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Is the prosperity of the American people in terminal decline?

Yes.

Unless…


INTRODUCTION

America Crosses the Line


Today is already the tomorrow which the bad economists yesterday urged us to ignore.

—Henry Hazlitt



The Line Between Prosperity and Poverty

Shortly after he graduated from the Air Force Academy in 1967, Roy Miller, now a retired colonel, was assigned to Williams Air Force Base in Arizona. Flying missions between Williams and bases in Southern California over the next five years frequently took him along the border with Mexico. He thought the differences between what he saw on the Mexican and American side of the border odd. Most obvious along the populated areas that straddled the border were the streets and roads: generally paved on the American side but tending to be dirt or gravel on the Mexican side. It was apparent that the houses and commercial properties were poorer on the Mexican side of the border.

What was it about that imaginary line that divided prosperity from poverty? he wondered. The terrain was no different; the natural resources were the same; the people, for the most part, were no different. Why was there a clear economic division between the United States and Mexico?

The line that divides prosperity from poverty is even visible in popular satellite imagery of the earth at night. The stark contrast of dark and light across the Korean peninsula apparent in images from space is actually the border that separates North Korea, plunged into darkness when the sun goes down, from the more dynamic and illuminated South Korea. There are the same people, language, cultural heritage, and natural resources on both sides of that line. What accounts for the difference?

Miller answered the question he pondered flying along the Mexican border this way: freedom works. Although things have begun improving there, Mexico has a long history of statism to overcome. In just the last hundred years this includes a socialist constitution that preceded even the Soviet constitution, restrictions on religious liberty, the nationalization and collectivization of agriculture, the commandeering of other private property, and the exiling of opposition political leaders. In 1937 Mexican president Lázaro Cárdenas enthusiastically welcomed Leon Trotsky, exiled from Russia by a power-consolidating Stalin, to a new home in Mexico. Perhaps there was a rush of statist exhilaration with the arrival of the celebrated Marxist, because the next year, 1938, Cárdenas nationalized Mexico’s petroleum industry. Since then Mexico has suffered default, devaluation, and hyperinflation. As recently as 1982 Mexico’s banks were nationalized. The United States, freer for having been spared the severity of a good deal of Mexico’s statism through much of its history, is more prosperous.

North of the line on the Korean peninsula is the perfect police state: Stalinist, secretive, xenophobic. North Korea is probably the most thoroughly militarized nation on earth. Lacking free speech and characterized by fear from widespread internal spying and religious persecution, it has one of the world’s worst human rights records. The state controls everything from the press and education to literature, the arts, and sports. It is a centrally planned command economy in which property rights are nonexistent. In Pyongyang, the capital, the city lights are turned on in a pretense of prosperity for special occasions, such as a visit from the New York Philharmonic; afterward it is plunged back into general darkness. Things are dramatically freer south of the border. South Korea has a per capita gross domestic product more than fifteen times higher than the North’s. Freedom works. It’s the difference between night and day.

Can the conditions that are responsible for the lights going dark on the other side of a line and paved roads turning to dirt at a border prevail here? Given America’s current economic distress, this is a question that must be asked. The story Miller told me years ago of his thoughts as a young pilot flying along the border came to mind as America’s economy began to slide, because Colorado Springs, home of the Air Force Academy that Miller had attended, and representative of nearly every other city, county, and state in America, has been forced to make cuts. In the face of collapsing tax revenue, Colorado Springs let a third of its streetlights go dark and let its roads go unpaved.

Colorado Springs is not entering the new dark age alone; it is making a budget move that is being implemented in cities and along highways all across the land. Declaring a fiscal emergency, the mayor of Fresno, California, proposed turning off a quarter of its streetlights. Rockford, Illinois, has turned off thousands of its city streetlights as well. Elsewhere across the country, the cost of repairing and repaving asphalt roads has become prohibitive. Some are being ground up and returned to gravel. Paved roads have been reduced to gravel in North and South Dakota, as well as in thirty-eight of eighty-three Michigan counties. A 2010 Wall Street Journal story reports that roads have been left to erode in Ohio, Alabama, and Pennsylvania.

