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KEYNESIAN MEDDLING IN THE TWENTIETH CENTURY

In the early twentieth century, John Maynard Keynes came up with

a new idea about economics. Keynes argued that a government

could take the edge off a business recession by making more credit

available when money got tight—and by spending more money itself

to make up for the lack of spending on the part of consumers

and businessmen. He suggested, whimsically, hiding bottles of cash

all around town, where boys might find them, spend the money,

and revive the economy. The politicians loved it; Keynes had explained

how they could meddle in private affairs on a grand scale.

The new idea caught on. Soon economists were advising all major

governments about how to implement the new ism. It did not

seem to bother anyone that the new system was a scam. Where

would this new money come from? Whose money was it? And if the

owner of the money thought it best to save it, rather than spend it,

what made economists think they knew better? All the Keynesians

had done was to substitute their own guesses for the private, personal,

economic decisions of millions of ordinary citizens—and

their own phony money and credit for the real thing. They had resorted

to what Franz Oppenheimer called political means, instead

of allowing normal economic means to take their own course.

There are only two ways to get what you want in life, dear

reader. There are honest means, and dishonest ones. There are

economic means, and there are political means. There is persuasion

. . . and there is force. There are civilized ways . . . and barbaric

ones. Economists are just harmless cranks as long as they

are just peeping through the window. But when they undertake

to get people to do what they want—either by offering them

money that is not their own, by defrauding them with artificially

low interest rates, or by printing up money that is not backed by

something of real value (such as gold) they have moved to political

means to accomplish their goals. They have crossed over to

the dark side.

Keynesian “improvements” were first applied in the 1920s when

Fed Governor Ben Strong decided to give the U.S. economy a little

coup de whiskey by lowering interest rates, making money cheap,

and pouring a little fuel onto the already hot stock market. They

were tried again in the 1930s when the economy was recovering

from the hangover. The results were predictably disastrous. And

along came other economists with apologies, explanations, and bad

ideas of their own. Rare was the man, such as Robert Lucas or Murray

Rothbard, who pointed out that you could not really improve

economic results with political means.

If a national assembly could make people rich simply by passing

laws, we would all be billionaires already. Political assemblies

have passed a multitude of laws and seem capable of enacting any

piece of legislation brought before them. If laws could make people

wealthy, some assembly somewhere would have found the magic

edicts—simply by chance. But instead of making them richer, each

law makes people a little poorer. Every time political means are

used, they interfere with the private, civilized economic arrangements
that actually get people what they want. One man makes shoes. 
Another grows potatoes. The potato grower goes to the cobbler

to buy a pair of shoes. He must exchange two sacks of potatoes

for one pair of penny loafers. But then the meddlers show up

and tell the cobbler he must charge three sacks so that he can pay

one in taxes to the meddlers themselves. And then he needs to put

an alarm system in his shop, buy a hardhat, pay his helper minimum

wage, and fill out forms for all manner of laudable purposes.

When the potato farmer finally shows up at the cobbler’s, he is informed

that the shoes will cost seven sacks of potatoes! That is just

what the cobbler has to charge in order to end up with the same

two sacks he needed to charge in the beginning. “No thanks,” says

the potato man, “At that price, I can’t afford a pair of shoes.”

What the potato grower needs, say the economists, is more

money! The money supply has failed to keep pace, they add. That

was why they urged the government to set up the Federal Reserve

in the first place; they wanted a stooge currency that would go

along with their goofy plans. Gold is fine, they said, but it’s antisocial.

It resists progress and drags its feet on financing new social

programs. Why, it is positively recalcitrant! Clearly, when we face a

war or a Great National Purpose we need money that is more patriotic.

Gold malingers. Gold hesitates. Gold is reticent. Gold keeps to

itself, offering neither advice nor encouragement. What we need is

a more public-spirited money—a source of public funding, a flexible,

expandable national currency, a political money that we can

work with. We need a dollar that is not linked to gold.

In the many years since the creation of the Federal Reserve System

as America’s central bank, gold has remained as steadfast and immobile

as ever. An ounce of it today buys about the same amount of

goods and services as an ounce in 1913. But the dollar has gone along

with every bit of political gimcrackery that has come along—the war

in Europe, the New Deal, WWII, the Cold War, the Vietnam War, the

war on poverty, the war on illiteracy, the New Frontier, the Great Society,

Social Security, Medicare, Medicaid, the war in Iraq, the war on

terror . . . the list is long and sordid. As a result, guess how much a

dollar is worth today in comparison to one in 1913? Five cents.

