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I am honored to dedicate the electronic version of Healing Our World: The Other Piece of the Puzzle to my younger
sister, Martie. Her invaluable contributions to Healing are described in the Acknowledgements. Martie lived with me
during the last few months of her life, as she fought a losing battle with cancer. One of Martie's final requests was that
her savings be used to promote the principles of Healing throughout the world. Making the electronic version of
Healing freely available is a fitting legacy to her memory. Proceeds from the print version will help to translate, print,
and distribute Healing Our World abroad. Russian, Serbian, Rumanian, and Lithuanian editions are already available.
If you like Healing, help spread the good news throughout the world!

WHAT THIS BOOK IS ABOUT

""Mary Ruwart has written what may be the most important book of this decade... It will challenge
everything you think you know about how we can accomplish our goals of growth and prosperity as a
nation of individuals." (Joseph Terrano, Visions M agazine)

We've seen the power of win-win strategies in our personal lives. As a result, enlightened self interest includes loving
our neighbor and taking responsibility for our thoughts, words, and deeds.

When we deal with groups of individuals through social actions, however, we madvertently ignore these time-honored
principles. Instead of seeking solutions where everybody benefits, we erroneously assume that poverty can only be
alleviated by taking from the rich, that a compromised environment is the inevitable result of material progress, and
that societal well-being is mconsistent with the selfish nature of humankind. We set the poor agamst the rich, the
industrialist against the environmentalists, the special interests against the common good. We create enemies where
friends should be, Like a house divided against itself, we mevitably fall into a state of poverty and strife.

Dr. Ruwart shows us how to transcend these win-lose scenarios by systematically applying the win-win tactics to our
social interaction that have proves so successful in our personal lives. HEALING OUR WORLD is the first book to
mtegrate the common elements of our Judeo-Christian heritage, the personal self-responsibility of the Aquarian Age,
and the political self-responsibility of the worldwide libertarian movement. "The Easy Way Out" os the realization that
others do not create our global harmony and abundance any more than they create our nner peace and enrichment;
our reactions to others determine our fate.

By basing our social action on the same principles that govern our individual relationships, we can create a win-win
world of peace and plenty, where everyone comes out ahead, With historical examples, Dr. Ruwart meticulously
documents the effectiveness of this approach in the mist stringent testing ground of all- the real world. Startling in its



simplicity, powerful on its application, HEALING OUR WORLD provides 'the ammunition that a thinking and acting
(activist) person needs to make a difference on all fronts of the social struggle occurring in America today." (Joseph
Terrano, Visions Magazine)

The history of the world is none other than the progress of the consciousness of
freedom. -George Hegel, 1821

FOREWORD

Healing Our World is a rare book that challenges numerous aspects of conventional wisdom that we accept as
axiomatically true. For example, a major dimension of this book is its linkage between out spiritual perspective and
our economic well-being. At first, these two might seem like strange bedfellows, but Dr. Ruwart leads readers with
her gentle touch to a world in which the interdependence of the hard sciences, social sciences. and spirituality become
clear. Hard facts presented in a sensitive, readable style focus attention on the urgent need for our policy makers to
be more careful about the 'evidence' upon which many of their policies are based. Healing Our World gently and
provocatively challenges its readers to recognize the coercive nature of the government mtervention we often consider
as inevitable of government-initiated aggression in prescribing day-to-day regulations and taxes. Dr. Ruwart's book is
a refreshing and unusual approach that refocuses public attention on the danger of sanctioning collective action that
would be repugnant to us if practiced individually. Herein, Dr. Ruwart claims, is the key to the 'easy way out' to a
win-win world of abundance and harmony. Healing Our World paints a clear and compelling picture of a vision within
our grasp, thereby empowering and mspiring every person working for a better world.

-Frances Kendall and Leon Louw Nobel Peace Prize nominees, 1989, 1991, 1992
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In the following pages, I offer nothing more than simple facts, plain arguments and common sense, and have
no other preliminaries to settle with the reader, other than that he will divest himself of prejudice and
prepossession, and suffer his reason and his feelings to determine for themselves, that he will put on, or



rather that he will not put off, the true character of a man, and generously enlarge his views beyond the
present day.

-Thomas Paine
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INTRODUCTION

THE IMPOSSIBLE DREAM?

War and poverty are caused, not by "selfish others,"
but by our own reactions to them.
If we wish to change the world, we must first change ourselves.

Humankind is noised on the brink of an evolutionarv lean. In the The essential



last few decades, we have become increasingly aware of the source
of our inner peace and enrichment. Depending on our personal
background, we express this great discovery differently. The
practical, down-to-earth individuals among us "take responsibility
for our lives" as described in Wayne W. Dyer's Your Erroneous
Zones. Those of us with a metaphysical outlook "create our own
reality" as Shirley MacLaine did in Out on a Limb. The spiritual
among us know that "the kingdom of God is within" and follow The
Road Less Traveled (M. Scott Peck). Sometimes we simply "find
ourselves" through the power of love as Richard Bach did in The
Bridge Across Forever. Ultimately, our inner harmony and
abundance depend on how we react to our outer world.

The creation of peace and plenty in our outer world, however,
frequently seems hopelessly beyond our control. In the past
century, we've supported widespread social reform. Nevertheless,
people are still starving in a world capable of feeding all. In our own
country, homelessness and poverty are on the rise. Violence is no
longer limited to overseas wars: our streets, even our schools, are
no longer safe. The environment that nurtures us is ravaged and
raped.

When we acknowledge how our reactions contribute to our inner
state, we gain control. Our helplessness dissolves when we stop
blaming others for feelings we create. In our outer world, the same
rules apply. Today, as a society, as a nation, as a collective
consciousness, "we" once again feel helpless, blaming selfish
others for the world's woes. Our nation's laws, reflecting a
composite of our individual beliefs, attempt to control selfish others
at gunpoint, if necessary. Striving for a better world by focusing on
others instead of ourselves totally misses the mark. When others
resist the choices we have made for them, conflicts escalate and
voraciously consume resources. A warring world is a poor one.

Attempting to control others, even for their own good, has other
undesirable effects. People who are able to create intimacy in their
personal relationships know that you can't hurry love. Trying to
control or manipulate those close to us creates resentment and
anger. Attempting to control others in our city, state, nation, and
world is just as destructive to the universal love we want the world
to manifest. Forcing people to be more "unselfish" creates
animosity instead of good will. Trying to control selfish others is a
cure worse than the disease.

We reap as we sow. In trying to control others, we find ourselves
controlled. We point fingers at the dictators, the Communists, the
politicians, and the international cartels. We are blithely unaware
that our desire to control selfish others creates and sustains them.
Like a stone thrown in a quiet pond, our desire to control our
neighbors ripples outward, affecting the political course of our
community, state, nation, and world. Yet we know not what we do.
We attempt to bend our neighbors to our will, sincere in our belief
that we are benevolently protecting the world from their folly and
short-sightedness. We seek control to create peace and prosperity,
not realizing that this is the very means by which war and poverty
are propagated. In fighting for our dream without awareness, we
become the instruments of its destruction.

psychological
requirement of a free
society is the
willingness on the
part of the
individual to accept
responsibility for his
life.

- Edith Packer,
clinical
psychologist

..collectively held
unconscious beliefs
shape the world's
institutions, and are
at the root of
institutionalized
oppression and
inequity....By
deliberately
changing the
internal image of
reality, people can
change the world.

- Willis Harman,
PATHS TO PEACE

...whatsoever a man
soweth, that shall he
also reap.

- THE HOLY BIBLE,
Galatians 6:7

We are each one of
us responsible for
every war because of
the aggressiveness
of our own lives...
And only when we
realize... that you
and I are
responsible... for all
the misery
throughout the
entire world,
because we have
contributed to it in
ourdaily lives...
only then will we



If we could only see the pattern! In seeking to control others, we
behave as we once did as children, exchanging our dime for five
pennies, all the while believing that we were enriching ourselves.
When a concerned adult tried to enlighten us, we first refused to
believe the truth. Once awareness dawned, we could no longer be
fooled, nor was laborious deliberation necessary for every
transaction. Once we understood how to count money, we
automatically knew if we benefited fromsuch a trade.

Similarly, when the fact and folly of controlling others first come to
our attention, we're surprised and full of denial. I certainly was!
When we care about the state of our world, however, we don't stop
there. I trust you are concerned enough to persevere and to
consider seriously the shift in consciousness this book proposes.

Once we have the courage to accept responsibility for our part of
the problem, we automatically become part of the solution,
independent of what others do. We honor their non-aggressive
choices (even if they are self-ish) and stop trying to control them. In
doing so, we dismantle their most effective means of controlling us.

Others only ignite the flames of war and poverty. We feed the
flames or starve them. Not understanding their nature, we've fanned
the sparks instead of smothering them. Not understanding our
contribution to the raging inferno, we despair that a world full of
selfish others could ever experience universal har-mony and
abundance.

Nothing could be further fromthe truth! Widespread peace and
plenty can be created within our lifetime. When we understand how
to stop fueling the flames of war and poverty, we can manifest our
dream.

PART 1

act.

-J. Krishnamurti,
FREEDOM FROM
THE KNOWN

The truth will set
you free-but first it
will make you damn
mad...

-M. Scott Peck,
author of THE
ROAD LESS
TRAVELED

We are not liberated
until we liberate
others. So long as
we need to control
other people,
however benign our
motives, we are
captive to that need.
In giving them

freedom, we free

ourselves.

- Marilyn Ferguson,
THE AQUARIAN
CONSPIRACY

GIVE US THIS DAY OUR DAILY BREAD

Back to Basics

CHAPTER 1

THE GOLDEN RULE

state, nation, and world.

The Principle of Non-Aggression

We are well aware that if we commit certain actions against our neighbors, fighting and impoverishment
will result. Somehow we think these same actions create peace and plenty if applied to our community,



As children relating to others, we learned a great deal about
creating peace and prosperity. Most of us can remember Mom or
Dad prying us apart from a playmate after we came to blows. "Who
started it?" often determined who received the most severe
punishment. Even at a tender age, we could see that if no one hit
first, no fight was possible. We contributed to keeping the peace
by making sure we did not deliver that first blow. This approach
frequently required controlling our reactions to others. No longer
did we feed them knuckle sandwiches just because their clothes
were "weird." We refrained fromusing our weaker playmates and
siblings as personal punching bags. We became tolerant of the
harmless actions and attributes of others. This tolerance extended
to the property of our playmates as well. Taking or damaging their
toys without their permission counted as "starting it." Lying to or
about themalso set the stage for mortal combat. Consequently,
our commitment to keeping the peace required us not only to be
tolerant, but also to be honest with others and to respect property
that was legitimately theirs. We refrained fromthreatening "first
strike" force, theft, and fraud. This was our first step in bringing
peace to our own tiny corner of the galaxy.

The second step was just as important. If we struck others, took
their toys, or lied about them, we tried to repair the damage we had
done. We replaced the damaged toy out of our meager allowance,
perhaps purchasing one just a little better to make up for the
distress we had caused. We advised those who had heard our lies
that we had misinformed them. We carried books for the playmate
whose arm we had bruised. By restoring the balance that we had
upset, we hoped to diffuse the tension our actions had generated.
Our program for peace, therefore, had two parts: (1) honesty,
tolerance, and respect toward others and their property (i.e.,
refraining from threatening first-strike force, theft, or fraud); and
(2) repairing any damage we had caused. We will refer to this
dual approach of honoring our neighbor's choice and righting
our wrongs as the practice of "non-aggression."

As we became adults, our playmates became our neighbors. The
degree of tranquillity in our community depended on how many of
us practiced the principles of non-aggression learned in childhood.
Property values tended to parallel the peace. Where theft and
fighting were rampant, property values plummeted. We learned
that prosperity is possible only when aggression is the exception,
not the rule. Our immediate experience suggests that the way to a
peaceful and prosperous world is to practice non-aggression and
to encourage others to do the same.

On a one-to-one basis, we do exactly that. We would never steal
from our next door neighbor, whom we'll generically refer to as
"George." As adults, we feel no more entitled to his car and money
than we did to his toys when we were kids. We practice non-
aggression by respecting property that is legitimately his. Maybe
George likes to wear things we wouldn't be caught dead in, but we
wouldn't take a swing at him just because he doesn't conformto
our standards. We practice non-aggression by being tolerant. If
George doesn't contribute to our favorite charity, we wouldn't tell
himhis donation was going elsewhere just to get it. We practice

Thou shalt not kill...
Thou shalt not steal.
Thou shalt not bear
false witness against
thy neighbor. Thou
shalt not
covet...anything that
is thy neighbor's.

- THE HOLY BIBLE,
Exodus 20:13-17

Men have the right to
use physical force
only in retaliation
and only against
those who initiate its
use. The ethical
problem is simple and
clear-cut: it is the
difference between
murder and self-
defense.

- Ayn Rand, author of
ATLAS SHRUGGED



non-aggression when we deal honestly. If we accidentally
damaged George's property or person, we'd make it right again. We
practice non-aggression by repairing any damage that we have
caused.

We wouldn't join or hire a gang of our neighbors who wanted to
steal from George, hurt him physically, or deceive him. If George
had an encounter with such a gang, he would probably retaliate,
perhaps with a gang of his own. The cycle could repeat itself
indefinitely. Aggression begets aggression, and those in-volved
alternate as victims and aggressors. "Starting it" is a prescription
for neighborhood warfare, with a loss of both peace and
prosperity. We practice non-aggression by saying "no" when
others ask us to use aggression against another individual or
group. Because we practice non-aggression naturally when
dealing with our neighbors, it seems that selfish others must be
responsible for aggression and the war and poverty it begets.

Knowing Ourselves

Before we absolve ourselves of responsibility for the world's woes,
let us look more closely. In the 1960s, Stanley Milgram at Yale
University conducted a series of studies to determine if gentle,
considerate, everyday people could be persuaded not forced to
hurt their fellow human beings. In one study, the scientist-
experimenter strapped himselfin a chair that was supposed to
deliver electrical shocks of increasing severity to be administered
to himby a naive volunteer. Whenever the scientist failed to learn
a series of word pairs properly, the volunteer was supposed to
shock him, using a higher voltage each time. A male experimenter
went "undercover" and pretended to be a second volunteer.

The scientist did not actually receive any shocks; he was only
pretending. The naive volunteers did not know this, because each
ofthem had received a very real, low-voltage test shock as a
demonstration. When the shocks reached a third of the maximum
level, the scientist cried out that he could take no more and the
experiment should end. The undercover volunteer tried to
convince the real one that the experiment should continue.
However, in every one of the 20 tests, the naive volunteers refused
to keep shocking the experimenter. Apparently, the average person
could not be convinced by a peer to force the scientist to continue
against his will. (1)

In another study, however, the results were very different. The two
experimenters switched places so that the scientist stood beside
the naive volunteer and shocks were administered to the
undercover one. When the "victim" cried out at one-third the
maximum voltage, only 20% of the naive volunteers withdrew from
the experiment. The others, at the insistence of the scientist,
continued. At two-thirds maximum voltage, the victim cried out
that he had a heart problem and feared for his life. Another 15% of
the naive volunteers refused to continue, even though the
scientist claimed that the shocks weren't severe enough to cause
permanent damage. A full 65% of the volunteers continued to
shock the victimeven after he made no other sounds. Because the
victim was hidden in a nearby room, some of the volunteers feared

He must make full
restitution for his
wrong, add one-fifth
to it and give it to the
person that he has
wronged.