Perhaps our current financial limitations are only those of a passing moment. Perhaps the Washington minds that failed to see the economic crisis as it loomed before us—those who helped the debt grow to monstrous proportions—have now been gifted with new vision and we will soon be restored to our former state. Perhaps we will be made whole by a continuing faith in the Republican and Democratic consensus, a state religion based on deficit spending and other Keynesian economic claptrap that has America buried deep in debt and dangerously dependent on the kindness of foreign creditors. Perhaps the tax-subsidized governing classes that led us into this economic slough of despond can now provide a map to guide us out.

Or perhaps not. Perhaps this is only the beginning of the new normal—a future of fewer streetlights and paved roads, as well as fewer jobs and opportunities.

If the “heroics” of government spending—trillions in bailouts, rescue plans, stimulus spending, subsidies, and debt monetization—had resulted in real production, the economy would be robust, unemployment would be low, and Americans would be wealthier. Instead the money has been used destructively. Good money has been taken from people who made sound economic decisions and given to investment bankers who made reckless decisions. Productive people have been taxed to buy worthless paper from billionaires who should have known better than to buy it for themselves. In the spirit of the destruction of wealth that passed for economic genius in the Great Depression, back when the Roosevelt administration had crops plowed under and farm animals destroyed, billions of dollars of debt have now been cavalierly loaded onto the backs of little children so that sodium silicate could be poured into the engines of perfectly good automobiles to ensure that they never run again. It’s been cash for clunkers, cash for caulkers, cash for appliances, cash for unions, cash for government buildings, and cash for politically connected green projects. And there’s even been cash for the wives of fabulously wealthy Wall Street tycoons. That’s the one that takes the “let them eat cake” award. Christy Mack is the wife of Morgan Stanley chairman John Mack, and Susan Karches is the widow of Morgan Stanley investment banking group president Peter Karches. With no discernable background or experience in finance, the two women set up an offshore company that got $220 million in Federal Reserve funds to buy commercial mortgages and other securities. The 2009 deal came with the enviable provision that if the investments proved profitable, the investors got to keep the profits. If things went sour, the taxpayers would eat ninety percent of the losses. A lot of loose money has been sloshing around in the Treasury and the Federal Reserve in programs like these, and this is especially glaring in a critically indebted government and an economy in which the people are told that the best they can hope for is a “jobless recovery.” A what? “Jobless recovery” falls into the same class as a lifeless resuscitation: the operation was a success, but the patient died. It’s the new normal.

It has been generations since Americans’ faith in the economy has been this badly rattled. The American dream, composed of home ownership, the certainty that things will continually improve, the assurance of a comfortable retirement, and the assumption that our children will have a better life than we had, is being shaken by deep-seated concerns that our prosperity may be taking a giant step backward.

We can easily identify the dynamic growth of prosperity throughout history. The story of mankind has been one of ever more freedom (freedom from rule by tribal chiefs, kings, churches, and totalitarian states) accompanied by growing—indeed, by an explosion of—human prosperity. This correlation of freedom and prosperity is self-evident in both the long sweep of history and in the lines that divide poverty from prosperity along national borders today. Freedom works.

To assess the prospects for the prosperity of the people, one need only assess the state of freedom in America. Just how vital is freedom today as measured against its vitality in our own short national history? What is the relative strength of our freedom today as measured against that of competitors beyond our borders? If Americans are uncertain about their economic future they will find answers by making this assessment of the condition of their liberty. They will find that freedom has been double-teamed by Republicans and Democrats alike; it has been sucker punched by the red gloves of one and has taken a hit on the blind side by the blue gloves of the other. American freedom is on the ropes.

And while freedom may not be down for the count yet, there is no political quick-fix recovery for the pounding it has been taking. No matter what you have been told, as it stumbles to its feet the next election will not make it resilient. Nor will another round of electoral reform. No change in campaign laws, term limits, balanced budget amendments, or any other mechanical fix that can be put in place and run on automatic can restore us to our prior state of freedom, abundance, and opportunity. Our problem requires something other than process tinkering.

