social rules
limitations of man‘s knowledge is o powerful argument
mgainst at to introduce drastic change into the accepted
rules of sovial order, While change undeniably doss, and often
must, take (otherwise there would have been no human
culoural ¥« Hayek infers from his analysis that only when
it proceeds slowly and at the margins of a culture will the dangers
be mimimiscd of making [atal errors which could serioualy
undermine the viability of a society. Tradition is valuable, human
rationality has limits, and the benefit of the doubt should be
2 i ‘rude. and

;EE



Mayek's ‘Serfdom’ Reviied

The implausibility of the Hayekian account in compley societhes
Ha account of the origin of rules seems plausible for the

dawn of human culture. It is, however, far less plausible an
explanation of the survival of rules in modern, BOCICTHES.

requires itn memben o peactise will not
fourish, as the Shaker community in the United dhs-
covered earfier this century. Yet casual reveals a wide

groups. The variety of cultural and the artefacts which

them have with sdvancing
tech bong afver the cutting edge of survival coased 1o be a
ruthless ior among socictics. Bat if, a1 least in the

I shall wrgue that, at least in the case of ideas about appropriate
political rules, there is no valid evalutionary explanation in the
sense of describing uni-directional change and a selection
mechanism which operstes in favour of some mules above

* Buchansn sdvences this argument in Cuburgl Evolution, pp. 58



ruimihuiﬂumnynrmnutmwﬂmmnpﬂir
tion with others.

Hayek o some extent shares this view. If we examine his work
over the last 40 vears, it is obviows thm be believes the case for 3
froe socicly must be articulated and advocated. He certminly docs

e evolves it cannad go back: changes at the macro-level
result from sccumulated changes at the micro-level: and changes are
womseharw {Rewearch in Liw amd Ecomormucs: Evolunio-
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Tollison and Ekelund have recently

such as limited government and :E'd. mthlllm
-mduwhﬂurmbuﬂﬁidlh population, how then do we
account for a detersoration or aof idealogy
withim that society?” While of improvement and
deterioration are difficult 1o down in theorics of
social change, il s a puzzle why, In a democracy
individuals some political choiee, o organisstion which

o
I Tth century 1o monopolise the disbamement of rents to

Interestingly, hﬂﬂmmmﬂhrﬁﬂhuhtm
arvd 1Eih centunes. Fio argees that il was “comscously evolved” duning

the kiberal age. Presumably, this means that it through the
comscious infellectual effoits of vstoeaive thinkers fowandy
in abstract problem. [Road, p. 81},

* Haypek'y reference o the sden of o “jasl’ disribution of wesith s an
have agam surged 1o the wop. Their demand for & st distribution in
which organised power is 1o be used o allocate to each what he
deserves i thus strictly an ateviom:, hased on primordial cmotions '
il':..l-l.l.-.‘h"ﬂ I, p. 465}

* LLAL Vel 11, pp. 1317



Hayel's “Serfdom’ Revoied

detriment of society ﬂlihﬂt?}lﬂhmjmuuﬂimﬂm
others 1o go along with their activities when the result is not only
a dechne in the rule of law but also in the material snd spiritual
bencfits which have accompanied ir?

very little by their
Hence, interest have s much stronger incentive 1o
organise 1o seek gain ial treatment than (ndivi-
dubls have 10 organise o them:" While that explanation i
imporiant, there i surely more 10 the Specifically, no
interest ever lobbies for its own direct benefit; it
always that its activities are in the public interest in some

mymm?m,m- . has Lee laccocn™

if they possessed more knowledge than it would ever be worth
their while 0 possess. Morcover, for some issues, it may cven
require citizens 10 act as il they had more knowledge than it is
even in principle for them to possess.

KNOWLEDGE AND POLITICAL REALITY

m.
One of the defining characieristics of a democracy is that it
ctizens choose their leaders and have influence over government



the same attempting 10 make wfellipen decisions i
the market process. In order to use the market 1o achieve his
, it is not necessary for him to know why it works; he
only to know how to use it. In this sense, participating in
market institutions is moch like leaming to drive & car or use a
wordprocessor. There is a complicated theory, known 10 some-
one, which explains how the device functions, but an individual
aser does not have to understand the theory to benefit from its
services. Furthermore, becsuse be hus the ready measure of
whuavﬁhﬂ:mhlmhmﬂm.uin&muﬂmrﬂjm
the value to him of a particolar market transaction. And when
marke! institutions emerge 0 help organise trans-

actions, an individual can decide without difficulty whether the
institution is to his benefit. He can learn 1o use the institution

i



Hayek's "Serfdom’ Nevinred
economl, should have wanted 10 generaline the misde] 1o other
forms of cultural change, including the emergence and selection

Individuals and rule~changing decisions
This can be contrasted with the problem facing a citizen in a
who & required 1o take a on A
mnd m political rules. In the first ,llhii:ﬁl
think of him sttempting 10 use the system for bis
awn purposes, the lattor are [ because they inchude
some desire to live in a good” that may mean
e an individual. Thus his invalve some wea about how

|
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The Conssitision af Lilsry