- THE HOLY BIBLE,
Numbers 5:7

...civilization means,
above all, an
unwillingness to
inflict unnecessary
pain... those of us
who heedlessly
accept the commands
of authority cannot
yet claim to be
civilized men.

- Harold J. Laski,
THE DANGERS OF
OBEDIENCE

In growing up, the
normal individual
has learned to check
the expression of
aggressive impulses.
But the culture has
failed, almost
entirely, in
inculcating internal
controls on actions
that have their origin
in authority. For this
reason, the latter
constitutes a far
greater danger to



he might be unconscious and were extremely concerned for his
safety. Yet, at the insistence of the scientist, they continued to
shock himuntil they had administered the highest voltage three
full times! (2)

The scientist didn't need to force the volunteers at gunpoint; only
verbal commands were required. Even when the volunteers feared
for the safety, even the life, of the victim, they were willing to
proceed as long as an authority figure, but not a peer, urged
them to.

When the naive volunteers were interviewed afterward, certain
trends emerged. The 20% who refused to continue as soon as the
victim wanted to quit felt that they were responsible for shocking
him. Administering the shocks was acceptable only if the victim
agreed to it. They obviously believed in honoring their neighbor's
choice_regardless of what anyone else told themto do. Those
who continued shocking the victim were more likely to place the
responsibility for his pain on the shoulders of the scientist or the
victim himself for being a slow learner. Yet they surrendered their
responsibility only when an authority figure, the scientist (second
study), not a peer (first study), urged themto. A typical comment
made by the volunteers was "I was just doing what [ was told." (3)
Similar statements have been made by those who executed Jews in
the Nazi concentration camps in World War Il or massacred
women and children at My Lai in Vietnam.

We defer to authority figures because they are supposed to know
more than we do. If a mistake is made, it's easy to lay the blame at
their feet. Ultimately, however, we are responsible for choosing the
authority figure we defer to. Choosing to defer to one who urges
aggression against others still puts the responsibility on us.

Each of us would like to believe that we would be in the small
group that refused to be persuaded by the authority figure to go
on shocking the victim. When Milgram surveyed people who were
unaware of the results to predict where they would stop, none
believed they would go past two-thirds of maximum shock. (4)
Clearly, what we believe we would do and what we actually
would do are quite different.

We believe that we consistently practice non-aggression and that
selfish others must be responsible for war and poverty. Milgram's
studies teach us that our words and actions don't always match
and that we can be unaware of this discrepancy. If we truly wish to
help our world, we must first identify ways in which we may be
causing the problem. Let us examine an instance of common,
everyday aggression and see how we respond.

How We Violate the Principle of Non-Aggression Daily Without
Even Realizing It!

If we decided we wanted a new neighborhood park, how would we
go about getting one? We could call together other individuals
who want the same thing and could raise enough money to own
and operate the park through donations, by selling stock in a
corporation set up for that purpose, or through other voluntary

human survival.
- Stanley Milgram,

OBEDIENCE TO
AUTHORITY

In matters of

conscience, the law of

the majority has no
place.

-Mahatma Gandhi,
father of modern non-
violent resistance.

How does something
immoral, when done
privately, become
movral when it is done
collectively?
Furthermore, does
legality establish
morality? Slavery
was legal; apartheid
is legal; Stalinist,
Narzi, and Maoist
purges were legal.
Clearly, the fact of
legality does not
justify these crimes.
Legality, alone,
cannot be the
talisman of moral
people.

- Walter Williams,
ALL IT TAKES IS
GUTS



means. If those who did not participate in the fundraising effort
decide later to use the park, we might require themto pay an entry
fee. Obviously, we would be relating voluntarily and non-
aggressively with our neighbors. If George didn't want to be
involved as either a contributor or a park visitor, we would honor
his choice.

Of course, another way we could proceed would be to vote for a
taxto purchase and maintain the park. If a large enough gang of
our neighbors voted for it, George's hard-earned dollars would be
used for a park he didn't want and wouldn't use. If he refused to
pay what our gang dictated, law enforcement agents, acting on
behalf of the winning voters, would extract the tax, at gunpoint, if
necessary. If he resisted too vehemently, George might even get
killed in the scuffle.

Wouldn't we be using a gang called "government" to steal from
George? Wouldn't we be the first ones to turn guns on a neighbor
who hadn't defrauded or stolen fromus? Wouldn't George
eventually retaliate by getting government to turn its guns on us
for projects that he prefers but we want nothing to do with?
Wouldn't we alternate as victims and aggressors, as minorities and
majorities? Wouldn't we just be taking turns directing the law
enforcement agents toward each other?

Through taxation, pacifists are forced at gunpoint to pay for killing
machines; vegetarians are forced at gunpoint to subsidize grazing
land for cattle; nonsmokers are forced at gunpoint to support both
the production of tobacco and the research to counter its impact
on health. These minorities are the victims, not the initiators of
aggression. Their only crime is not agreeing with the priorities of
the majority. Taxation appears to be more than theft; it is
intolerance for the preferences and even the moral viewpoints of
our neighbors. Through taxation we forcibly impose our will on
others in an attempt to control theirchoices.

As individuals, we may not support taxation and other forms of
aggression-through-government. However, the composite of our
separate views, as reflected in our laws, indicates that as a nation,
as a society, as a collective consciousness, we believe that
aggression serves us. As we'll see in the next few chapters, just
the opposite is true. Aggression creates poverty and strife in our
city, state, and nation just as surely as it does in our
neighborhood.

How could it be otherwise? Aggression could hardly produce
peace and plenty simply because we use it as a gang instead of as
individuals. Using the same means brings us the same ends. It's as
plain as the nose on our face and just as difficult to see! Only by
looking at what is reflected back to us can we observe it.

Indeed, taxation and other forms of aggression-through-
government are so taken for granted in our culture that one of our
most popular sayings is that "nothing is certain except death and
taxes." Yet slavery was once as universal. Taxation is thought to
be indispensable to civilization today, just as slavery once was.
Advocates of taxation claim that since most people pay assigned

A society that robs an
individual of the
product of his effort...
is not strictly
speaking a society,
but a mob held
together by
institutionalized
gang rule.

- Ayn Rand, THE
VIRTUE OF
SELFISHNESS

..while men usually
recognize criminal
acts when they are
committed by an
individual in the
name of his own
interest, they often
fail to recognize the
very same acts for
what they are when
they are committed by
some large gang in
the name of "social
Justice" or the
"common good."

-Jarrett Wollstein,
SOCIETY WITHOUT
COERCION

..we are living in a
sick Society filled
with people who
would not directly
steal from their
neighbor but who are
willing to demand
that the government
do it for them.

- William L. Comer,
AVOIDING THE
HIGH COST OF
DYING (AND MANY
OTHER FINANCIAL
DILEMMAS)



taxes before the guns show up, they have implicitly agreed to it as

the price of living in "society." Most slaves obeyed their master ..the moral and the
before he got out the whip, yet we would hardly argue that this practical are not in
constituted agreement to their servitude. Today, we have an conflict, provided one
enlightened perspective on slavery, just as one day we will have knows what is, in
an enlightened perspective on taxes and other forms of aggression fact, moral.
we now think of as "the only way."

- Nathaniel Branden,
Just as our ancestors rationalized slavery, we've created the JUDGMENT DAY

illusion that taxation is legitimate. Like the volunteers who
continued to shock the victim at the insistence of the scientist, we
feel our actions are justified, perhaps even noble. We believe that
we can create a world of peace and plenty if we are given a free
hand to force those selfish others to do things our way. We feel
taxation is indispensable for certain necessities (e.g., defense,
clean air and water, helping the poor, etc.). Instead, as the
following chapters illustrate, aggression in any form only hurts
others and ourselves. We reap as we have sown.

In Part I (Forgive Us Our Trespasses: How We Create Poverty in
a World of Plenty), we'll see how our well-meaning aggression has
created poverty, compromised our health, destroyed our
environment, and fostered monopolies and cartels that manipulate
us. Special interests chuckle at our naivete as they use our fears of
selfish others to pit us against each other for their benefit. /n
trying to control others, we find ourselves controlled.

Having seen the folly of using aggression ourselves, Part III (4s
We Forgive Those Who Trespass Against Us: How We Create
Strife in a World of Harmony) details a better way to deal with
those who trespass against us. This "other piece of the puzzle"
gives us power to create peace and plenty in our communities, our
nation, and the world. First, however, we must take responsibility
for the acts of aggression that we unwittingly commit. Like the
volunteers who refused to shock the victim at the whim of the
authority figure, we too must first honor our neighbor's choice.
Only when we are innocent of aggression can we deal effectively
with those who are guilty of'it.

Aggression hides in our culture under many names. Taxation is
only an example, but one of the most widespread and
uneconomical. If this concept seems incredible to you, consider
the shift in awareness that it implies. Are we like children,
accepting five pennies for our dime?

CHAPTER 2

WEALTH IS UNLIMITED!

Wealth is created when we use existing resources in new ways. Since such creativity is virtually limitless,
wealth is too.



To determine whether we shortchange ourselves by choosing
taxation and other forms of aggression as a means to our ends, we
must understand what wealth is and where it comes from.

We usually equate money with wealth, but they are really very
different things. Imagine a person stranded on a desert island
without food, water, shelter, or medicine, but with a billion dollars
in gold coin. Is this person wealthy?

Hardly! Food, water, shelter, and medicine prerequisites for
physical survival are true wealth. Money is valuable only if it can
be exchanged for something of value, such as goods or services.
Money is only a measure of how much of the available wealth a
person has access to. If no wealth is available, money is worthless.

Just how much wealth is available? Imagine the total wealth in the
world 2000 years ago. Did even the richest of the ancients have
access to antibiotics, anesthetics, or surgery when their children
had appendicitis? Could their entertainers give them the same
quality, selection, and special effects that are now available on
television? Could they find out about events on the other side of
the globe a few minutes after they occurred? Could they "reach
out and touch" family members who had migrated to faraway
lands? Could they visit their distant relatives after a few hours in
the "friendly skies"?

Even the wealthiest of the ancients did not have many things we
take for granted. A greater number of people than ever before now
enjoy a

lifestyle that our ancestors could not even imagine. Our wealth has
increased greatly.

Where did we get all this wealth? The earth certainly did not get an
additional endowment of natural resources between ancient times
and the present. Instead, we discovered new ways to use existing
resources. Coal, oil, and natural gas give us an unprecedented
amount of power. We transmit this power over electrical wires and
send communications via satellite. The antibiotics produced by
fungi have been harnessed to fight infectious bacteria that invade
our bodies. We stimulate our immune system with vaccines so that
the ancient plagues have all but vanished. Artificial wings fly us all
over the globe. Mass production, assembly lines, and robotics
help to replicate the wealth-creating ideas. The new wealth allows
creation of still greater wealth. For example, the energy trapped in
fossil fuels lets us create new metal alloys that require higher
smelting temperatures than wood can provide. One idea leads to
the next.

We see that specific ideas on better uses for existing resources
and the replication of these ideas are the real source of wealth.
Natural resources are like seeds that grow into wealth when they
are nurtured and developed by individuals acting alone or in
concert. For example, oil was once considered a nuisance that
contaminated good farmland. Not until enterprising individuals
discovered how to pump, refine, and use it did oil turn into "black
gold." Even water must be "developed" (drawn froma stream, well,

...most real wealth
originates in
individual minds in
unpredictable and
uncontrollable ways.

- George Gilder,
WEALTH AND
POVERTY

...Amnesty
International’s listing
of human rights
abuses shows a
definite pattern
where those nations
with the least respect
for human rights are
also the poorest. By
contrast, those with
the greatest respect
for human rights tend
to be the richest.

- Walter Williams,
ALL IT TAKES IS
GUTS

...the firee market is a
society in which all
exchange voluntarily.
It may most easily be
conceived as a
situation in which no
one aggresses
against person or

property.

- Murray Rothbard,
POWER AND THE
MARKET



or reservoir) before it can quench our thirst.

The amount of wealth a country produces does not depend
primarily on its endowment of natural resource "seeds." Japan has

almost no mineral wealth, while Mexico is well endowed, yet the The trouble with
Japanese are .certainly more affluent than the Mexicans.1 Similarly, people isn't their
North Korea is poorer than South Korea. (2) East Germany created ignorance-it's the
much less wealth than West Germany before reunification in number of things they
1990.2,3 Obviously, resource endowment is not the primary factor know that just ain't
that determines a country's wealth. Population density cannot be so.

the dominating factor either: both Japan and West Germany have a

greater population density than their poorer neighbors Mexico and - Mark Twain

East Germany. (3) American humorist

and novelist
When we consider that resources will one day be mined from

planets other than the earth, that matter and energy are totally
interchangeable, and that basic chemical elements can be
transmuted, we realize that resource seeds are so abundant that
they do not impose practical limitations on the creation of wealth
at all. Even if our fossil fuels should be foolishly exhausted, for
example, energy is abundantly available in each and every atomif
only we knew as we one day will how to tap it safely. Even if we
foolishly devastated our home world by unsound environmental
management, a universe of other planets are available to us when
we learn as we one day will how to reach them. Human resources,
our "how to" ideas, and the replication of these ideas, determine
how much available wealth there is at any one time. Since human
creativity appears unbounded, the amount of wealth possible is
virtually infinite! Truly we live in a "no limit" world!

The realization that resources do not limit the creation of wealth is
a liberating one. Our country's wealth does not depend on the
happenstance ofits geographical boundaries, but on the self-
determined thoughts and creativity of'its populace. We create our
world.

What secrets do the countries that enjoy great wealth possess?
How are their popula-tions different? As this book will
demonstrate, cultures with a strong belief'in the practice of non-
aggression, individually and collectively, enjoy the highest level
of peace and prosperity.

The United States has historically fostered a strong cultural belief
in non-aggression in both collective and individual interactions.
As we'll see in the next few chapters, this belief made the United
States the wealthiest nation on earth. Unfortunately, while we
continue to abhor aggression perpetrated by individuals, our belief
that aggression is an effective way to deal with each other on a
more collective (i.e., group-to-group) basis is growing. Most often,
this aggression is sanctioned by the authority of the majority and
implemented through government. Aggression-through-
government is the primary reason our country is experiencing a
decline in the rate of wealth creation.