Politics as Usual

The inescapable conclusion is that both parties are to blame for the fading of the American dream. Einstein’s oft-cited observation that no problem can be fixed from the same consciousness that created it applies to the deflating promise of America. The restoration of the American dream will not occur as long as the political discussion remains constrained by the old voices of the Republicans and Democrats who marched us into our present economic morass. The Tea Party movement has been on sound footing only to the extent that it has proclaimed itself independent of the political parties.

The narrow range in which those established voices spoke was on display in the national debate on the Obama health-care legislation. The Republicans were reduced to accepting the presuppositions of government interventionism, arguing in the main that they represented more effective management of the enterprise. Republican National Committee advertising called for a “responsible plan” and a “bipartisan plan.” Finally the talking point, endlessly repeated, was to “start over on health care.” Except for the constitutional stalwart congressman Ron Paul, Republicans were unable (or unwilling) to articulate an argument against a state-directed health-care system.

As the debate reached an end and it was time to vote on the 2,400-page bill, House Speaker Nancy Pelosi crossed the street to the U.S. Capitol carrying the same large gavel that had been used in the House when the original Medicaid bill was passed into law in 1965. With their own hands stained by years of red ink, Republicans weren’t in any position to point out that the Medicaid plan Pelosi was so pleased to mimic faces a $38 trillion shortfall over the next seventy-five years. That’s more than two and a half times the nation’s gross domestic product.

With choices about the philosophy of governance limited to the tired nostrums of Democrats and Republicans, no wonder a feeling of disenfranchisement is growing. More Americans identify themselves as independents than Republicans or Democrats, while Gallup reports that a majority of Americans are so dissatisfied with the performance of Republicans and Democrats that they say a third party is needed. A March 2011 ABC News/Washington Post poll found a mere twenty-six percent of Americans are optimistic about “our system of government and how well it works.” That’s a record low. But it is not just a question of satisfaction. At issue is the legitimacy of the state itself. In August 2011 Rasmussen Reports released a poll of likely voters that found that a mere seventeen percent—a new low—believe the federal government has “the consent of the governed,” from which, the Declaration of Independence insists, government’s “just powers” must flow. Among the disenfranchised are people who have seen their jobs disappear, their savings exhausted, and their homes foreclosed. They are people whose old, fine hopes for retirement have gone dry; their trust in their childrens’ future has withered. Some are angry that their own responsibility is being rewarded with the bill for bailing out the irresponsible. Others are distraught that their faith in the empty assurances of government plans like Social Security now threatens to prove their undoing. Some feel remorse for the past; for others, it’s fear of the future. What has happened to our prosperity? What has become of the American dream?

The Dollar Meltdown examined the generational destruction of the dollar and extrapolated the debt crisis for investment purposes. There can be no doubt that the scale of government debt means a lower standard of living for the American people. But that is only part of the story. As foreboding as the debt is, the obstacles to renewed opportunity and well-being go beyond what the numbers reveal. Under the cloak of the Republican and Democrat orthodoxy that approved the debt as it compounded, other ideas were smuggled into America’s economic life. Just because some politicians damn the debt they created now that it is a crisis of unmanageable dimensions does not mean that the other statist ideals and dispositions that entered our national ethos with the debt are gone. These collectivist ideals, inimical to our freedom and destructive of our prosperity, are those that seek to subordinate the individual, generally by economic and authoritarian measures, to the will of the nation-state (hereafter referred to as the “state”; where the individual states of the United States are intended will be clear in context). These statist ideals and practices, so prominent in the mortgage meltdown and its ongoing aftermath, when Republican and Democratic majorities alike insisted on socializing the losses of private banks and corporations (whose profits of course remained private), and so visible in the war-making prerogatives and police-state authority recently assumed by the state, must be reversed. But first they need to be identified.

But there is more to the task at hand than identifying today’s destructive policies of the state and reversing them, for they can incarnate tomorrow in new and equally destructive forms. Instead, the case for freedom itself must be explicitly made. Celebrating freedom in the words of songs and mindless slogans is simply inadequate to the challenge of our age. Perfunctory acts of reverence for aged documents and classroom rituals are poor substitutes for the clarity of vision modern Americans must have in an age of crisis. If freedom is to prevail, its case must be stated anew, as Friedrich Hayek suggested, in each generation and in the language of the times. This book was written to help make that case in the context of today’s waning prosperity and, if it is successful, to enlist and arm new champions of liberty. Now. Before it is too late.