Keynesianism is a fraud. Supply-siderism is a con. The dollar itself

is a scam. All were developed by people with good intentions,

but these good intentions not only paved the road to hell, they

greased it. There was no point putting on the brakes. Once underway,

there was no stopping.

Right now, the United States might be sliding toward some sort

of hell. A half-century of deceit has produced a population as credulous

as its money. Americans are ready to believe anything—and

go along with anything. But they will be very disappointed when

they discover that all the political means they counted on—the

phony money, the laws, the regulations, the wars—have made

them poorer. That is when we will really need cages.

MORALITY AS AN ECONOMIC TOOL

“Nothing in nature is evil,” said Marcus Aurelius. Keynes was human.

Even Adolph Hitler was a man, a part of nature himself. And

the Evil Empire—was it not created by men too, men who like

economists and politicians followed their own natural impulses?

Adolph may have erred and strayed. Hitler thought he was building

a better world, and he could argue all day that his plan was the best

way forward.

Not that there weren’t arguments on the other side. German

universities were among the finest in the world. Some argued that

German scientists and philosophers were the best the world had to

offer. What did all these smart people think? They thought all kinds

of things—and argued the relative merits of one plan over another.

Jews were a nuisance, said some. Jews were good merchants, said

others. We must defeat Russia, many believed. Avoid a two-front

war, thought others. There were so many thoughts available, people

could think anything they wanted.

What would an observer think? No amount of logic could dissuade

Hitler from his chosen course. So what is an observer to

do? The preacher would say, “Love the sinner but hate the sin.”

That is a useful point. There is no point hating Hitler—or Stalin,

or Osama—they are God’s creatures, too, just like the rest of us.

Of course, God’s creatures have a certain consensus about what

constitutes heinous sin. It is fairly cut and dried to say that genocide

is a bad thing.

People argued about Keynesianism for many years, too. If we

were to give one piece of advice to a young person—or even an

old person—what better counsel could be offered than
to avoid arrogance?
It is such vanity that makes a politician strut and crow . . .

and an economist paw the earth. It is vanity that makes him presume

that his plans are so important, so beneficent, that they

should override the plans of millions of others. It is vanity that

makes him think that he knows better than other adults what they

should do with their lives and their money.

And yet, we all like to look at our own faces in the mirror. That

is human, too. And without that necessary arrogance, how will the

politician ever get his name in the paper? Would he not live in the

shadows of great men all his life? Would he be considered a nice

guy, to be walked all over in business and ignored at cocktail parties?

Would his rivals not get elected to high office, run major corporations,

and marry trophy wives? Even if thoughtful people

regard him as a pompous buffoon, isn’t this “great man” the winner

in the eyes of many?

If only the world were simpler. If only people whom we

thought deserved to win always did win! If only the buffoons carried

signs around their necks, rather than medals on their chests.

And yet, we cling to a stubborn faith and dumb observation that

modesty is a virtue and virtue is rewarded and vice punished. We

have seen how vice is punished in the public sphere. When an

economist crosses over to the dark side and begins telling other

people what to do, the result is always and everywhere complete

disaster. Economic disaster is merely the most humane example.

Economists cost people a lot of money, but what is money compared

to the millions of people murdered, enslaved, starved to

death, or imprisoned in the name of making the world a better

place? People tend to underestimate, wrote French historian Raymond

Aron, “the persistence of history’s traditional side, the rise

and fall of empires, the rivalry of regimes, the disastrous or beneficent

exploits of great men.”

The names of the “great men” are recorded in history books and

chiseled in granite. We know of no examples of “beneficent exploits,”

so we presume Aron was being sarcastic. Of disastrous exploits,

on the other hand, the history books are full: Genghis Khan,

Tamerlane the Great, Caesar, Alexander . . . and more recently, Mussolini,

Wilson, Hitler, Bush . . . few national leaders fail to make the

list. For all have their desired “improvements,” and nearly all are

ready to resort to violence to see them realized.

Is the world a better place for all their bloody efforts? We don’t

know. Alas, you can never know where your actions will lead, or

what will happen next in the world around you. So, what is a person

to do? All you can do is to become engaged in the struggle for

a better world, say the existentialists. But that is what all the world

improvers and “Great Leaders” do. We have other advice: Mind

your own business.