We've seen how wealth is created by individuals, working alone or
as part of a team. New ideas are implemented or reproduced. Our



imaginary neighbor, George, for example, may work in a factory
where he makes chairs. The factory owner gets the lumber froma
tree farmer who planted and harvested the trees. These three
individuals create new wealth in the form of chairs. They share the
resulting wealth by exchanging it for money. They then trade their
money for the wealth (food, clothing, etc.) that others have
created.

Wealth belongs to its creators. All three individuals helped to
create the chairs. Without their effort, the new wealth would not
exist. When dealing with other individuals, we instinctively
recognize this fact and act on it. We would never dreamof going
to George's house with a gun to steal the wealth he has created.
He'd retaliate and we would take turns being victims and
aggressors. With continual "warfare," a jungle-like atmosphere
would pervade our neighborhood, and property values would
plummet as wealth was consumed in the struggle. Effort would be
directed at making war instead of wealth. Enlightened self-interest
gives us strong incentives to practice non-aggression individually.

If we personally steal from George, we create havoc in our
neighborhood. Nevertheless, we believe we can avoid this
outcome if the government enforcement agents, acting on our
behalf, perform the identical action. We believe the act of stealing
is ennobled if the authority of the majority deems it to be for "the
common good." As we'll see in the next few chapters, the laws of
cause and effect still apply. The consequences of aggression are
the same, whether perpetrated by an individual or a group. When
groups of neighbors ask their government to steal from other
groups of neighbors, we take turns being majorities and minorities,
victims and aggressors. A jungle-like atmosphere prevails as effort
is directed toward making war instead of wealth. Enlightened self-
interest directs us toward the practice of non-aggression
collectively if we would only realize it!

The Marketplace Ecosystem

The founders of our country recognized the importance of non-
aggression. They realized that the "marketplace" was really an
invisible interactive network of voluntary exchanges that take
place among people in their communities, states, and nations. The
marketplace has many similarities to nature's rainforest and oceanic
ecosystems. Left to their own devices, the marketplace and the
earth's ecosystems are self-regulating. Neither requires our forceful
intervention to establish a holistic balance in which a diversity of
complimentary niches can evolve. Aggression in the marketplace
or destruction in a natural ecosystemupsets this balance. Some of
the niches are destroyed along with their occupants. Diversity is
lost.

The "free market" is the name given to describe the marketplace
ecosystemwhen it is fiee from aggression. In the 1800s, our
country came closest to this ideal. As a consequence, penniless
immigrants flocked to our nation to make a better life for
themselves and their loved ones. America became known as the
"land of opportunity" and the richest nation on earth. Wealth was
the natural by-product of a marketplace ecosystem free from



aggression. As detailed in Chapter 19 (The Communist Threat is
All in Our Minds), democracies tend to have less aggression than
the Communist ones. This is why North Korea and East Germany,
before unification, created much less wealth than their "free world"
counterparts. (2,3)

Even in the early days of the United States, the marketplace
ecosystemwas not entirely free fromaggression, however. Ifa
drug company sold untested products or if doctors misrepresented
their training, the distraught consumers or their survivors had
minimal recourse. Some forms of aggression, notably fraud, were
widely practiced by individuals.

Our ancestors knew how to practice non-aggression themselves.
What they did not know was the most effective way to deal with
those who aggressed against them. Consequently, this aggression
persisted. Eventually, people began to believe that freedom from
aggression was an unattainable ideal because selfish others were
always ready, willing, and able to take advantage of their
neighbors. They adopted the belief that the aggressors enjoyed
"too much freedom." People instructed their government to strike
first and use aggression to prevent aggression. Their motto
became "do unto others before they do unto you." To fight the
"evil" of aggression, they became aggressors themselves, with
consequences more terrible than those they sought to prevent.
Let's see exactly how this happened in our own land of
opportunity.

PART II

FORGIVE US OUR TRESPASSES

How We Create Poverty in a World of Plenty

CHAPTER 3

DESTROYING JOBS

When we use aggression to increase the wealth of disadvantaged workers, we succeed only in making
them poorer.

The previous chapter explained how wealth is created by
individuals acting alone or in concert while working at an
occupation or job. Wealth is virtually infinite, yet we commonly
hear that the means to that end- jobs- are limited. Let's examine how
this seeming contradiction has been created by aggression -
through-government.

The Marketplace Ecosystem: Honoring OQur Neighbor's Choice

- B - R Every 10% increase



In the early days of our country, new immigrants were at a
disadvantage in the established marketplace ecosystem. Usually,
they couldn't speak English. Their customs were different and
disquieting. Frequently, they were unskilled and could produce little
wealth. Employers had little incentive to hire them. The immigrants
decided to change that.

The immigrants created a niche for themselves in the marketplace
ecosystemby offering employers who would take a chance on them
a greater-than-usual share of the jointly created wealth. By helping
their employer, they also helped themselves. Instead of paying for
expensive schooling to learn new skills, they got on-the-job training
by accepting, for a time, lower wages than the experienced,
American-born workers. Once they learned the language, trade, and
customs, they could create much more wealth than before. The
immigrants were either given a greater share of the jointly created
wealth by their employers, or they took their experience and moved
on. Sometimes they opened their own shop, sometimes they went to
an employer with greater appreciation for their newfound expertise.
Some eventually became quite wealthy. In offering to serve their
first employers well, they ultimately served themselves.

Young Americans sometimes use the same technique to get that
important first job. For example, as an undergraduate, I worked in
the laboratories of various scientists after class. Sometimes there
was a little pay involved, sometimes course credit, sometimes no
visible compensation at all. The scientists who hired me really didn't
have a job to give, so like the immigrants, I created my job, my niche
in the marketplace ecosystem, by offering them a better deal than
any of my classmates would even consider.

My peers thought [ was crazy working for "slave wages." A few
years later, they changed their minds. The experience I gained, plus
the recommendations of my mentors, turned out to be quite
valuable. These intangibles gave me an edge over those with
comparable formal education when I applied for more advanced
positions. Offering my first employers a good deal resulted in later
employers offering me a good deal. Letting myself be "exploited"
was one of the smartest career moves I ever made.

The balance of the marketplace ecosystemevolves naturally.
Workers without experience who are willing to create a low-wage
job can gain the necessary experience and skills to create more
wealth. Almost everyone is able to create some wealth, so everyone
can find a starting niche. As expertise evolves, so does the niche-
one way or the other. In serving their first employer well, unskilled
workers serve themselves.

Usually, an employer will reward workers as their capacity to create
more wealth increases. By providing an improved work space, more
benefits, and/or increased wages, employers provide positive
feedback, appealing to the employees' own self-interest to create
even greater wealth. More wealth creation means more profit for the
employer and the employee to split. By helping each other, they
help themselves. Both serve their own interest best by making sure
that their partner in creating wealth is taken care of.

in minimum wage
makes the worker
2% worse off
because companies
must offset increased
cost with reductions
in other parts of the
"payment bundle"
such as hours,
bonuses, etc.

-Albert Wessels,
MINIMUM WAGES':
ARE WORKERS
REALLY BETTER
OFF?

...a 20 percent
increase [in
minimum wage]
makes
approximately 81
percent of South
Carolina workers
worse off than before
the change.

-James Heckman
and Guilherme
Sedlacek, REPORT
OF THE MINIMUM
WAGE STUDY
COMMISSION

The minimum wage
law is one of the
major causes of
spiraling
unemployment
among young
blacks.

- Walter Williams,
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Unenlightened employers who don't reward their workers for
increased productivity lose themto employers who do. Employers
who choose employees on the basis of color or sexor anything
other than ability to create wealth find that their shop creates less
wealth than it could. Less wealth means less profit for the employer
and employee to share. Lower profits provide the employers with
negative feedback. Discrimination on any basis other than
productivity is costly. Employers reap as they sow.

We can observe this "yin-yang," or balance, of the ecosystem
within the marketplace right in our own community. Our fictitious
neighbor George decides to hire a neighborhood youth, Elaine, to
paint his house because of her willingness to work for a very
nominal sum.

Elaine created a job by giving her employer a better deal than the
other teens in the neighborhood. Had Elaine not made such an
offer, George would have let the house go unpainted for another
few years. The creation of wealth in the form of a well-kept house
would have been delayed. By offering to serve George well, Elaine
also helped beautify her neighborhood. In the process, Elaine
helped herself as well.

In the fall, Elaine asked George to put in a good word for her with
the corner grocer. As a result of George's glowing recommendation,
Elaine was hired instead of other youths with no one to vouch for
them. The following summer, Elaine's references fromthe grocer
helped her get a temporary job with a nearby factory. When Elaine
graduated fromhigh school, she was offered a well-paying job by a
local banker. Elaine was chosen because her former employers
could vouch for her conscientious performance. Her friends, who
had mocked her as she worked for a "pittance," were rejected
because they had no experience. By serving her employers well,
Elaine also served herself.

Aggression Disrupts the Marketplace Ecosys tem

We'd never dream of putting a gun to George's head and
threatening himif he didn't pay Elaine more than what they had
jointly agreed on. After all, our neighbors know better than we do
what will work for them. Pointing a gun at George would probably
end any feeling of camaraderie we might have shared in the past.
There's something about looking down the barrel of a gun that isn't
consistent with "loving our neighbor." George is likely to call his
local sheriff and have us arrested or make sure that he retaliates
with sufficient force to prevent us fromthreatening him again. In
trying to control George, we might very well find ourselves
controlled.

Even if we successfully intimidated George, he might decide not to
hire Elaine, rather than pay her more than he wished to. Without
George's recommendation, Elaine might never get the grocery job.
Without experience at the grocer's, Elaine might not be picked to
work at the factory. Without these part-time jobs, Elaine would not
have the experience so valued by the bank. Our attempt to protect
Elaine from George's exploitation by using aggression would
probablv backfire and hurt the nerson we most wish to helo.

L1l D111 1

AGAINST BLACKS

A rising minimum
wage broadens the
income gap between
blacks and whites,
leaving black
families
proportionately
further behind than

ever.

- Robert Meyer and
David Wise,
REPORT OF THE
MINIMUM WAGE
STUDY
COMMISSION

Past studies by and
large confirm the
prediction that
higher minimum
wages reduce
employment
opportunities and
raise unemployment,
particularly for
teenagers,
minorities, and
other low-skilled
workers.

- Masanori
Hashimoto,
MINIMUM WAGES
AND ON-THE-JOB
TRAINING
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The marketplace ecosystemoperates in our neighborhood if we let
it work its magic. We wisely refrain from threatening our neighbors
when they are interacting and contracting with each other without
using force or fraud. The individuals, after all, know their situation
better than we do.

Exactly the same principles apply in the national work force, but
somehow we see it differently. We view low wages as evidence of
employer "stinginess" instead of schooling with pay for the
unskilled. We try to correct the behavior of these selfish others by
voting to force employers to pay a minimum wage- at gunpoint, if
necessary. Through our government, we become aggressors, the
first party to threaten violence. Our aggression yields the same
results on a national scale as it does in our neighborhood.

For example, in the chair factory where George works, employees are

paid at different levels ($4 or $5 per hour) depending on their
experience. If the minimum wage is raised to $5 per hour, several
things could happen.

If the employer pays the least experienced people $5 per hour, he
will have to raise the price of the chairs. The people who were
earning $5 will probably complain because they are being paid the
same wage as the novices. The employer will have to give thema
raise too. The price of the chairs goes even higher. Fewer people
can now afford to buy the chairs, so the factory will cut back
production. Workers will be laid off; the least experienced will be
the first to go. Instead of earning $4 per hour, some of the
inexperienced workers will be unemployed, while others will be
making $5 per hour.

Some employers will be able to replace the unskilled workers with
machines that cost $4.50 per hour instead of the $5 now mandated
by law. The workers fromthe factory that makes the new machines
are very skilled and already make well above the minimum wage.
They now have extra orders for machines, so their factory must hire
more skilled labor. At the chair factory, some of the more
experienced workers make $5 per hour, while some of the unskilled
workers are unemployed and make nothing. The machine factory
hires more skilled labor.

Other employers might simply eliminate part or all of the job that the

people earning $4 per hour once did. Maybe their job was to paint
the chairs; now finishing is left to the buyer. More unskilled
employees are laid off.

Some employers will not be able to use any of these options. There
may be no substitute for the unskilled labor and no way to raise
prices without losing too many customers. To comply with the law,
these employers may cut back on other employee benefits, such as
health insurance, vacation time, etc. The unskilled workers make $5
per hour, but lose some benefits that may have been worth more to
themthan the wage increase.

Ifnone of these options are available, employers may have to forgo

...low income
workers as a group
are the major victims
of minimum wage
legislation.

- Keith B. Leffler,
ECONOMICS OF
LEGAL MINIMUM
WAGES

...the responsiveness
of labor supply to
wage changes seems
to be greater among
the disabled than
among the
nondisabled...

- Andrew Kohen,
REPORT OF THE
MINIMUM WAGE
STUDY
COMMISSION

One of the most
serious effects of
minimum-wage
legislation is the
impairment of on-
the-job-training for
young workers.

- Masanori
Hashimoto,
MINIMUM WAGES
AND ON-THE-JOB
TRAINING



some ot their protits. 1o avoid cutting therr protits, these employers
may close their factories and either retire or switch to a business
that needs only skilled workers. In either case, the employees will be
laid off. The skilled workers will have an easier time becoming
employed again, because they are needed in places such as the
machine factory that is expanding because of the demand for labor-
saving devices. The unskilled workers will find themselves in less
demand and will have more difficulty.

Each employer will react differently to the minimum wage increase,
but the result is always the same. Fewer inexperienced employees
will have a job. Instead of making $4 per hour, some will make $5 per
hour, and others will make nothing. The best of the low-paid
workers get a raise, but the most disadvantaged are forbidden to
create what wealth they can.

If we support minimum wage laws, we destroy jobs, especially
those that would have gone to the unskilled or disadvantaged. By
using aggression, we limit wealth by destroying the jobs that create
it. No wonder welfare to the newly unemployed increases when the
mandated minimum wage goes up! (1)

The Poor Get Poorer: Discrimination Against the Disadvantaged

Because minimum wage laws hurt the disadvantaged the most, they
are frequentlyused to "legalize" discrimination. In South Africa,
white unions lobby for minimum wages (called "rate-for-the-job") in
order to "reserve" particular jobs for whites.(2) If the unskilled
blacks are forbidden by law to negotiate a training wage, they can
never gain entry into these professions and are effectively barred
by law from creating wealth in those occupations.

The same thing happens in the United States. Minimum wage laws
hurt the very people they are supposed to help. Many
disadvantaged workers are black; the most unskilled blacks are, of
course, the young. As the percentage of jobs covered by minimum
wage laws has increased (Figure 3.1A), black teenage
unemployment has increased much more than white unemployment
(Figure 3.1B). What is particularly distressing is that black teenage
unemployment was almost identical to white unemployment before
the 1950s! By trying to help the disadvantaged with aggression,
we've hurt them more than the selfish employers ever did!