The title of this book, Red and Blue and Broke All Over, is intentionally ambiguous. It describes both a financial and a philosophical condition. Red and blue are convenient and graphically useful ways of referring to the two parties: red representing Republicans, just as red states, red districts, and red voters are Republican ones; and blue describing Democrats, with blue states, blue districts, and blue voters being Democratic. While the title describes America’s national government as broke, and the people made poorer, it also describes the politics of the Republicans and Democrats as broken. The country is financially insolvent because the Washington parties, red and blue alike, are philosophically bankrupt. Their shared statist philosophy needs to be exposed—and abandoned—before it does us any more harm. On the other hand, the subtitle is not ambiguous about the book’s objective: Restoring America’s Free Economy. Only by understanding the bankrupt philosophy of statism and replacing it with the philosophy of freedom will a return to prosperity be possible.

This book consists of three sections. Section I, Liberty, is about the state of freedom in America. Like anything else in life, from brushing your teeth to performing maintenance on your car, there are serious consequences for negligence. Americans have been neglecting freedom and have been free riding on the achievements of people from generations gone by. This neglect is showing up now, and is reflected in our economic prospects. If Americans are serious about restoring their prosperity, they will have to take a realistic look at the Republicans and Democrats who have been managing (or mismanaging!) our political and economic affairs for generations now. Economic orthodoxies have been held in common by both parties. These doctrines have advanced in Republican and Democratic administrations and prevailed despite the control of Congress being handed back and forth. As science-fiction writer Philip K. Dick ironically noted, “In a one-party system there is always a landslide.” Mesmerized by state authority, and blinded by their own partisanship, few authors, analysts, and commentators active in the public debate realize that both parties worship in the same statist church and share obedience to the same economic priesthood.

In Section I you’ll also learn about the nature of wealth and prosperity and get a taste of the disdain statists have for your freedom. You’ll find out about the price system and property in a free economy and why they are indispensable, as well as discover what happens in their absence. You’ll also learn about spontaneous, self-organizing systems, dynamic and essential components of our prosperity. They perform wonders, but can only do so in an environment of freedom. And if you’d like to know who lost the Constitution, you’ve come to the right place. Hint: as tempting as it is, you can’t blame it all on politicians or the media.

Section II, The State, is about the nature of government and its primary activities. You’ll find out why freedom works and why the state doesn’t. Few people ever think about state central economic planning. Republicans and Democrats both love it, but it is one of the most destructive activities of the state, right up there with warfare. In fact, you’ll learn why centralized economic planning requires the state to wage war on its own people.

It will become clear in this section why the most dynamic things going on in our economy are those furthest away from the state’s bureaucrats, bodies, and boards. Think about the astonishing improvements in just a few years in things like TVs, computers, and phones. Here is where you find the most consumer satisfaction. Not to mention the way prices have come down! Things move so fast in these areas that the state can’t keep up with—and interfere—the way it would like. Then compare these wonders to activities in which the hand of the state is most visible. Things like the Transportation Security Administration (TSA) and airport security, health care, and public education—activities with some of the least consumer satisfaction and sources of endless public friction.

We’ll also take a look at fascism, a deadly outcome spawned by the pairing of state and corporate DNA, and follow it quite logically with a close-up look at crony capitalism. Author Michael Lewis, who chronicles Wall Street, quipped that America stands at a crossroads, and Goldman Sachs now owns both of them. How do they get away with it? You’ll know after you’ve read about the Wormhole Express. You’ll also find out how the state and the Federal Reserve transfer wealth to favored recipients and how their activities are hidden from view, or at least from the view of the state’s lapdog press. Not all crony capitalism is on a national scale, either. There are probably cronies right in your neighborhood. Crony capitalism leaves you poorer. What you’ll learn about it will leave you outraged!