— porscih wﬂmﬁm only -
proxies for o, is noit

Sigmens st e sppropric g i b o g

T

lild[hﬂ#ﬂdhﬂ;l-l a social value in that, insofar as a

is characterised by a shared ideology, it enables people o

areas of social reality, That people generally take

for granted st any one lme b probably of the

social function. As long & it is “good enough’ o allow the
individusls to function in the social realm, 1t serves its purpose.
. when for some resson an individual finds his weology
no bonger to be ‘good cnough'—when, for instance, he n faced
with some crisis or with the necessity of making a decision among
alternatives that call on contradictory of missing elements in his
beliefs—then he is forced to make & comcious alteration in his
belicts—in his causal model of the world and/or in his values.”
The problem is that, for the most part, he has very lew markens
to help him choose which alleration 10 make. More 10 the pont,
in many instances there i oo one correct choice v (1]
him—mno ‘Tight’ counse of action open 1o him i only he would
time 1o search for il

his deliberations sbout political policies
{mﬁ ideally, in his formation of » judgment), an
i is in much the sume position as & social scientist rying
mhwhphuhﬂnddm.lnnﬁww
judgments, a citizen of a democracy —insofar m he i
the political process—must act as 4 social wicotist, But thar abwo
means he faces the same fimitations as does @ social scientsst. The

|



i the production of theories of soctal reality
theoretical agreement, how much more difficult will
ocdinary citizen to arrive ot a ressoned choice of rules? It i
wonder, therefore, that the average cititen solves this .
nat by joining some scientific community, but by subscribing 1o
and making use of an ieology.

j

Unpredictability of change where no objective social *truth’ exists
We can assume that. when faced with the necesity of making s
decision that does not fit conveniently into his existing ;
an individual will sttempt to alter his | to make it more
consistent with reality. And, given the difficulties involved in this
triasis., il

s pasiigh : m ¥

¥ Hayek has sdvanced this argument for example. Smudies,
ﬁ::il-uﬁh4 Ludwig vom Mises, Acnor, Yale Unbeprsty
1963 The champsons of theanes clamm

Lo



Summary of the thesis

To return to the originel problem, bow can we explain the
of & pabtical svetem which has obvioosly benefimed

ita citizens? The answer scems 1o be that the causes of the

benefits are not obvious to mosi people, including those the

necessarily binds the entire society to the dominant opinion., and
misinkes cannol be contained

Neither is it possible 10 choose better political institutions
' by observing the sucoesses and failures of others. In

#
:
{
:
1
E

diffecent verbal garb when people are searching for a solution to
i FEW CrHA,

on the unintended consequences of human action (D gencrale &
‘spontaneous order’ of rules—at least, not of rules thur will

13



nlhﬂlprmnnlnttnlmmhﬂm Human beings are

ﬂmummm;Mmmmmm-p:ﬁ:
many lesser social orders. Hence the values which make the great
society possible must be tsught and reinforced if they are 1o be

g IMpOrTance
cal sctivism 10 convinee people of the value of a free society

Tmiluuﬂih“h!ﬁh

optimistic implication mutﬂﬁlnﬂmﬁ
idons s ol l.lﬂl-dh‘ﬂ:ti‘l:l.l is no presumption that

E’

" This u Hayek's term ior the sdwanced, industrial seoety
-&:mﬂumwmwm (L.L&L, Vol 1,
po )

recogniss as the consciows decisions of an -:h-
mntelligent Being

product of an incomplete and therefore erroncous
(Rond. p. 208.)

o



of how government functions.™ What still needs 1o
be 1 is to complete the srgument Hayek began in the
Road i argument thut liberty is all of a piece and
that economic and political freedom cannot be separaied for very
long. There is mounting evidence that, in the communist East,
the failure of economic planning is proving o be & very good
argument in favour of economic and political freedom. In the
West, the case for economic freedom has yet 10 be made {indeed.
lmmlh: o be o serious L inmumdwitlm

¥ popular pe the & ' the
mﬂﬂmm:m}. ul o the extent people value
certuin avil liberties there is still a basic shared ideology upon
which 10 build that cuse. We still do not know enough about the
transmission of ideas and the role of imcliectuals and specialists

g
g
g
3
£
:
:

current comsensus there may be.

We must also that the case for liberty will never be
completely won. It s in the nature of these ideas, as has been
shown, that they can never be tested conclusively snd thus are
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HAYEK'S

‘SERIDOW’

REVISITED

ESSAYS BY ECONOMISTS, PHILOSOPHERS
AND POLITICAL SCIENTISTS ON
‘THE ROAD TO SERFDOM' AFTER 40 YEARS

Norman Barry * john Burion * Hannes H. Gissurarson
john Gray * Jeremy Shearmur « Karen 1. Vaughn

F.A. von Hayek's book. “The Road to Serfdom’, is one of
the most important and influential studies of modern
government ever written. [n it Hayek warned of the dangers
of complacency and of allowing government o manage
more and more areas of daily life simply by default.

Forty years have passed since Hayek's book was published.

These scholars pay tribute to him by re-examining his
conclustons in light of events since then.
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