The inexperienced are not the only victims. The elderly and
handicapped are adversely affected as well. This was vividly
brought home to me in the mid-1980s while renovating low-income
housing in the city of Kalamazoo. A young, unskilled man, who was
partially disabled, had been watching our progress and asked if he
could do some cleaning and yard work for $2 per hour. He was
willing to accept such low wages because he could walk to the work
site. He also hoped I might be able to give him a recommendation so
others would "give hima chance." I explained to him that minimum
wage laws prevented me from hiring him for anything less than
$3.35. We both knew that I could hire an able-bodied person at that
rate who would do more work per hour. We both would have been
satisfied to settle on $2 per hour, but we were forbidden by law from
doing so. Had we gone ahead, government enforcement agents

...the minimum wage
must reduce total
income available to
all members of
society taken as a
whole.

- Sherwin Rosen,
REPORT OF THE
MINIMUM WAGE
STUDY
COMMISSION

One of the most
significant things
that I saw in the
South-and I saw it
everywhere-was the
way in which white
people were torn
between their
feelings of race
prejudice and their
downright economic
needs.

- Ray Stannard
Baker, Pulitzer Prize
Journalist and
author.

The effectiveness of a
competitive market
is in no way
dependent upon the
goodwill or honesty
ofits transactors.

- Thomas Sowell,
TLIL NN NDAICQ



could have "fined" me (i.e., taken my created wealth) at gunpoint, if
necessary.

Why shouldn't this young man have been able to make his own
choices? He viewed working for $2 per hour in the same way I had
viewed working in the laboratory- as a stepping stone to something
better. Surely he could decide what a particular job was worth to
him. By supporting minimum wage laws, we've condemned many of
the disadvantaged to life "on the dole." Being dependent on others
is surely more "degrading" than starting at the bottomand working
one's way up!

When we use aggression to control the marketplace ecosystem with
minimum wage laws or other mandated "benefits," we set in motion
a destructive chain reaction. Instead of providing the
disadvantaged with a better financial base, we prevent them from
obtaining what they need most: on-the-job training in the art of
creating wealth. Because they cannot work, they cannot get ahead.
They cannot entice a reluctant or prejudiced employer into giving
them an opportunity to show their worth when they cannot offer
such employers a better deal.

The Rich Get Richer With Our Help!

If minimum wage laws so obviously hurt those they were intended
to help, why do our legislatures keep passing them? Do minimum
wage laws benefit someone else with power and influence? Of
course they do!

With minimum wage laws, the skilled and educated no longer have
to compete with the ambitious disadvantaged workers who are
rising through the ranks. Only those who can afford to pay for
training can get hired when the disadvantaged are forbidden from
creating training jobs for themselves. When fewer skilled people are
available, the experienced workers can command higher wages.
Unions frequently lobby for minimum wage laws because such laws
favor their skilled membership at the expense of unskilled workers,
the handicapped, and minorities. (3)

Does this mean that the unions are full of selfish others who need
to be put in their place? Not at all! Those who propose minimum
wage laws know we have supported aggression in the past when
we thought it was for the common good. Perhaps the last time we
used aggression, union members were the victims.

Unions and other special interest groups that desire minimum wage
laws do not use aggression themselves. Like the proverbial serpent
in the Garden of Eden, they tempt us to practice aggression against
our neighbors for their benefit. They only kindle the flames of
poverty and strife- we control the final outcome. We fan the flame
when we direct our government enforcement agents to carry out
their wishes. We could choose differently. We could say "No!" to
those who advocate minimum wages, just as Adamand Eve could
have said "No!" to the serpent. Without our consent, the unions
(and the serpent) are powerless. The choice- and responsibility
belongs to us.

L LIl LN\ JIN VIO
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A Lose-Lose Situation

Usually we agree to the aggression of minimum wage laws because
we believe in a win-lose world, where wealth and jobs are limited,
where gain can be had only at another's expense. When our choice
is between winning and losing, aggression appears to be a useful
tool. We don't notice that our aggression is limiting wealth and jobs
because we take these limitations as a given. Our beliefs become
self-fulfilling prophecies.

For this reason, the gains that the skilled worker makes when
minimum wage laws disenfranchise the disadvantaged are largely an
illusion. People who lobby for minimum wage laws, who enforce
them, or who are unemployed because of them produce no wealth.
Their activities create no new goods or services. The world as a
whole is poorer, and so are we. Our money cannot purchase
whatdoes not exist, any more than it could in our desert island
example from Chapter 2 (Wealth Is Unlimited!). In a world producing
less wealth than it could, we are proportionately deprived. Because
the lobbyists, enforcement agents, and unemployed produce no
new wealth, part of what we create goes to support them. In trying
to control others, we find ourselves controlled.

Wealth is only the smallest part of the price we pay, however.
We've encouraged the disadvantaged to think of their plight as
someone else's fault rather than a condition best rectified by their
own efforts. By supporting minimum wage laws, we've taught the
disadvantaged to turn the law enforcement agents on those still
employed to feed, clothe, and shelter them. We take turns being
victims and aggressors, minorities and majorities. Instead of taking
responsibility for our choices and letting others do the same, we
point fingers at each other. Self-improvement becomes equated with
turning the guns of government on others, begetting "war" as we
struggle for control of the enforcement agents. Our belief that
selfish others are the problem has turned into a self-fulfilling
prophecy.

By ignoring the voluntary choices ofthe individuals involved, we
presume that we know what is best for them. On the average,
however, individuals make better choices for themselves than we
can by making a uniform choice for everyone. Some employees
prefer to accept a lower hourly wage in return for more benefits,
better working conditions, more flexible hours, proximity to work,
congenial colleagues, etc. On the average, individuals know better
than we how to choose the best combination of wages and benefits
for their particular situation and temperament. With minimum wage
laws, we decrease further the limited choices available to the
disadvantaged.

The Easy Way Out

We have a choice. We can just say "No!" to the aggression of
minimum wage laws and smother the flame of poverty and strife
kindled by special interests. No detailed evaluation of the law or the
proponents' motives is necessary. When we find that our
enforcement agents will be directed against those who are
interacting voluntarily with each other without deceit or violence,



we know that poverty and strife will follow. The means and ends are
intimately related. Nationwide aggression is every bit as destructive
as neighborhood aggression is.

Many people believe that minimum wage laws and other legal
restrictions on employer-employee bargaining helped to eradicate
the deplorable working conditions that existed during the Industrial
Revolution. They fear that doing away with minimum wage laws
could recreate this dire situation. In fact, just the opposite is true.

Nineteenth-century workers and their families had to choose
between a dangerous, uncertain, and backbreaking existence on
their small farms or long hours and low pay in crowded, poorly
maintained factories. The creation of wealth was so inefficient in
those times that almost every waking moment was spent in creating
enough wealth to barely survive. The majority of the choices
available to our ancestors would look barbaric by today's
standards. Our modern, efficient production of life's necessities has
enabled us to work 40-hour weeks, dispense with child labor, and
support those who create no wealth at all. These choices were not
realistic options for most people until the latter half of this century.
If we continue to decrease wealth production with increases in
minimum wages and other forms of aggression, we will find
ourselves faced with these harsh choices once again.

Without minimum wage laws, what will prevent employers from
colluding to pay only slave wages to workers, even when they learn
to create more wealth? The natural balance of the marketplace
ecosystemkeeps employers' greed in check automatically by simply
allowing themto reap as they sow. If it didn't, employers would be
able to pay low wages to workers even when they had experience!
Because employers voluntarily pay more than 90% of the workers
who are 24-65 years of age more than the minimum wage, (4) the
marketplace ecosystemis obviously regulating the marketplace well
without aggression.

Without minimum wage laws, young, inexperienced, or
disadvantaged workers could create niches (jobs) for themselves in
the marketplace ecosystemby offering employers a greater share of
the jointly created wealth in return for training and experience. Since
everyone can create some wealth, everyone could be employed.
Instead of exploiting disadvantaged workers, this win-win
arrangement lets them create some wealth, prove themselves, and
obtain a recommendation. Instead of using their limited resources
for expensive schooling, they are paid to get both training and
experience!

Most job seekers find that the first question a prospective employer
wants answered is "How much experience do you have?"
Employers know that past performance is the best barometer of
future success. In many cases, on-the-job training is more valuable
than education of any kind. Without the aggression of minimum
wage laws, this opportunity would be within everyone's reach.

After becoming proficient, employees could seek higher wages,
another employer, or businesses of their own. Few people stay
where they start. Most employee performance improves with



experience. Low-paying jobs are most often a beginning, not a dead
end. The self-regulating marketplace ecosystem protects the
efficient worker by providing other options. These opportunities
make it difficult for employers to exploit their employees.

An example of this type of regulation occurred after the Civil War.
Many Southern landowners didn't want to have anything to do with
the newly freed blacks. However, wealth creation on their
plantations was much more profitable with hired hands than without
them. Blacks offered to work for less than whites would, making
plantation owners choose between their prejudice and their
pocketbook. Many chose to hire blacks to maximize their creation of
wealth.

At first, the landowners tried to collude to pay the blacks as little as
possible. Even though such action was perfectly legal, the
marketplace ecosystem foiled such plans with its self-regulating
magic. A few landowners soon found that if they paid the best
workers a little bit more than everyone else did, they had their pick
of'the skilled blacks. Experienced workers created more wealth for
the plantation than unskilled ones, so profits increased.
Landowners who paid low wages were alarmed to see their best
workers leaving to work for these more enlightened employers.
They either offered higher wages or found themselves without
help.5 Even whites with deep prejudices found themselves
persuaded by their pocketbook to treat their black hired hands
better than they wanted to. Exploitation of newly emancipated
slaves was limited by the employers' own greed. They were still able
to discriminate (and many still did) but they paid dearly for it. By
allowing themto reap as they sowed, the marketplace ecosystem
taught them the hazards of exploitation and discrimination.

Blacks dissatisfied with working for landowners had other options
as well. They migrated to Northern factories, opened their own
shops, or simply offered their skills to the community as plumbers,
electricians, etc. The marketplace ecosystem protected blacks from
exploitation by the variety of niches (jobs) through which they
could create wealth. As blacks began to gain respect and affluence,
however, these avenues for creating wealth were closed to themby
our well-meaning aggression, as described in the next chapter.

CHAPTER 4

ELIMINATING SMALL BUSINESSES

"Only in America" could penniless immigrants become affluent by starting their own businesses. Today,
our aggression keeps the disadvantaged from following in their footsteps.

The Marketplace Ecosystem: Honoring Our Neighbor's Choice

In the previous chapter, we learned how the marketplace
ecosystem paid higher wages, attracted the best workers, and were



rewarded with the positive feedback of profit. Blacks who felt that
no employer paid what they were worth often had the option of
going into business for themselves as printers, plumbers,
carpenters, or stone cutters. (1) Frequently, blacks found this latter
route was the most rapid way to affluence. Many immigrants
discovered the same thing.

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

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

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

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

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

Aggression Disrupts the Marketplace Ecosystem

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

Take care of your
customers and take
care of your people
and the market will
take care of you.

- Tom Peters and
Nancy Austin, A
PASSION FOR
EXCELLENCE

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

- Walter Williams,
ALL IT TAKES IS
GUTS



Licensing laws instructed the government enforcement agents to
stop, at gunpoint, if necessary, individuals from providing a
service to a willing customer unless they have permission froma
licensing board. By requiring high licensing fees, written
examinations for manual occupations, and excessive schooling or
apprenticeships, licensing boards were able to exclude blacks and
other disadvantaged minorities. Blacks were almost entirely forced
fromthe trades, even the specialties in which they had been well
represented. U.S. citizenship was frequently required to exclude
new immigrants as well. (2)

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

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

The Poor Get Poorer: Discrimination Against the Disadvantaged

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

By 1979, these "gypsy" operatives were believed to be more
numerous than the number of medallion holders.4 As long as they
stayed in the ghetto areas, the government enforcement agents
looked the other way. When the gypsy cabs came into the better
areas, however, medallion holders insisted that the government
enforcement agents prevent the gypsy drivers fromservicing
customers- at gunpoint, if necessary. (5)

We can learn several important lessons fromthe New York
experience. First, the gypsy drivers were almost exclusively
minorities, mostly black and Puerto Rican, (6) yet they were able to
create a substantial amount of wealth, even in their impoverished

DAY CARE LAWS
LIMIT PRIVATE-
HOME CENTERS
THAT PARENTS
LIKE BEST. For
about 17 years,
Susan Suddath kept
other parents'
children in her
home... The state of
Maryland... told her
she would have to
reduce the number of
children, or close
down... her basement
was too low in one
place. Almost 6 feet



areas, by providing a desperately needed service. When we don't
interfere with the marketplace ecosystem, even the ghetto
residents are able to create a significant amount of wealth. Second,
the licensing requirements excluded the disadvantaged from
creating wealth in the better areas of town where more profit was
possible.

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

Other Examples

The interstate trucking industry is regulated in much the same way
as the New York City taxis. The primary criterion for permission to
create wealth by moving goods across state lines is the ability to
afford the license required by the Interstate Commerce
Commission. Voluntary transactions between the trucker and the
customer are forbidden, by law, without such approval. Needless
to say, minorities and the disadvantaged are under represented in
the trucking industry because of these restrictions.7

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

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

At worst, licensing laws harmthe very people they are meant to
help. Licenses to operate day-care centers are not always easy to
get. Some have been denied because the yard was deemed to be
several feet too short! One center had to replace its four smoke
detectors with a five-detector interconnecting system, at a cost of
$2,000. A prospective day-care operator had to remove a wall
because the door was 36 inches wide instead of 38! (9)

The women who succeed in upgrading their homes and working
their way through the red tape (57 forms in Washington, D.C.) (10)
must charge more for their services to make a profit. In North

tall herself, Mrs.
Suddath assured the
inspector she would
be the tallest person
in the room. But he
couldn't bend the
law.

- The Wall Street
Journal, October 26,
1982

...Northrup cited an
Eagle Comptronics
Company incident
where a group of
women, who also
were single parents,
contracted to
assemble electronic
components in their
homes. The State
Labor Department, he
said, closed them
down under the anti-
labor law, so the
work is now
contracted out of the
country and the
women, who were
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themselves and their

families, now are on

welfare.

- Ithaca Journal,
September 11, 1982

The more laws and
restrictions there are,
the poorer people
become.

-Lao-tsu, TAO TE
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Carolina, 25% of'the cost of day care is due to licensing-by-
aggression. (11)

Some women, faced with these increased costs, can no longer
afford to work outside the home. When they try to create wealth
with a home business, licensing laws again hamper them. If they
attempt to cut or even braid the hair of willing clients without
getting several years of training to obtain a license, law
enforcement agents will stop them, at gunpoint, if necessary. (12)
In Chicago, hooking up a home computer to one owned by a
business is illegal. (13) In Massachusetts, no goods and services
can be produced in the home for a business located elsewhere. (14)
Even in areas where home businesses are permitted, no employees
may be allowed. (15)

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

The Rich Get Richer With Our Help!