Freedom is not well loved by everyone. It has its enemies, especially those whose control is threatened by your freedom. Among the tools they employ to secure control are dependency, conditioning, and fear. Such enemies of human freedom have been around for a very long time; history is filled with notorious examples. But a few visionary writers have thought about how freedom’s enemies may operate in our future. Present trends suggest that they are on to something. Careful attention paid to their description of the enemies of freedom will reward you with special insight into future challenges developing today. It’s also important to take a closer look because when our freedom goes, our prosperity goes.

Section III is called Dead Ahead. The dollar is a currency in decline. Government debt will bring it down. Not in some far-distant future, but dead ahead. The international standing of the dollar will change dramatically. The process is already under way. The state’s debts mean massive money printing, too. And that means we will experience a ruinous inflation. But there is something we can do to begin to insulate ourselves from the widespread monetary and fiscal calamity—that is, if the Republicans and Democrats get out of our way. It’s important because it can help to cushion the dollar endgame and help rebuild our prosperity, too.

One more thing is dead ahead. Just as the Roman republic came to an end and Rome became an empire when Caesar crossed the Rubicon, America has crossed that line, too. The American republic has given way to empire. But the change has cost us dearly and we are now entering the twilight of the American military empire. It’s the end of America as policeman of the world and trying to make the world safe for democracy. It was foolish when Wilson tried it and it remains foolish today. Although the transformation of America from a republic to an empire has meant power for some and fabulous riches for others, it has made enemies around the world for the rest of us, robbed us of a good deal of our freedom, and bled dry our wealth. We won’t be able to restore our prosperity until the empire ends.

I’ll also share some warnings about the future we choose and the larger things we sacrifice in further subordinating our liberties to the state. This part is important because freedom creates more than prosperity. It is also a way to improved human relations, it smooths the road to the brotherhood of man, and it clears the pathway to peace. Red and Blue and Broke All Over does cover a lot of ground and it does so from what, for some, may be a fresh yet unfamiliar libertarian perspective. But it’s a message whose time has come. Because it’s time to face facts: we can’t continue down this red and blue primrose path if we’re serious about restoring America’s prosperity.

A free economy works wonders. The American people’s prosperity can be restored. It’s actually not complicated, but that doesn’t mean it’s easy.
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CHAPTER ONE

Wealth and Prosperity


Prosperity is not simply a matter of capital investment. It is an ideological issue.

—Ludwig von Mises



Prosperity

Prosperity is something much greater than wealth. Prosperity refers to the wellsprings of human ingenuity and enterprise from which long-term wealth and human improvement bubble forth. The ancient Romans made important contributions to the implementation and refinement of property rights. They established trading colonies as far away as the east coast of the Indian subcontinent before the time of Christ. And they developed civil engineering skills that enabled them to build roads, aqueducts, and other marvels that supported populations that could barely have been conceived elsewhere in antiquity. In this way they created long-term prosperity for themselves. The later plunderers of Rome got wealth, emptying the treasury of the empire, but they did not get prosperity.

Similarly, despite billions in cash that have flowed into the Persian Gulf oil states for generations, that money has not been turned into long-term prosperity for the people, as the seething discontent that spawned 2011’s Arab Spring revolutions in the Middle East has shown. The Saudi royal family, the Al Sabahs of Kuwait, and Libya’s Kaddafis have had their palaces with gold bathroom fixtures, but the capital is spent abroad in places where opportunities abound. When the wells of the desert kingdoms run dry, so, too, will the wealth.

On the other hand, where the right conditions exist, prosperity will follow, even on barren ground. Hong Kong is a rocky land of steep slopes set against mountains of volcanic material, only about a thousand square kilometers altogether. It has no oil or natural gas. Russia, the largest country in the world, is rich in natural resources. It is the world’s largest exporter of natural gas and second-largest exporter of oil. Yet Hong Kong’s superior prosperity is evident at both birth and death—and throughout life in between. While Hong Kong has one of the lowest infant mortality rates in the world, Russia’s infant mortality is the highest among the developed nations of the world. People brag about their fine automobiles from other developed nations: Italian, German, Japanese, American, and even British cars. But nobody brags about Russian cars or anything else made there. Because in fact, other than its natural resource commodities, Russia produces almost nothing the rest of the world wants: not cars or computers or clothing; not cell phones or flat-screen TVs or electronics or software; not industrial equipment or medical devices or motion pictures. Tiny Hong Kong, with one-twentieth Russia’s population and without its raw materials, still manages to export more to the rest of the world each year than all of Russia. Per capita income in Hong Kong is more than three times higher than in Russia, and the World Bank reports life expectancy in Russia is sixty-eight years; in Hong Kong it is eighty-two, fourteen years longer.