“I beseech you in the bowels of Christ to consider that you may

be wrong,” wrote Oliver Cromwell to the General Assembly of the

Church of Scotland in 1650.

In public life, you may be wrong more often than not. If your

advice involves forcing someone else to do something . . . or deceiving

them into doing it . . . or any other political means of getting

what you want, you are almost certainly wrong. For you are merely

interrupting someone else’s private ambitions—and his economic

means of realizing them. Nothing much can be done to improve on

the private arrangements of millions of free people. There are no

better means for people to get what they want than the economic

means—that is, the private, civilized, voluntary arrangements that

they work out among themselves. Any attempt to interfere with

these private deals, trades, and programs inevitably causes problems.

People already know what they want. Their private arrangements

are all designed to help them get it. All the leader can do is

to divert them away from getting what they actually want toward

some theoretical good that, in the end, always turns out to be bad

for everyone.

A modest man would not presume to tell other adults what to

do. He feels lucky to be able to direct his own activities, let alone

give orders to millions of others. He is never completely sure he’s

doing the right thing. But in his own, private world he is the one

who pays the price for his mistakes; as soon as he recognizes

them, he usually corrects them quickly—or, if he is bent for selfdestruction,

gets what he is after. He may or may not realize his

ambitions, but as long as he sticks to economic means, at least he

won’t go to Hell.

The Great Leader, by contrast, never doubts that he is making a

better world. Even when the evidence piles up all around, as it did

around Hitler in his 1945 bunker, he is still sure that he did the right

thing. When things go wrong, he blames his subordinates as incompetent

and ungrateful. Hitler was so disappointed by the ingratitude

of the German people that he came to feel they were not worthy of

his improvement efforts. The Third Reich failed, he said, because

they were unwilling to give it the sacrifices it needed. Now that the

Russian army was entering Berlin and the German population was

starving, they deserved to suffer, said he.

The real problem of the Great Leader is the same problem as

with the little follower—and the problem we all face. All humans

want more or less the same things—power, money, prestige, status.

Getting them by civilized means—that is, working for them, earning

them, deserving them—is a long and difficult process. Nor is there

ever any guarantee that lightning won’t strike you dead just before

you get where you are going. That is why the temptation to cheat—

to take up dishonest, political shortcuts—is almost irresistible.

If you meet a pretty woman and you know you will never see

her again, what do you have to lose? You may want to have your

way with her—using seductive lies or maybe brute force—that is, if

you are a cad. But if you think you will have to live with her for the

rest of your life, you will be more careful. Force and fraud won’t

work for long. You will need something else. The qualities that are

useful in politics, war, and adultery—being strong, smart, unpredictable,

and able to lie with a straight face—are the very same

qualities that often get you into trouble in the rest of life.

We’re not smart enough to know whether one person’s plan for

world improvement will actually make the place better. All we

know is whether the means the person uses are civilized. That is

the problem with history’s monsters—its great leaders, its world im-

provers, its gigolos, central bankers, and connivers. Not that they

had outrageous ideas, but that they resorted to political means to

get what they wanted. But we do not hate them; we just hope they

get what they deserve.

“Bad boys” may get the girls, but they have trouble keeping

them. Good husbands, on the other hand, may be boring, but a

smart woman treasures one as she would a set of old china. Likewise,

a businessman can cheat his customers and gain a temporary

advantage. So can a Great Leader invade a neighbor and seem to be

on top of the world—for a while. A grump, annoyed by his neighbor’s

trash, might decide to shoot the man. Or a woman, irritated by

her husband, might decide to run the man down. These are all solutions

to problems. But in every case, resorting to political means

to achieve the ends they craved took them over to the dark side of

life. They are no longer doing civilized things, but barbaric ones.

They are doing the things the Baptist preachers tell you to hate.

They are doing the things that bring bad karma . . . things the gods

punish . . . and things that make other men seek revenge.

For all we know, of course, all these stories will have happy

endings. The woman who ran over her husband might be delighted

with the results. The businessman might take the profits he made

from cheating his customers and use them to make a killing on Wall

Street. It is not for us to know how things work out.

The ends are beyond us. We never know what will happen. Nor

do we know what God’s Own Plan may be—either for us, or for

the world itself. All we have is the means. That is all we control. But

if we use the means of civilized people—the economic means—to

get what we want, we will not necessarily get what we want, but at

least we will deserve it.
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