Ifthe type of licensing laws described above hurt the
disadvantaged without providing any consumer benefits, why do
our legislatures vote for them? Sometimes home businesses are
restricted because of the extra traffic they bring into a residential
area. Except for the day-care center, however, none of the above
examples creates extra traffic.

Home businesses have low overhead and so provide another
avenue for the disadvantaged or part-time worker to create wealth.
Because the overhead is low, products are frequently priced lower
than similar items manufactured by skilled factory labor, giving
consumers an option they wouldn't otherwise have. Although
customers are pleased, factory workers are not. Many licensing
laws are supported by skilled workers who want to keep the
disadvantaged from offering to serve the customer better than
they are willing to.(16)

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

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



consent, the skilled workers (and the serpent) are powerless. The
choice- and the responsibility- belongs to us.

A Lose-Lose Situation

As in all cases of aggression, everyone loses. As we have already
noted, blacks were forbidden to create wealth in their own
businesses after the Civil War. Those restrictions left them
vulnerable to prejudiced employers. Today, the unskilled mother is
similarly discouraged by law from creating wealth through child
care or a home business. The would-be truckers and taxi drivers
who cannot afford a license cannot work in their chosen
profession. Licensing laws, coupled with the minimum wage laws,
frequently keep the disadvantaged fromever getting a start.
Infinite wealth through innumerable job possibilities is limited
and made finite primarily through aggression -through-
government.

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

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

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

As aggression is used to limit the creation of wealth by the
disadvantaged and to augment the income of the advantaged, the
gap between rich and poor widens. Since the disadvantaged create
less wealth than they otherwise would, the society as a whole is
poorer. Now we can begin to understand why the distribution of
wealth is most even in countries with the highest GNP per capita
(e.g., Switzerland and the United States). (17) Countries can



decrease poverty and uneven wealth distribution by abandoning
the aggression that restricts the creation of wealth by the
disadvantaged.

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

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

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

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

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

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

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

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

To survive, those who are not legally permitted to create wealth
demand that the law enforcement agents take some of ours- at
gunpoint, if necessary- as taxes to provide welfare. Our Piece of
the Pie shrinks accordingly.

Both the employed and the unemployed battle to control the force



of law to gain an advantage. Each group attempts to have the guns
of'the law enforcement agents pointed at the other, taking turns
being victims and aggressors. This is not brotherly love; this is
war! The only difference between this war and conventional ones
is that both sides take turns "capturing" the only weapon - the
government. Because each side occasionally "wins," both have
the illusion of gain. The cost of the weaponry of aggression
(lobbying, limiting the creation of wealth, supporting those who
create no wealth) is so high that both sides lose in the long run.

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

The Easy Way Out

In a society without minimum wage or licensing laws,
disadvantaged individuals would not be excluded from creating
wealth, as they are today. Opportunity for on-the-job training with
pay would be readily available. If employers did not give adequate
pay raises to individuals who performed well, the employees would
have the option of starting their own businesses, possibly
competing with their former employer. In this way, the marketplace
ecosystem protects a worker from exploitation.

Approximately 80% of all new jobs are created by small
businesses. (18) Destroying small businesses through the
aggression of licensing laws is the fastest way to destroy jobs. As
small businesses are thwarted, large companies dominate. As jobs
are destroyed, employers get the upper hand. As people become
even poorer, dependence replaces self-sufficiency.

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

If we truly wish to narrow the gap between rich and poor, while
increasing the wealth of all, the most effective thing we can do is
to say "No!" to the aggression of minimum wage and licensing
laws. Instead of interfering in the voluntary transactions of others,
we simply honor our neighbor's choice! It's that simple!

What do we do about those who would exploit or discriminate
against the disadvantaged? When no physical force, fraud, or
theft is involved, we simply let themreap as they sow. Employers
who treat their employees poorly will lose themto the many other
opportunities available when the marketplace ecosystemis free
fromthe aggression of minimum wage and licensing laws.



Employees who stay with an unenlightened employer are either
happy where they are or they aren't sure how to make a move. If
we want to help them, we can encourage themto apply elsewhere,
show themhow to improve their skills, or hire them ourselves.
Such actions require us to get personally involved with the
disadvantaged and to truly show our concern and care. Surely,
action of this type bespeaks brotherly love more than pointing
guns at selfish employers!

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

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

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

CHAPTER 5

HARMING OUR HEALTH

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

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

To understand how this happens, let's review what we know about
the impact of licensing laws. Licensing always lowers the number
of service providers by imposing extra requirements, such as
citizenship, schooling, monetary payments, or apprenticeship for
those wishing to create wealth. In the previous chapter, we saw
how licensing limited the number of taxi drivers and home child-



care providers while increasing the prices charged by those still
legally permitted to create wealth in those professions. Studies
show that whenever the number of service providers goes down,
more people, especially the disadvantaged, either do without the
service or do it themselves. For example, when the number of
plumbers decreases because of licensing laws, retail sales of
plumbing parts go up as people attempt to make their own repairs.
Dental hygiene is poorer in states with the most restrictive
licensing requirements for dentists, because fewer people can
afford regular checkups. For the same reason, the incidence of
blindness increases in areas with the most stringent licensing for
optometrists. Accidental electrocutions go up when licensing
requirements for electricians increase. (1) Licensing laws intended
to protect us can- and do- kill.

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

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

The Marketplace Ecosystem: Honoring Our Neighbor's Choice

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

Aggression Disrupts the Marketplace Ecosys tem
Lowering Quality

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

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

Unfortunately, even today the powerful impact of this second
principle of non-aggression is not recognized or understood. In
Part Il (4s We Forgive Those Who Trespass Against Us: How We
Create Strife in a World of Harmony), we'll learn more about this
principle and how its application would have defused the practice
of medical fraud. For now, however, let's focus on the high price
Anmericans paid by choosing to fight aggression by becoming
aggressors themselves.

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

The licensing boards in each state soon began refusing licenses to

health professionals who had not been trained at one of the
"approved" medical schools. Only half of the existing medical
schools were approved, so most of the others had to close their

doors by 1920.4 By 1932, almost half the medical school applicants

had to be turned away.5 Those who apprenticed, went to
unapproved schools, or developed their own therapies were
stopped- at gunpoint, if necessary- fromhealing.6 As a result, the

number of medical doctors per 100,000 people dropped from 157 in
1900 to 125 by 1929. (7) Specialists, such as midwives, were usually

forbidden to practice unless they had a full-fledged medical
degree. (8)

As medical knowledge expanded, a smaller number of physicians
were available to perform an ever-widening range of services, so
that the shortage created by licensing became even more
pronounced. Just as more people die of electrocution when
licensing requirements restrict the number of electricians, the
decreased number of physicians in the early part of this century
almost certainly resulted in poorer health care, especially for the
disadvantaged.9 Until 1970, the physician to population ratio
remained below what it had been in the early 1900s!7 By 1985, this

figure had risen to 230 per 100,000,10 but the time required for each

patient had dramatically increased as well because of a more
extensive array of procedures, preventative annual physicals, and

1he higher entry
standards imposed by
licensing laws reduce
the supply of
professional
services... The poor
are net losers,
because the
availability of low-
cost service has been
reduced. In essence,
the poor subsidize the
information research
costs of the rich.

- S. David Young,
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more involved diagnostic procedures. Naturally, with more work
and fewer physicians, the price of medical care soared.

One measure of the doctor shortage is the average work week,
estimated at 60 hours for practicing physicians and 80 hours for
those in training. (11) Because of their fewer numbers, physicians
today tend to see a whirlwind of patients in their long working
hours. A transplant surgeon with whom I was collaborating once
asked why I had elected research instead of medicine. My reply,
only half-joking, was that I was unable to function competently
after 48 hours without sleep. He admitted in all seriousness that
one needed such an ability to get through hospital training and to
practice in the more demanding specialties such as his own.

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

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

Only heart disease kills more Americans than cancer. (12) Any
practicing physician can certainly identify it if he or she takes the
time and trouble to investigate. Were the doctors whom my family
and friends visited just too harried to provide that care? Is
physician overwork causing major medical mistakes?

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

Inhibiting Innovation

Shortages and erratic care are only the tip of the proverbial
iceberg. Quality care is compromised in ways other than restricting
the number of physicians. By determining who can practice, the
M.D.-dominated licensing boards define what constitutes
legitimate medicine. In 1938, students of homeopathic, osteopathic,
and chiropractic medical schools could no longer qualify for
licensing as medical doctors.14 Hospitals or medical schools that
dared to employ themrisked losing their approved status. Since
licensing required internship froman approved hospital, loss of
this status caused loss of students and interns necessary to run
the hospital. (15) M.D.s who associated with the "cultists," shared
facilities with them, or referred patients to them would be judged
"unethical,”" thereby risking their own professional standing. (16)
Relying on the advice of licensed M.D.s, insurance companies



sometimes denied reimbursements to alternative practitioners,
making their service much less affordable. (17) Alternative
practitioners were frequently denied other privileges as well. 18 So
blatant were these discriminatory practices that in 1987 the
American Medical Association (AMA) was found guilty under the
antitrust laws of having "conspired to destroy the profession of
chiropractic in the United States" by using the political power
afforded them by licensing laws. (19)

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

Several studies of workers' compensation records have indicated
that chiropractic can be superior to medical treatment with respect
to lost work time and expense of care for certain types of injury.
(20) Chiropractic manipulation, like surgery and drug therapy, is an
important medical specialty.

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

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

The role of nutrition in health and disease is a good illustration.
After 20 years in medical research, seeking causes and cures, I've
seen how difficult it is to give laboratory animals our most
troublesome diseases. For example, when studying the protective
effects of prostaglandins on alcoholic liver disease, an M.D.
collaborator suggested that we use a dietdeficient in key nutrients
to produce a similar syndrome in rats.24 A great deal of evidence
suggests that alcohol damages the liver by inducing nutritional
deficiencies. (25) Most of our peers, however, believed that a
single study had conclusively shown that baboons fed a
supposedly adequate diet could still develop liver damage when
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given alcohol. (26) The control animals gained weight during the
years of the study, while the baboons getting alcohol did not.
Nevertheless, few physician-researchers realized that the failure of
the baboons to thrive suggested that the diet was not adequate.
The laboratory that performed this study demonstrated many
years later that lecithin, a component of many foodstuffs, was able
to partially prevent the alcohol-induced damage and maintain
normal weight! (27)

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

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

Having served on such committees, I have seen why innovative
ideas that do not fit main-stream thinking never get funded. Each
evaluator gives the proposal a score; even a single low rating is
enough to prevent funding. Research in osteopathy or
chiropractic, therefore, receives little funding. Research in
therapeutic nutrition is also severely limited. Even Linus Pauling,
winner of the Nobel Prize for chemistry and for peace, has had
difficulty obtaining federal funding for his research on the use of
Vitamin C to treat cancer. (29)

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

To some extent this situation is unavoidable, since rigorous proof
of a procedure's efficacy takes time, which some patients do not
have. However, through the licensing process, certain types of
unproven procedures (e.g., surgery) are permitted, while others are
arbitrarily banned as quackery. Such unscientific selection has
often led to the comical situation of yesterday's quackery
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Medicine is still in its infancy; there is much that we do not know.
Like it or not, we are human guinea pigs for medical doctors and
alternative practitioners alike. The aggression of licensing laws
limits our options without protecting us fromunproven cures.

History Repeats Itself as the Rich Get Richer with Our Help!

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

Licensing of physicians was largely a result of lobbying by the
AMA. This is not at all unusual: licensing laws are usually
requested, not by consumers complaining about the quality of
service, but by the professionals themselves! Indeed, professional
organizations are frequently founded with the sole purpose of
lobbying for licensing laws. (33)

Why would service providers desire licensing laws designed to
regulate them? Legislators turn to established service providers to
determine what requirements new entrants must satisfy. Not
surprisingly, the established practitioners suggest giving licenses
to those already in practice, setting high standards for new
entrants, and denying approval to practitioners who use different
techniques fromtheirs. Most physicians supported such measures
in the belief that the quality of health care would be improved.
After all, the surgical and pharmaceutical therapies of modem
medicine have indeed contributed to the 25-year increase in life
expectancy gained in this century. (34) Nevertheless, some of the
AMA leadership appeared to be well aware that fewer physicians
meant higher income for those allowed to practice. (35) Evidence
suggests that the pass-fail rate of qualifying examinations may
even be adjusted by the licensing boards to keep numbers of
service providers (including physicians) low. (36) Choice is
diminished, and fees rise accordingly.

Since the AMA controls the licensing boards, it can influence the
behavior of practicing physicians by threatening to revoke their
licenses. Medical doctors giving discounts have been censured by
the AMA to keep physicians' incomes high. (37) When
acupuncture was introduced into the United States, the AMA
attempted to restrict its use to licensed medical doctors. (38) Other
practices that are just as adequately and more economically
performed by paraprofessionals have been grounds for turf
battles. (39)
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Should we then blame the negative effects of physician licensing
on those selfish others who set AMA policy? Of course not! The
AMA leaders simply observed our willingness to use aggression-
through-government for a good cause. Perhaps the last time we
used aggression, the M.D.s were the victims. Like the serpent in
the proverbial Garden of Eden, the AMA tempted us to use
aggression against our neighbors. They only provided us with the
spark the suggestion- of aggression. We fanned the flame into a
raging inferno by instructing our government to enforce the
decisions of the AMA-dominated licensing board. We were ready
to deny our neighbor George access to the medical service of his
choice because of our belief that better service for ourselves
would result. We were content to have practitioners who did not
follow the dictates of the licensing boards labeled as quacks even
if their clients wanted their particular mode of healing. We yielded
to the temptation to benefit ourselves by initiating force against
others. The responsibility belongs to us.

The Poor Get Poorer: Discrimination Against the Disadvantaged

As usual, the poor suffer most fromthe aggression of licensing
laws. Indeed, one of'the concerns of those who spoke against it
was that the poor would be deprived of medicalcare altogether as
costs increased. Rural areas, which could no longer support a full-
time physician, were abandoned. (9) The would-be practitioner
coming froma disadvantaged background was also penalized. In
1910, there were seven medical schools specializing in training
black physicians. By 1944, only two had survived. (40) Women
were excluded from the medical profession in the same manner.

Most medical schools that catered to the working class by
providing flexible training regimens, such as night school and
apprenticeship, were closed. (41) Without the ability to work while
they trained, aspiring physicians fromthe lower classes found
themselves unable to afford the schooling or the time.

A Lose-Lose Situation

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

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

REGULATING THE
PROFESSIONS

...an oversupply of
doctors threatens...
perhaps there is need
for professional birth
control.