The oil sheiks may be rich as Croesus. Gas, oil, and gold may provide the autocrats of Russia wealth. But in Hong Kong wealth is created. That is the key to prosperity.

There are preconditions for the creation of prosperity. Chief among them is freedom. We’ll come back to prosperity, but first a closer look at the nature of freedom.

Freedom

It is important to be clear about the meaning of freedom because the question will come up again. Among those who have thought deeply about the issue are economists including Nobel laureate Friedrich Hayek, Murray Rothbard, and Ludwig von Mises, who was a mentor to both. All three are representatives of the Austrian school of economics. It is called Austrian economics not because it is practiced there—it isn’t—but because many of its leading figures, including Hayek and Mises, were Austrian. The contributions of the Austrian economists are many, and include a clear explanation of the painful business cycle of booms and busts, the result of needless policies by central banks like the Federal Reserve, and the false signals and “malinvestments” that result from their interventions. Their observations about freedom are not mere intellectual abstractions, but are grounded in the common human experience of the matter. According to Hayek, freedom is the condition “in which man is not subject to coercion by another or others.” Man is free when he retains the possibility of “acting according to his own decisions and plans” rather than being “subject to the will of another” who “could coerce him to act or not act in specific ways.” Rothbard is clear as well that freedom is an interpersonal issue, which he refers to as the “absence of molestation by other people.” And Mises: “Freedom and liberty always refer to interhuman relationships.” Rights guaranteeing liberty are negative, says Mises, observing that “in the realm of state and government, liberty means restraint upon the exercise of the police power.” Clearly, freedom has to do with the way in which men live together and depends upon freedom from coercion by other men. It does not have to do with freedom to transcend the laws of nature. I cannot complain as I fall off a cliff that someone has taken away my freedom to fly. Freedom is also not the same thing as democracy or the right to vote. A slave can remain a slave, Hayek reminds us, even if given a ballot. Indeed, an entire nation can vote away its freedom.

The axiom at the heart of this book—that freedom creates prosperity—is put to the test in the living laboratories of nations today just as it has been throughout history. The Economic Freedom of the World index published by the Fraser Institute assesses the correlation of freedom and prosperity in countries around the world. Not surprisingly it concludes that countries with more economic freedom have substantially higher per capita incomes and tend to grow more rapidly. Economic freedom is good for everybody, even the most poor. The poorest ten percent of the population in the freer countries have earnings many times higher than the poorest in less free countries. Not only is life richer, it is also about twenty years longer in countries with the most economic freedom. The annual Index of Economic Freedom conducted by the Heritage Foundation together with the Wall Street Journal reports a similar correlation between freedom and economic well-being. The 2011 survey reports that economies it rates as “free” or “mostly free” have incomes more than three times the average levels in all other countries and more than ten times the incomes in “repressed” economies.

What is the state of freedom in America today? Is it waxing or waning? The shape of our economic future can be discerned in the lengthening shadows cast by the growing intrusions of the state.

To see how those shadows have grown in America’s short history, Jacob Hornberger, president of the Future of Freedom Foundation, describes some of the conditions that prevailed from the nation’s founding to the late nineteenth century:


	There was no income taxation (except during the Civil War), Social Security, Medicare, Medicaid, welfare, economic regulations, licensure laws, drug laws, immigration controls, or coercive transfer programs such as farm subsidies and education grants.


	There was no federal department of labor, agriculture, commerce, education, energy, health and human services, or homeland security. There was no SEC, DEA, FEMA, OSHA, or EPA.