-Journal of the
American Medical
Association, 1932

As you increase the
cost of the license to
practice medicine,
you increase the
price at which the
medical service must
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correspondingly
decrease the number
of people who can
afford to buy the
service.

- William Allen Pusey,
AMA President, 1927

The proportion and
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women physicians
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- Stanley J. Gross,
Professor of



The Easy Way Out

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

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

However, the AMA would have to be careful not to certify
carelessly. Otherwise, consumers would no longer give it
credence, and professionals would seek another certifying
organization that consumers trusted.

This natural regulation by the marketplace ecosystemincreases
the number of service providers in areas that use certification
when compared to places without certification or with the
aggression of licensing laws.1 Since the number of practitioners
appears to be the primary determinant of how much quality service
is actually delivered, voluntary certification should increase the
availability of quality health care. Even if this were the only benefit
derived from abandoning the aggression of licensing laws, our
national health would be greatly enhanced. However, more quality
care is only the beginning.

The skyrocketing costs of health care would plummet without the
aggression of licensing. Today, health care professionals spend
much of their time involved in activities that fail to use their skills
fully. For example, numerous studies have shown that nurses and
other non-physicians are able to diagnose and treat common
conditions as competently as licensed medical doctors. (42) The
fees charged by these non-physician professionals would be more
than they receive today, but less than those charged by a
physician today.

Pediatric nurses, for example, are able to give proper medical care
to approximately two-thirds of all childhood cases, referring the
remainder to physicians. (43) Nurses and other non-physician
medical personnel can competently decide whether a respiratory
ailment is a cold, an infection, or a more serious problemthat needs
a doctor's attention. (44) Nurses and other medical personnel could
economically run clinics to monitor blood pressure, serum
cholesterol, and glucose tolerance and could provide feedback to
patients as they alter their lifestyles. Even minor surgery, such as
suturing superficial wounds, can be competently performed by
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trained non-physicians.

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

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

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

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

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

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

The benefits of health care deregulation could be sabotaged by
the aggression of fraud. Practitioners who attempt to deceive
patients by making false claims of certification or qualifications



perturb the natural balance of the marketplace ecosystem, just as
surely as aggression-

through- government does. Chapter 13 (The Other Piece of the
Puzzle) explains how to deal effectively with aggressors without
becoming aggressors ourselves. We'll see how the second
principle of non-aggression, righting our wrongs, restores the
balance while rehabilitating and, more importantly, deterring
aggressors. Before examining this concept in detail, however, more
exploration of our aggression is in order.

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

CHAPTER 6

PROTECTING OURSELVES TO DEATH

By using aggression to avoid medications that harm us, we lose access to life-saving drugs.

A Matter of Life and Death

If our neighbor George were terminally ill, we'd never dream of
entering his home at gunpoint to take away a medicine that might
save him. Similarly, we'd be furious if a family member had an
incurable disease, but George stopped our loved one at gunpoint
fromtaking a medicine that might help. As individuals, we honor
our neighbor's choice. If we think our friends are choosing poorly,
we might try to dissuade them. However, the final decision has to
be left to them, in consultation with a physician, if that's what
they wish. After all, it is their health at stake, not ours. Most of
the time, they will know better than we what is best for them, and
we'll know what's best for us. We practice non-aggression by
taking responsibility for our own choices and by letting others do
the same. Forcing our choices on others is an attempt to take
responsibility for their lives.

When we deal with our community, state, and nation, however,
our attitude is entirely different. Somehow, we think that forcing
our choice on others becomes transformed into benevolence. For
example, we support laws that stop manufacturers- at gunpoint, if
necessary-fromselling medicine that has not been licensed or
approved by the Food and Drug Administration (FDA). We
refuse to honor our neighbor's choice; instead, we instruct our
FDA to make up their minds for themat gunpoint, if necessary.
The effect is the same as if we used such aggression against
George. Life-saving medicines are ripped out of the hands of our
fellow Americans-literally!

AIDS and the Drug Lag

Until July 1988, customs officials took dextran sulfate away from



AIDS victims who were returning to the United States after
traveling all the way to Japan to purchase it. (1) At the time, no
one knew if dextran sulfate could cure AIDS, but it did prevent
the HIV virus from attacking white blood cells in a test tube. (2) If
dextran sulfate prevented this attachment in a person's body, it
might have stopped the virus fromdestroying its victim's immune
system. Until it was proven to work, the FDA kept it frombeing
sold in the United States-at gunpoint, if necessary.

Many AIDS victims didn't feel that they had time to wait until all
the testing was done. Since they were the ones most affected by a
decision-right or wrong-they thought we should honor their
choice. Unfortunately for the AIDS patients, our laws dictated
otherwise. As the Customs officials confiscated their new hope at
gunpoint, the true impact of our aggression was unveiled. Our
food and drug laws can kill if they delay life-saving therapies from
reaching terminally ill individuals.

The spectacle of the AIDS victims being denied drugs that might
be beneficial to them has helped us to see the results of our
aggression clearly. FDA Commissioner Frank Young
courageously began allowing individuals under a doctor's care to
import medications from other countries for personal use. (3)
Many of these pharmaceuticals are not sold here be-cause of the
"drug lag" our laws have created.

Thus, the United States gets most new medications long after
they are available in other countries, because our licensing laws
are the most aggressive in the world. The FDA requires
manufacturers to perform many years of testing, with costs
estimated at $200 million. (4) The manufacturer ships truckloads of
data to the FDA, which then takes an average of two and a half
years to decide if enough testing has been done. (5) Meanwhile,
people whose lives might hang in the balance are prohibited-at
gunpoint, if necessary-frombuying the new drug. Like all
licensing laws, regulations governing our pharmaceuticals
decrease the availability of new drugs and increase their cost
greatly.

We all want the medicine we take to be tested thoroughly to be
sure it's safe and effective. We also want breakthrough therapies
as soon as possible to alleviate pain and suffering. Testing takes
time and delays the availability of a new medicinal drug. If we wait
for testing, we may suffer (or even die) for lack of treatment. If we
don't wait for testing, we may take a cure that's worse than the
disease. How do we decide what's best?

The Marketplace Ecosystem: Honoring OQur Neighbor's Choice

Before 1938, Americans decided by themselves, or in consultation
with their physician or pharmacist, which medicines were best for
them. To aid the consumers and their physicians in evaluating
pharmaceuticals, independent groups, notably the American
Medical Association and Consumers' Research, first began
evaluating and then testing pharmaceutical products. Other
evaluations by physicians and pharmacists were reported in their
trade journals and special lay publications as information about



specific remedies emerged. (6) Intermittent articles appeared in
Ladies' Home Journal and Collier's to alert readers to the
dangers of specific products, (7) as did books written for the same
purpose. (8) In 1904, the General Federation of Women's Clubs
sent out thousands of letters, promoted lectures and exhibits, and
distributed information to educate the public about specific
problems. (9) Even when the modern pharmaceutical industry was
in its infancy, the marketplace ecosystemresponded naturally to
protect the consumer. On the basis of these independent
opinions, Americans made choices about which medications to
take and honored their neighbor's choice.

Much of'the drug toxicity observed in those days dealt with side
effects that were not predictable from state-of-the-art knowledge.
For example, we now know that some drugs are perfectly safe
when given once or twice, but can be quite toxic if taken often.
Earlier in this century, however, the frequency of'this effect was
not appreciated. As a result, more than 100 people who repeatedly
used local antiseptics containing silver salts developed a blue-
gray caste to their skin. (10) Thallium, a component of rat killer,
was successfully used to treat ringworm. When applied routinely
as a depilatory cream, however, at least 32 women died of'its toxic
effects. (11) Because of such incidents, multiple doses of modern
pharma-ceuticals are tested in animals before recommending even
a single dose to humans.

Unfortunately, drug toxicity cannot always be predicted by animal
testing. Animals can be unaffected by drugs that can cause
devasta-ting side effects in people. Dinitrophenol, used as a diet
pillin the early 1930s, caused cataracts in 177 women, but none in
the test animals. (12) In the early 1930s, amidopyrine killed 1,600
people in the United States, while the Spanish, with different
genetic ancestry, were unaffected. (13) Because of a genetic
sensitivity, paraphenylenediamine caused blindness in (1) out of
every 120 women who colored their eyelashes with Lash Lure.
(14) These idiosyncratic effects are not seen in animal studies and
are not readily predictable even today.

The bottom line is that there is no such thing as a drug that is
safe for everyone. Even life-saving penicillin has killed those who
were allergic to it. The risk of experiencing an unpredictable side
effect has to be weighed against the benefits each individual
hopes to get. Before the aggression of FDA licensing laws, every
individual did exactly that, and let others do the same. Individuals
honored their neighbor's choice. Some people were willing to take
more risks than others; some did not like the idea of taking any
drugs at all. Each person took responsibility for his or her choice
and honored the choices of others.

Most manufacturers realized that killing the customer was bad for
business, and did safety testing before marketing their drugs.
Careful manufacturers wooed the public and increased profits by
advertising that "We have never yet had reported a case of
sudden death following the use of our Antitoxin," or that their
products had been tested and approved by various outside
laboratories. (15) Brand name loyalty rewarded the drug
manufacturer who always gave the customer what was promised.



Manufacturers reaped as they sowed. Producers of questionable
products simply had too few customers to stay in business. (16)

However, a few manufacturers were not so careful. Elixir
Sulfanilamide was the most tragic example of this. It contained a
safe drug, dissolved in an unsafe solvent, which was not tested
before its sale in 1937. As a result, 107 people died. (17) The
AMA had not granted the Elixir its Seal of Approval;18 the
marketplace ecosystem protected those who cautiously awaited
further testing, while honoring the choice of those who believed
the risk of taking a product that had not been independently
evaluated was warranted.

This incident showed Americans how important a critical
evaluation of pharmaceuticals could be. Had the marketplace
ecosystembeen kept free fromaggression, the AMA and other
independent evaluators probably would have extended their drug
evaluations in the wake of the Elixir Sulfanilamide tragedy.
Charging manufacturers a fee for examining their products could
have funded such a system. Careful consumers could choose to
buy only approved products.

Manufacturers who fraudulently misrepresented their products
should have been required to compensate victims or their families
as described in Chapter 13 (The Other Piece of the Puzzle). Such
compensation would not only help to undo the damage, but it
would deter future aggression. Even in the case of death, a
monetary settlement to the victim's family is better than no
restitution at all! Unfortunately, Americans took another tactic.
They decided to try to deter aggressors by becoming aggressors
themselves. In doing so, they created a cure worse than the
disease.

Aggression Disrupts the Marketplace Ecosys tem

In 1938, laws were passed demanding that each manufacturer
obtain approval fromthe FDA (i.e., a license) before selling each
drug. (19) The FDA relied primarily on its evaluation ofthe safety
testing performed by the manufacturer. If individuals wanted to
buy the drug before the FDA was satisfied, government
enforcement agents would stop the manufacturer-at gunpoint, if
necessary-fromselling it to them. As the FDA demanded more
and more testing, many small manufacturers of folk remedies
closed their doors, eliminating diversity of products and favoring
larger firms. As a society, we no longer honored our neigh-bor's
choice; instead, we used aggression to force others to do things
our way "for their own good." As the number of tests grew, so
did the time taken to performthem. As with all licensing
restrictions, the availability of new therapies decreased.

The Ilusion of Protection: Thalidomide

New drugs usually appeared on U.S. pharmacy shelves many
years after they had been sold overseas in countries with less-
aggressive licensing laws. Sometimes this drug lag protected us
from pharmaceuticals with side effects that were difficult to
predict through animal studies. Thalidomide, for example, was
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marketed in Europe for several years as a sedative while its
manufacturer sought approval to sell it in the United States. In the
early 1960s, the sensitivity of an unborn child to drugs that are
quite safe for the mother was not widely appreciated, so doctors
began prescribing thalidomide to pregnant women, even though
no safety testing had been done in pregnant animals. Thalidomide
prevents normal development of arms and legs in unborn humans,
monkeys, and a single strain of rabbit. (20) If animal testing had
been performed in standard test animals (rats and dogs),
thalidomide probably would have appeared to be safe.
Unfortunately, for human babies, it was not. Approximately 12,000
European children were born with deformed limbs. (21) Few
Anmerican babies were affected, because only a few test samples
had been distributed in this country. The FDA physician who had
delayed its approval was given a Presidential award. (22) By such
feedback, we instructed the FDA to give us safety by aggression-
at the cost of our very lives.

While other countries did not react to the thalidomide tragedy by
changing their licensing laws substantially, Congress gave the
FDA a mandate to use more aggression. Manufacturers had to
complete extensive human tests to demonstrate that their drugs
were effective. (23)

Naturally, manufacturers already did such tests, but not the
elaborate way that the FDA demanded. Longer and larger studies
had to be undertaken. Foreign testing was only infrequently
considered acceptable to the FDA, forcing manufacturers to
repeat studies that had been done elsewhere. In the meantime,
manufacturers would be stopped-at gunpoint, if necessary-from
selling such drugs.

Did these additional tests save us fromdrugs that were
ineffective? Apparently not! Studies suggest that consumer
waste from purchasing ineffective drugs changed little after the
additional studies were mandated in 1962. (24) Evidently, patients
and physicians are usually able to tell if a drug has the desired
effects and will stop using it if it doesn't work. Companies
desiring the positive feedback of profit quickly find that they
must please their customers.

Did the 1962 regulations save us frommore side effects?
Apparently not: the percentage of newly approved drugs taken
off the market in the United States was the same as in Great
Britain, which did not substantially change its licensing
procedures in the immediate aftermath of thalidomide. (25)

Paying with Our Lives

While the British continued to enjoy many new drugs to treat
their illnesses, only half of these were available to Americans, and
only after many more years of waiting. (26) One of these new
drugs denied to Americans was propranolol, the first beta-blocker
to be used extensively to treat angina and hypertension. In the
three years between introduction into the United Kingdom and
the United States, approximately 10,000 Americans died
needlessly every year, (27) because it was against the law for their
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doctors to treat them with propranolol. Even in 1968 when
propranolol became available in the United States, it was
approved only for minor uses. Advertising propranolol as a
treatment for angina or hypertension was illegal until 1973 and
1976, respectively, so countless other Americans died because
their doctors hesitated to prescribe the drug for a use that was
still unapproved by the FDA. When the FDA finally gave
approval, it was criticized by a congressional committee for
exposing the American public to a drug with potential side
effects! (28) Since every drug has side effects in some individuals,
asking the FDA to license only drugs that are completely safe is
asking themto approve no drugs at all!

Our aggression, applied to this single drug, cost at least 30,000
Anmerican lives. Britain also practices the aggression of licensing
laws, but to a lesser extent than the United States. Thousands
more lives might have been saved if no aggression were present
at all.

Deaths We Can Only Guess At

The more tests that a pharmaceutical firm has to perform, the
longer it takes. Extra years of testing mean that drugs cannot be
sold until the patent on them has almost expired. Thus, companies
focus on drugs that can be used widely, and do little research on
cures for less widespread diseases. Unpatentable therapies, such
as vitamin and mineral regimens, are not studied or developed,
because the manufacturer cannot recover the cost of FDA-
mandated testing without some exclusivity.