	There was no Federal Reserve System, no paper money, and no legal-tender laws (except during the Civil War). People used gold and silver coins as money.


	There were no foreign military bases and there was no involvement in foreign wars. The size of the military was small.




Now take a closer look at the intrusion and outrages of government in our lives today:


	The U.S. Supreme Court has decided that police may kick down the door of your home or apartment without a warrant based on what they or their dogs smell inside the home. At the same time, the U.S. Ninth Circuit Court of Appeals says you do not have a reasonable expectation of privacy in your own driveway, nor does it think you have a reasonable expectation that the government isn’t tracking you. It has ruled that U.S. government agents can legally sneak onto your property in the middle of the night, place a secret GPS device on the bottom of your car, and track your every move—without a warrant. And the FBI has been allowed to employ “roving wiretaps,” which need not specify the place being bugged or require determination of the actual presence of the person being targeted.


	The Department of Health and Human Services used $650 million in stimulus money of the desperately indebted nation to fund antiobesity campaigns.


	A presidential commission issued a report recommending mandatory mental health screening for schoolchildren, including pre-school-aged children, with or without parental consent.


	The FDA is raiding and strong-arming Amish farmers in the state of Pennsylvania for fear somebody may be drinking raw milk without its permission.


	From December 2007 to July 2010 the Federal Reserve secretly provided $16 trillion in loans to bail out politically connected U.S. banks and even foreign banks and corporations. The loans, provided without oversight, were made at the risk of the solvency of the United States and the value of the dollar, and amounted to a total greater than the entire $14 trillion GDP of the U.S. It took a self-proclaimed socialist, Senator Bernie Sanders of Vermont, to call the operation what it was: “a clear case of socialism for the rich.”


	A small-town bank in the Bible Belt was ordered by Federal Reserve inspectors to take down a Bible verse on its web site and remove religious symbols and literature from its office.


	Dependency has grown so great that the U.S. government sends out 88 million checks a month; more than 45.75 million Americans are on food stamps, and 50 million are on Medicaid.


	The IRS estimates Americans spend 6.6 billion uncompensated labor hours per year filling out tax forms. The National Taxpayers Union reports that American families and businesses spend over 7.5 billion hours a year complying with federal tax laws.


	Americans by the thousands are being strip-searched daily by possibly dangerous radiating scanners at airports all across the United States. The “porno scanners” produce detailed images through the clothing. The scans are supplemented by intrusive police style pat-downs. TSA agents have extended their searches to train and bus stations, and have even corralled train passengers who have already disembarked and so pose no threat to travel. Next, the Department of Homeland Security is planning to add “genetic” pat-downs to its intrusions by taking DNA samples from travelers. And the department has pilot planning programs for the scanning of pedestrians on city streets.


	The same federal government that determines what your grandmother may or may not legally use to relieve her pain, and whether you have too much cash, also determines the mileage your car must get and regulates your washing machine, showerhead, and how much water your toilet flushes. It has now decided that you may no longer purchase incandescent lightbulbs.




What are the few things—its delegated functions—that the state has performed so well that it should now run roughshod through our daily affairs, devouring our livelihoods and passing out edicts about the ordering of our private households?

Wealth

To say that freedom creates prosperity is convenient shorthand. But to be more precise, freedom provides a conducive environment in which prosperity, the dynamic of wealth creation, can function. What is this dynamic? Where does wealth come from? We ourselves are its creators. It is the nature of man to provide himself food and shelter, to improve his circumstances, to discover, to invent, to refine, and to expand. When free to do so, he creates wealth, creates it again, and creates it anew.

The presence of petroleum was a nuisance to Pennsylvania farmers until in 1849 someone discovered how to refine kerosene. John D. Rockefeller’s fortune was begun in refining kerosene, although before long a man named Thomas Edison had invented a way to light homes that was superior to kerosene lanterns. Rockefeller’s business had to adjust. In much the same way, the distribution of alternating current discovered by Nikola Tesla was commercially superior to the direct current Edison built his company on and Edison Electric was forced to adapt to the new improvement.

Wealth is created by the greatest resource of all: human beings. It is people who continually discover lesser resources and put them to use in new ways. This is possible because man, out of his own nature, seeks to improve his life and is suited to do so. The hands like to be employed, the mind enjoys being engaged. And as Ralph Waldo Emerson points out, it is of our love of wonder that our science is born.

Look about at all the wealth the people have created. Buildings and homes, schools and churches, stores and places of entertainment; leisure and literacy and libraries; heating and cooling systems; bright lives of bright lights, bright colors, and stunning clothing; marvels of electronics, digital magic, and the miracle of global communications; new medical techniques, devices, and medicines; high-speed travel and stores stocked full of food, much of it fresh from around the world.

A civilization of this complexity provides all of us more and richer opportunities and caters to the satisfaction of our unique individual tastes, interests, and enthusiasms. It is in our lower natures that we are most similar. We all have bodies that must breathe, drink, and eat. We have in common our physical natures, which can be provided for with minimal means of subsistence. But it is prosperity that allows our higher natures to flourish in diversity and individuality. You like rock, I prefer Bach; you like poetry, I seek adventure; you admire the arts, I study the sciences. Our prosperity lies not just in wealth that allows us to buy endless amounts of a few limited items, but in the fact that we can indulge our uniqueness in a proliferation of options available in a sophisticated economy, with its endless array of dazzling choices. It was said that Stalin’s daughter Svetlana virtually swooned on her first encounter with the—to her—dizzying range of products available at a typical American grocery store. But as we shall discover, there are collectivists like her father who prefer a dreary sameness in people, a controllable uniformity. For them the free economy is an obstacle. Such people know only too well that, despite its resilience and the richness of its blessings, the free economy is always vulnerable to the power of the state, which can be used to kick the legs of liberty out from under it.

You will have noted that freedom is often expressed in the negative: what others may not do to you—coerce, control, force. But nothing in your experience of freedom specifies what you must do with your freedom, except in the negative: you in turn may not coerce, control, or force others. In this distinction lies a hint of the return to the path of prosperity for the American people. It does not lie in legislative prescriptions, new programs, or new plans for what the state must do. Our prosperity will not be restored by some new tax-cut proposal or new spending initiative; no laws will do it; no charming candidate. It is a point that must be reiterated. Our problem transcends any mechanical solutions or reform package. We are beyond being able to fix our problems with process tinkering, as Congressman Ron Paul has noted: “It’s not a budgetary problem. The budget is a symptom of this disease.” Americans have to inquire into the nature of government itself, he says. “It’s a philosophy-of-government problem.”

The State

It must be understood that state actions necessarily take, but never create. The state has no money that it has not first taken from someone. This era of rising gas prices should help concentrate attention on the point, because as you reach into your front pocket to fill your tank at prices that would have been thought obscene just a few years ago, the Department of Energy is taking $30 billion a year from your back pocket. And what does it do with your billions? Does it explore the remote and dangerous corners of the earth and discover any oil? Does it take enormous risks in hazardous oceans and arctic conditions and suffer substantial losses to locate energy? Recover it, refine it, and transport it to your neighborhood? Just how much gas does it put in your tank for its $30 billion?

Not a drop.

Just as the government pumps no gas, it builds no house and it grows no corn. And when it does appear to grow corn, for example, in the provision of food subsidies, it only does so by taking seeds from a man who then cannot grow his own. Because even what it appears to create is only accomplished with the labor of someone else who would have used his labor for his own preferences, or from money taken by people who are now precluded from acquiring what they prefer.

What contribution could the state have made to our prosperity? “Government is a guarantor of liberty and is compatible with liberty only if its range is adequately restricted to the preservation of economic freedom,” wrote Mises. The state could have provided an environment of freedom so that prosperity could flourish, as intended. It could have stood against coercion, on watch for force and fraud. Instead, it has become a fearsome cause of coercion, and an agent of force and fraud itself.

Without instruction by the state, the American people know perfectly well how to create wealth. They do it by doing what they’ve always done.

They do it by going to work every day, by saving when they can, by taking pride in their work, by reading to their toddlers, by buying and selling, by coming up with new ideas around
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