As aresearcher in a major pharmaceutical firm, [ have been
intimately involved with the licensing laws governing the
marketing of therapeutic drugs. Some of my work dealt with the
natural prostaglandin hormones or their synthetic analogs, which
could partially prevent the deleterious effects of various toxins on
the liver. (29) More than 100,000 people die each year from
alcoholic liver disease for which bed rest and abstinence are the
only, and often ineffective, treatments. I approached management
with a win-win idea: test whether prostaglandins added to
alcoholic beverages would lessen the chance of alcoholic liver
disease. My employer would profit while it helped to prevent
illness and death.

Unfortunately, the FDA would never permit such a thing, for it
would appear as if we were encouraging people to drink. A major
distiller was reputed to have tried to add vitamin B-1 to alcoholic
beverages with the same end in mind and was met with a negative
reception by the regulatory agencies. (30) We might be able to
develop the prostaglandin as a pill to be taken daily by the
drinker, but it would require a prescription; people who were
ashamed to tell their doctor they drank a lot might forgo the
medication. If we decided to go ahead, we still had to do the
studies that the FDA required to show that it worked with 95%
certainty. Since alcoholic liver disease takes years to develop and
probably many years to cure, we would have to study hundreds
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of individuals over several years. Not only would this be costly,
but heavy drinkers don't always take their medicine regularly. To
ensure that we had enough individuals who actually got the
prostaglandin, we'd need even more study participants.
Furthermore, we weren't sure exactly how to measure our
progress, other than waiting for people to die, because no other
drugs had been successful in alleviating this damage. We might
collect data for years only to find out that we had only enough
patients to show that it worked with only 80% certainty-not good
enough for the FDA. Meanwhile, our patent would be close to
expiration. Without patent protection, we could not re-cover the
cost of all these studies. Generic manufacturers would undersell
us because they would not need to recover the gargantuan cost
of testing. The win-win situation evaporated with the aggression
of licensing laws, since we could not legally sell the prostaglandin
as a drug that might work. My employer lost only a source of
profit; people with alcoholic liver disease continue to lose their
lives, perhaps needlessly.

Unfortunately, this story is not unique. Aspirin deforms the
unborn young of almost every animal species but humans (31)
and could not be marketed today if it had to go through FDA
evaluations as a new drug! Penicillin, digitalis, and fluroxene
might have met a similar fate, (32) costing thousands upon
thousands oflives. Many more lives have probably been lost by
the aggression of licensing laws than have been saved.

A Lose-Lose Situation

We never intended that licensing laws should kill. We wanted
only to protect ourselves fromselfish others who might sell us
something that would kill instead of cure. What went wrong?

We chose the aggressive means of licensing laws, which led us to
health care poverty. Just as physician licensing limits the number
of practitioners, and thereby lowers the quality of care delivered,
so too does licensing of drugs lower the availability and raise the
cost of life-saving pharmaceuticals.

A two-year delay in a cancer therapy that reduces mortality by
only 10% would cost about 66,000 American lives (33)-many,
many more than have died fromall the drug toxicity in this
century. The great loss of life caused by the delay of the single
drug, propranolol, was a tragic, real-life example of the fruits of
aggression. Before licensing laws, the largest example of
manufacturer neglect was the unnecessary deaths of 107 people
taking Elixir Sulfanilamide. The marketplace ecosystem, when free
fromaggression, is the best consumer protection of all.

Just as physician licensing created a cartel that excludes
innovators and keeps fees high, so too do large pharmaceutical
firms profit at the expense of the small ones. The increasing cost
of development imposed by our aggressive regulations puts the
smaller firms at a disadvantage. (34) As requirements increase,
mergers become necessary and the number of firms decreases. A
few large firms dominate the industry when newcomers are
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excluded by the high cost of satisfying the FDA. The price of
each drug that is marketed reflects these incredible costs.

The advantage of the large pharmaceutical firms is largely an
illusion, however. Their taxes are increased to pay the salaries of
the law enforcement agents, who produce no new wealth.
Creation of wealth is compromised as the health of the nation
deteriorates. Even if the large manufacturers have a bigger piece
ofthe Wealth Pie, its absolute size is less than it would be
without aggression. Nobody wins.

The real tragedy affects everyone, including those in the
pharmaceutical cartel and the FDA itself. When our loved ones
are dying of "incurable" diseases, we all pay the ultimate price
for our aggression. Perhaps we should consider a better way.

The Easy Way Out

Iflicensing laws do us more harmthan good, how do we ensure
that our drugs are safe and effective?

Ifthe aggression of licensing laws ended, patients and their
physicians could buy whichever drugs they felt might be helpful,
regardless of'the stage of testing. Since they could not
competently evaluate every drug for themselves, they would
probably rely on a professional or consumer's group for a status
report on pharmaceuticals they were considering. Patients and
physicians could choose to defer to one of these "authorities,"
but none could force adherence to their verdict.

Such advisory groups operated in this country before the
introduction of the licensing laws. The AMA's Seal of Approval
Program and Consumers' Research actually tested
pharmaceuticals and cosmetics in their own laboratories instead
of simply reviewing manufacturer testing, as the FDA does now.
Elixir Sulfanilamide had not been approved by the AMA; (18)
patients and/or their doctors who waited for the Seal of Approval
before purchasing new drugs were protected fromits lethal
effects. The marketplace ecosystem protected them without
aggression and without denying access to life-saving
pharmaceuticals that they may have chosen before AMA
approval.

Modem testing or evaluation groups might be funded by
concerned citizens such as the Women's Clubs of the past,
operate for the benefit of its members as the AMA and
Consumers' Research did, charge the manufacturer an evaluation
fee, or provide information to individuals for a small charge. The
positive feedback of profit would encourage testing by several
groups. We would have independent evaluations, rather than an
examination of the manufacturer's data by the FDA alone.

An example of modern day independent drug evaluations is the
Medical Letter on Drugs and Therapeutics, whose revenue is
derived totally from subscriptions to doctors, medical students,
pharmacists, and pharmaceutical companies. (35) By reversing the
aggression of licensing laws (i.e., deregulation), we would enjoy a



much wider range of safe and effective therapeutic drugs than we
do today.

However, the benefits of deregulation can be sabotaged by the
aggression of fraud. Drug companies that attempt to deceive
consumers by falsely claiming that they have certification or seals
of approval perturb the natural balance of the marketplace
ecosystem. In Chapter 13 (The Other Piece of the Puzzle), we'll
learn how the second principle of non-aggression-righting our
wrongs-restores the balance while deterring future aggression.
Before examining this concept in detail, however, we need to
explore more fully the problems that our own aggression creates.

CHAPTER 7

US

CREATING MONOPOLIES THAT CONTROL

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

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

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

The Pyramid of Power

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

When we add a layer of aggression in the form of licensing laws
or regulations, some goods and services are outlawed by the
licensing agencies. As a result, First Layer goods and services are
not as broad and wide as the Base. Prices go up as availability
goes down. Consumers' choices are limited to licensed items or
those they can provide themselves.

Monopoly: A right
granted by a
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exclusive control over
a specified commercial
activity to a single
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-AMERICAN
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Bureaucratic Rule of
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First Layer aggression, described in the previous two chapters,
gives the AMA and FDA control of our health care options.
When we are ill, they literally have the power of life and death
overus.

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

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

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

Aggression-through-government is the tool through which each
successive layer of aggression is added. That's why Ralph Nader
and his associates refer to government as "Uncle Sam, the
Monopoly Man."1 This contrasts with the popular belief that the
free market creates and sustains monopolies. Let's take a look at
history and examine this belief further.

The Marketplace Ecosystem: Honoring Our Neighbor's Choice

Occasionally, consumers vote with their dollars to give their
business almost exclusively to one service provider. John D.
Rocke-feller, for example, through efficiency and innovation,
helped lower the price of kerosene from $0.58 to $0.08 per gallon
between 1865 and 1885.2 His workers were loyal, hard working,
and well paid; Rockefeller, an enlightened employer, was one of
the first to initiate a retirement plan. (3) Because he shared the
jointly created wealth with his workers, they were highly
motivated. Standard Oil scientists developed better refining
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methods (e.g.,"cracking") (4); found a way to use culm, a by-
product of coal mining, for fuel; (5) and learned how to purify oil
contaminated with sulfur.6 Before these developments, only the
well-to-do could afford the expensive candles or whale oil for
nighttime illumination. With these innovations, kerosene, for a
penny per hour, transformed evening activities for Americans of
more limited means. (7) Americans voted with their dollars to make
Rockefeller's Standard Oil their kerosene provider; by 1879, it had
90% of'the refining business. (8)

In spite of its prominence, Standard Oil was unable to raise prices
without encouraging fledgling competitors to lure customers
away by selling for less. The marketplace ecosystem, free fromthe
aggression of licensing laws, protected the consumer frombeing
overcharged. Rockefeller tried to organize independent oil refiners
to keep the price of oil high (9) in much the same way that
Southern landowners had colluded to pay slave wages to blacks
after the Civil War. Just as some landowners found they could
profit by paying their workers a little more than anyone else,
refiners who lowered their prices were able to attract more
business. Without the help of government enforcement to make
the oil refiners cooperate, Rockefeller found that the marketplace
ecosystem, when free fromaggression, regulated his attempts to
exploit his customers.

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

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

Barely four years after attaining 90% of the market, Standard Oil's
competitors had doubled their volume.8 In 1884, almost 100
refineries were processing 23% of the crude. (10) Competition also
began to stiffen on the international front. In 1882, Standard
refined 85% of the world's oil; by 1888, Russian oil had cut
Standard's world market share to 53%. (11)

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

Of course, being large gave Rockefeller certain advantages. The
railroads gave Rockefeller special shipping rates because of the
volume and steadiness of his business. Although his competitors
objected, the railroads offered the same discounts to any other
firm who could give them as much business. (13) No other
companies could match the volume of Standard or get the
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discount.

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

Without permission from the American citizenry to use law
enforcement agents to stop his competitors - at gunpoint, if
necessary - Rockefeller was unable to maintain his monopoly -
even if he practiced deception. By 1911, Standard refined only
64% of'the available petroleumin contrast to the 90% it refined 32
years earlier. The competition included Gulf, Texaco, Union, Pure,
and Shell.15 More and more consumers turned to natural gas and
electricity. The marketplace ecosystem, free fromthe aggression
of licensing laws, ensured that Rockefeller could keep his
monopoly only as long as he could serve consumers best. Like
other natural ecosystems, the marketplace ecosystemis self-
regulating.

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

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

American consumers to use aggression against its competitors.

Before 1894, Bell Telephone's patents protected it from
competition by other firms. Its growth averaged 16% per year;
annual profits approached 40% of'its capital. (16) Bell catered
primarily to the business sector and the wealthy. When the
patents expired, other companies began providing affordable
telephone service to the middle class and rural areas.17 The
independents charged less since customers could call only those
serviced by the same company. Consumers were evidently
pleased to make such a tradeoff; by 1907, some 20,000
independents controlled half of all the new telephone
installations. The number of phones zoomed from 266,000 in 1893
to 6.1 million in 1907. The independents matched Bell's monopoly
market share in 14 short years. (16,18)

Competition fromthe independents had caused annual Bell
profits to plummet from40% to 8%16 as many consumers chose
the independents who served thembest. The marketplace
ecosystemwas again protecting consumers from monopoly
profits.

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

Aggression Disrupts the Marketplace Ecosys tem
The Big Get Bigger

Theodore Vail, Bell's new chairman, was determined to regain a
monopoly market. He asked Americans to use the aggression of
exclusive licensing against the independents that had served
themso well. He claimed that competition caused duplication and
penalized the customer (i.e., telephone service was a "natural”
monopoly). (19) Had this been true, the independents would
never have been able to lure customers fromthe established Bell
monopoly in the first place!

If our neighbor George asked us to stop - at gunpoint, if
necessary-everyone other than himself who tried to provide
services to willing customers, we'd probably be very suspicious
of his motives. Nevertheless, by 1910, Americans were persuaded
to accept Bell's proposal. The government of each local
community would allow only one telephone company to operate
in that region. Other companies would be stopped-at gunpoint, if
necessary-fromproviding service to willing customers. Since Bell
was the largest single company, it was in the best position to
lobby the state utility commissions effectively and was almost
always chosen over the independents.

Consumer Exploitation

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

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

- Gabriel Kolko, THE
TRIUMPH OF
CONSERVATISM



Our aggression cost more than excessive charges for phone
service. As the wealth of AT&T increased and its research had an
impact on other industries, the Justice Department brought
antitrust suits with our tax dollars to keep AT&T out of radio,
television, and movies. (24) In addition to paying higher prices,
Anmericans paid taxes to regulate the monopoly (estimated costs
of $1.1 billion per year). (25) In the marketplace ecosystem free

fromaggression, none of these expenses would be necessary. Monopoly favors the
rich (on the whole)

In 1984, an antitrust suit, paid for with our tax dollars, eliminated Just as competition (on

AT&T's 75-year monopoly in long-distance service. As new long- the whole) favors the

distance companies served the consumer better for less, rates poor.

plummeted 30% over the next five years. (26) The marketplace

ecosystemprotected consumers well when aggression was - George Watson,

outlawed. However, the cost of local service, still monopolized by Journal of Economic

exclusive licensing, went up 50% during the same period! (27) Affairs
Seven of the "Baby Bells," which were split off from AT&T by

the antitrust ruling, earned 25% more than the top 1,000 U.S. firms

in 1987. (28) Why? Local phone companies were allowed to

charge extra fees as compensation for loss of AT&T's long

distance monopoly! (28) Not only do we pay higher prices to the

local phone monopoly, we also pay for its regulation, for antitrust

suits to break it up, and compensation for no longer getting

monopoly status! Is this consumer protection?

Although other companies cannot sell local phone service, they
are allowed to bypass AT&T's network by using their own phone
lines, microwave routing, or satellite systems. By the late 1980s,
more business phones were serviced through private exchanges
than by conventional phone lines. (29) Businesses find these
systems more economical, suggesting that once again the
consumer is being overcharged by the local telephone monopoly.
Even the Federal Communications Commission, the government
agency in charge of regulating AT&T, bypasses the local phone
network! (30) What a shame that the aggression of licensing laws
keeps the average consumer from taking advantage of the cost
savings of these innovative technologies!

The telephone industry is just one example of a natural monopoly
that is not so natural after all. If an industry profits by being large,
smaller companies will find it in their best interest to merge or
cooperate with each other as the independent telephone
companies did. The aggression of monopoly licensing is neither
necessary nor desirable. When consumers are not allowed to vote
with their dollars for the service provider that pleases them the
most, customer-pleasing goes down and costs go up. The
regulator of the marketplace ecosystem, the consumer, is
bypassed.

Even when we lower the guns of government just enough to
permit one other choice of service provider, the consumer is
empowered. Quality service costs less. For example, in the few
cities that license two power companies instead of one, prices are
lower than regions where only one company is permitted to
provide service. (31) Unfortunately, higher costs are only a small
part of the price we pay for our aggression.



Aggression's Environmental Impact

Phone books and newspapers are a large part of the 40-50% of
waste paper in landfills. (32) The French are well on their way to
eliminating this refuse through videotext, an electronic phone
directory and newspaper delivered through the phone line. (33)
AT&T would like to make this service available to Americans, but
it has been stopped from entering the information services area
for the same reason it was prevented fromengaging in TV and
radio-as a legal monopoly it enjoys an unfair advantage over
independent service providers. In trying to control others, AT&T
now finds itself controlled!

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

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

The Easy Way Out

Fortunately, the financial and ecological costs of monopolies
maintained by aggression are so obvious and devastating that
they are beginning to be dismantled. For example, in 1978,
Congress decided that the utilities' monopoly in generation of
electricity would end, even though the monopoly in distribution
would continue. Public utilities must now buy electricity at
favorable rates from power plants that rely on renewable sources
such as wind, water, or cogeneration from steam. Small local
power plants are springing up that run on fuel as diverse as cow
dung and old tires!35 Before this time, if you had wanted to put
up a windmill and sell your extra electricity to George and other
neighbors, you would have been stopped- at gunpoint, if
necessary- to protect the "natural" utility monopoly. In some
locales, you can now sell your extra electricity, but only to the
company that has the local monopoly. Even rejecting some of the
aggression that we've supported in the past can make a
significant impact on our energy dependence. As we reverse the
aggression of licensing laws further (i.e., deregulate), we'll enjoy
the benefits of honoring our neighbor's choice.

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



CHAPTER 8

DESTROYING THE ENVIRONMENT

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

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

Increasing Costs

Public services on the average cost twice as much as the same
service provided by the private sector. (1) Bureaucrats have little
incentive for efficiency when consumers must pay for the
service, whether they use it or not. The proof of this inefficiency
is the enormous savings enjoyed when public services are
contracted out to private firms instead of being performed by
government employees. California cities save between 37% and
96% by contracting out their street cleaning, janitorial services,
trash collection, traffic signal repairs, grass cutting, and street
maintenance/overlay construction. (2 )Private municipal transit
service saves taxpayers30to50%. (3) Savings have also been
realized in various locales by contracting out fire protection, (4)
emergency ambulance service, (5) building or operation of water
and sewage treatment plants, (6) and solid waste recycling. (7)
The monopoly services are still subsidized, but to a lesser extent.

Encouraging Waste

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

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

Ifwe can prevent the
Government from
wasting the labors of
the people under the
pretense of caring for
them, they will be

happy.

- Thomas Jefferson,
author of the
Declaration of
Independence

Forces which impede
innovation in a public
service institution are
inherent in it, integral
to it, and inseparable
from it.

- Peter Drucker,
INNOVATION AND
ENTREPENEURSHIP



could be more natural?
Discouraging Conservation

Ownership and distribution of water is most often a government
monopoly subsidized by our taxdollars. In California's San
Joaquin Valley, 4.5 million acres of once-desert farmland is
irrigated by subsidized water. Our tax dollars, taken- at gunpoint,
if necessary- were used to construct dams for irrigators, pay
many of their delivery costs, and support zero-interest loans so
that farmers pay only about 10% of the water's market value! (10)
These subsidies encourage wasteful over-irrigation, resulting in
soil erosion, salt build-up, and toxic levels of selenium in the run-
off. Kesterson Wildlife Reservoir has been virtually destroyed
by irrigation-induced selenium build-up, which now threatens
San Francisco Bay as well. (11)

As long as our taxdollars subsidize the irrigators, however, they
have little financial incentive to instill drip sprinkler systems or
other conservation devices. As a result, less water is available
for other uses, so prices increase for everyone else. Without
subsidies, irrigators would be motivated to conserve water,
which is desperately needed in California's coastal cities for
domestic use.

Destroying the Environment

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

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

Much of our country was settled this way. On 42% of U.S.
territory, however, the government prevented the creation of
wealth through homesteading- at gunpoint, if necessary. (12)
Such widespread aggression has an impact similar to the
exclusive licensing characteristic of the Second Layer of the
Pyramid of Power. Adding subsidies through the aggression of
taxation gives governmental administration of range land,
forests, and parks many of the characteristics of Third Layer
aggression.

Ifthe guns of government were used only to prevent



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

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

Overgrazing the Range

The incentives are very different for the congressional
representatives who oversee the Bureau of Land Management.
To appreciate their perspective, we should listen in on an
imaginary conversation between a congressman and some of his
constituents.

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

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

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

The congressman sighs and gives in. After all, the ranchers gain
immensely if allowed to graze cattle on the land he controls.
They have every incentive to make good their threats and their



promises. The people who might prefer to let the land simply
remain au naturale do not benefit financially fromdoing so.
While the ranchers will share the money they make fromthe
rangeland with the congressman, no profit is generated by
maintaining the status quo. Ifanyone objects, the congressman
and the ranchers can use the money generated fromthe range to
finance its own destruction.

The congressman tries to get a coalition of his colleagues
together to encourage changes in the way the Bureau of Land
Management (BLM) operates. He finds that some of their
constituents have similar desires for the construction of a dam,
access to timberland, etc. He agrees to help them change the
policies that control resources in their area in return for their
agreement to help him with the Bureau of Land Management,
which controls an area almost twice the size of Texas, including
nearly all of Alaska and Nevada. (13) Naturally, these changes
set precedents for all the resources controlled by the BLM, not
just the ones in this congressman's district.

Because of these skewed incentives, almost half of these lands
are rented out to ranchers for grazing cattle at one-fifth to one-
tenth the rate of private grazing land. (14) By 1964, three million
additional acres had been cleared by "chaining" (15) to create
more rentable rangeland. Because the ranchers and their
representatives cannot profit by protecting the land, they have
little incentive to do so. As early as 1925, studies demonstrated
the inevitable result: on overgrazed public ranges, cattle were
twice as likely to die and had half as many calves as animals
raised on private lands. (16)

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

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

Logging the Forests

As subsidies increase, so does the environmental destruction.
Most of'the trees in our national forests wouldn't be logged



(SS)

without subsidies, because the cost of building the roads
necessary to transport the timber exceeds the value of the
lumber. Once again, however, the special interests found a way
to use the aggression of subsidy to their own advantage. Let's
listen to an imaginary conversation between the timber
companies and their congresswoman.

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

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

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

As aresult, the U.S. Forest Service, which has custody of forest
and rangeland covering an area larger than Texas, uses our tax
dollars to log the national forests. By 1985, almost 350,000 miles
of logging roads had been constructed in the national forests-
eight times more than the total mileage of the U.S. Interstate
Highway System! (19) Construction of roads requires stripping
the mountainous terrain of its vegetation, causing massive
erosion. In the northern Rockies, trout and salmon streams are
threatened by the resulting silt. Wildlife and fragile ecosystems

are disturbed. (20) The most
entrepreneurial, the
The Forest Service typically receives 20 cents for every dollar most innovative people
spent on roads, logging, and timber management. (21) Even behave like the worst
though the timber companies are charged for the cost of time serving
reforestation, 50% ofthese funds go for "overhead". (22) bureaucrats or power
hungry politicians 6
While logging vehicles are encouraged, hikers are discouraged. months after they have
Even though the number of backpackers increased more than ten taken over the
times between the 1940s and the 1980s, trails in the national management of a
forests dropped from 144,000 miles to under 100,000. (23) public service
institution, particularly
Should we blame the timber companies and their congressional ifit is a government

representatives for this travesty? Hardly! After all. if we sanction agency. Forces which



aggression to prevent homesteading, we take the profit out of impede innovation in a

protecting the forest. The nation's largest private landowner, public service
Inter-national Paper, carefully balances backpacking and other institution are inherent
forest recreation with logging. In the Southeast, 25% of'its profit in it, integral to it, and
is fromrecreational use. (24) When we honor the choices of inseparable from it.
others, they profit fromhonoring ours.

- Peter Drucker,
Slaughtering Wildlife INNOVATION AND

ENTREPENEURSHIP

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

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

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

For example, Yellowstone, the crown jewel of the national park
system, has been torn apart by conflicts of interest. In 1915, the
Park Service decided to eradicate the Yellowstone wolves, which
were deemed to be a menace to the elk, deer, antelope, and
mountain sheep that visitors liked to see. (27) Park employees
were permitted to keep or sell hides from wolves they had
trapped as an inducement to hunt them. Eventually, the fox, lynx,
marten, and fisher were added to the list. (28) Without predators,
the hoofed mammals flourished and began to compete with each
other for food. The larger elk eventually drove out the white-
tailed deer, the mule deer, the bighorn sheep, and the pronghom.
As their numbers increased, the elk ate the willow and aspen
around the river banks and trampled the area so that seedlings
could not regenerate. Without the willow and aspen, the beaver
population dwindled. Without the beavers and the ponds they
created, water fowl, mink, and otter were threatened. The clear
water needed by the trout disappeared along with the beaver
dams. Without the ponds, the water table was lowered,
decreasing the vegetation growth required to sustain many other



species. When they realized their mistake, the Park officials
began removing the elk (58,000 between 1935 and 1961). (29)

Meanwhile, the elk overgrazed, greatly reducing the shrubs and
berries that fed the bear population. In addition, the destruction
of willow and aspen destroyed the grizzly habitat, while road
construction and beaver loss reduced the trout population on
which the grizzlies fed. When the garbage dumps were closed in
the 1960s to encourage the bears to feed naturally, there was
little left for themto eat. They began seeking out park visitors
who brought food with them. Yellowstone management began a
programto remove the problembears as well. In the early 1970s,
more than 100 bears were removed. Almost twice as many
grizzlies were killed. (30)

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

Contributors to private conservation organizations, in contrast,
choose to donate to a group that shares their common purpose.
For example, at Pine Butte Preserve, the Nature Conservancy
replanted overgrazed areas with chokecherry shrubs for the
grizzlies and fenced off sensitive areas from cattle, deer, and elk,
animals that thrive in the absence of predators.31 The Nature
Conservancy has preserved more than 2.4 million acres of land
since 1951. (32)

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

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

Some Seattle citizens weren't satisfied with this non-aggressive
arrangement. They lobbied for the city to buy and operate the
park with tax dollars taken at gunpoint. In 1911, the city took
over the park, and one by one the giant fir trees began to
disappear. Concerned citizens complained when they found that
the trees were being cut into cordwood and sold. The
superintendent, later charged with abuse of public funds,

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

- Aristotle



equipment, and personnel, told the citizens that the large
"Roosevelt Tree" had posed a "threat to public safety." By 1925,
all the giant fir trees were gone. (34) The superintendent could
personally profit from the beautiful trees by selling them.

Power Corrupts

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

The Easy Way Out

In earlier chapters, we saw that the aggression of exclusive -..government

licensing inhibited innovation, increased costs, and lowered the ownersfzzp has another
quality of service. Subsidies encourage inefficiency and waste as kind of impact on

well. society: it necessarily

substitutes conflict for

Ironically, we often sanction the aggression of subsidized, the harmony of the free

exclusive, government-run monopolies because of the erroneous market.
belief that they promote improved efficiency and prudent use of

resources. Subsidies are sometimes tolerated in the equally - Murray Rothbard,
mistaken belief that they allow the poor access to ser-vices they POWER AND THE
MARKET

otherwise couldn't afford. The cost of aggression, however, is so
great that the poor are harmed instead of helped.

For example, those too poor to own property pay no property
taxes directly. Instead, they rent from property owners, who
raise rents to compensate for tax increases. The municipal
services that these taxes fund will cost considerably more than
they would in the absence of aggression. The taxincreases,
therefore, are higher than the cost of the services would be. The
poor end up paying higher rents to subsidize inefficiency and
waste even for services they do not use!

Socialist countries abound with exclusive, subsidized
government-run monopolies. Not surprisingly, many are reacting
to this new knowledge by privatizing subsidized government-run
monopolies, including railways and highways, by selling themto
individuals or corporations. (35) In New Zealand, the post office
has been privatized. Without increasing rates, the private postal
service was still able to maintain service to all addresses,
increase on-time delivery of first-class mail from 84% to 99%, and
transform an annual loss of $37 million to a profit of $76 million!
(36) Since this yearly $37 million loss was usually made up by the
taxpayer, real postal rates actually went down as quality went
up!

How can privatizing decrease costs so quickly? When provision



of services is not restricted to a subsidized government agency,
the profit motive spurs businesses to adopt the latest, most
efficient technology possible. For example, instead of dumping
refuse into landfills, waste disposal companies find ways of
turning trash into cash. Recomp, Inc. (St. Cloud, Minnesota), and
Agripost, Inc. (Miami, Florida), use composting whenever
possible and sell the resulting loam to landscapers, Christmas-
tree farms, and reclamation projects. Other projected uses for the
nutrient-rich compost include topsoil replacement for the farms,
rangelands, and forests (9) that have been devastated by Third
Layer aggression.

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

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

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

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

Some people don't worry much about the national debt because
they believe we simply "owe it to ourselves." In a way, that is
true. The government 1.O.U.s are held by individuals,
corporations, and pension plans (including Social Security)
throughout the land. For our pension plan to pay us, taxes will
have to go up to pay offthe L.O.U. We will have to pay more
taxes so that our pension plan can pay us. The net result is that
we may have no pension at all!

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



CHAPTER 9

BANKING ON AGGRESSION

We established the ""money monopoly" in the hopes of creating economic stability. By using aggression as

our means, we created boom-and-bust cycles instead.

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

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

The Difference Between Money and Wealth

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

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

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

By a continuous process
of inflation, governments
can confiscate, secretly
and unobserved, an
important part of the
wealth of their citizens...
The process engages all
the hidden forces of
economic law on the side
of destruction, and does
it in a manner which not
one man in a million is
able to diagnose.

-John Maynard Keynes,
English economist and
board member of the
Bank of England



‘The Cause of Intlation and Detflation

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

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

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

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

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

Now players are much more likely to be caught short when
their mortgages or rent comes due. If players try to sell their
properties, they find others with less money to buy them. Real
estate prices fall, just as they do in the real world.

The Rich Get Richer

When the President signs
this bill, the invisible
government of the
Monetary Power will be
legalized...

- Congressman Charles
A. Lindbergh, 1913,
referring to the Federal
Reserve Act

Depressions and mass
unemployment are not
cause by the free market
but by government
interference in the
economy.

- Ludwig von Mises, THE
THEORY OF MONEY
AND CREDIT



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

When the other player is sure to outbid you with new money,
the auctioned property will probably sell for a slightly higher
price than it otherwise would have. The sellers would thereby
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