Freedom 101

by Dr Madsen Pirie

Adam Smith Institute
London

2008



ACKNOWLEDGEMENTS

Of those who helped to put this book together, my editor Tom
Clougherty was outstanding. The fact that there are not more duds
than there are is entirely down to him. Eamonn Butler, Steve
Bettison, and Philip Salter helped with valid suggestions which
undoubtedly improved it, and all helped with its production. The
errors in this book are mine, apart from the 101 committed by others.

Dr Madsen Pirie, 2008

Bibliographical information

The Adam Smith Institute has an open access policy. Copyright
remains with the copyright holder, but users may download, save,
and distribute this work in any format provided: (1) that the Adam
Smith Institute is cited; (2) that the web address adamsmith.org is
published together with a prominent copy of this notice; (3) the text
is used in full without amendment [extracts may be used for
criticism or review]; (4) the work is not re-sold; (5) the link for any
online use is sent to info@adamsmith.org

The views expressed in this report are those of the author and do not
necessarily reflect any views held by the publisher or copyright
owner. They are published as a contribution to public debate.

© Adam Smith Research Trust 2007
Published in the UK by ASI (Research) Ltd.

ISBN: 1-902737-56-3
Some rights reserved.

Printed in England.

ii



Contents

| HakayeYe L0 TauTo) o FOURUENUT TSR ix

Politics and Freedom

Equality is more important than freedom.........ccccccoecvciocininiincicnininnes 1
When the state gives us rights, we have responsibilities to

IHIN TRHUTNL . 2
The state is right to protect people from themselves...........ccccccceuuucnce 10
Only the guilty have anything to fear from surveillance

OF POLICE SEATCES ... 11
We should allow the police to hold suspected terrorists

for a long period while the evidence is assembled...........cccccccuruunnnce 21
Getting everyone's DNA on file would allow us to track

down criminals and protect sOciety........cccooeviiviiiiiiiiiniiiciccns 22
When people are accused of serious crimes, they should

have no right to remain silent...........cccocoeivivcocininincnninccecs 30
It's right that acquitted people should be re-tried when

New evidence COMES UP ..o 31
We should extradite any citizen accused of crimes by

OVEISEAS PrOSECULOTS.....cuiiiiiiiietiteittee s 41
We must bring in tougher laws and sentences against

drug dealers and USETS..........cccvuevviiiiiiiiiiiic e 42
Nobody should be free to smoke in public places.........ccccoueuvcuriuninnce 50
It's quite right to make racist or homophobic remarks

Gllegal ..o 51

Positive discrimination is needed to make good to
minorities the effects of past exploitation or

diSCIIMINAION ...t 61
Children should be taken into care at the slightest hint of

any parental abuse ..o 62
People should not be allowed to adopt children unless

they meet the highest possible standards of parenthood..................... 70

If people don't like the policies of their trade union,

student union or local council, they have only their own

apathy to blame. They should become more active and

change things ... 71

iii



Democracy is a sham with no real choice because all the

major parties basically support the system...........ccccccvcuocininiivcinnininnes 81
A person's economic or political viewpoint is only the

unconscious expression of their class interest ...........occccuviveucciccincnnes 82
Proportional representation is fairer than our present

electoral system which can give power to minorities.............ccccccuuc. 92
We need ID cards to help fight terrorism...........ccccoecvcuecinineivcionincnnes 96
We need a Human Rights Bill to protect our liberties ..........cccccceucnc. 100
Alcohol should be made more expensive and less widely

available to combat binge drinking and yobbery .........cc.cccccovviiiininns 101

The Free Market

True socialism has never been tried ..........coeveeeeeeeveeeeeeeeeeeeeeeeeenn 3

It is wrong that so few people should own so much of the
NAtioN's Wealth ......c.oiuiiiiiiiic e

Great inequalities of income cannot be justified
Prices of essential goods should be controlled so that the

poor can afford them ... 13
Scarce resources should be allocated on the basis of need,

instead of going to the highest bidder..........cccccceuviiiicininiicininin 23
It's more rational to plan for the satisfaction of our future

wants and needs than to expect blind chance to do it........cccccccccuunnce 24
A sensibly planned economy is more efficient than

raNAOm Cha0S ..o 32

The free market does not work in practice because there
is no such thing as perfect competition or perfect

INFOrMAtiON ..o 33
Competition is wWasteful ..o 43
The economy offers too much choice. It wastes resources

and confuses PeOPIE ... 44
Competition means companies selling shoddy goods to

keep prices down and make more profit..........cccevevvivniiinininiiinnn 52

Capitalism is wasteful, dissipating resources into profit
and advertiSing........cccveviiiiiiiii e

Under capitalism the rich waste resources on luxuries

The fact that capitalism is in crisis is shown by the
constant shifts from boom t0 Bust.........c.cccecuecueriniiiiiciccininiicccicieenes 64

iv



The top rate of tax should be raised so that the rich pay

TITMOTE coniiiieitetentetet ettt ettt ettt ettt b et e b et et et st s b e b e b et et e b e s e st e s et ans 72
No one should be given an unfair start in life. That is

why there should be no inherited wealth...........ccccccocvcioiininncinninn 73
Maximum working hours are needed to protect workers'

health and fitness ..o 83
A national minimum wage prevents the exploitation of

YOUNG WOTKETS c...ccvviiiiiiiiiiicicnc s s 84
The free market is unfair because we do not all have

equal votes as we do in a democracy ... 93
It's all very well to talk of freedom, but poor people are

not free to buy Rolls ROYCeS.........cccovviiiiiviiiiiiicicce 97

Enterprise & Industry

The industrial revolution brought poverty and misery for

the MASSES ... 5
We should create public sector jobs to boost employment................. 6
A small rise in inflation is a legitimate price to pay for

reducing or eliminating unemployment............ccccoeviivinivinininininnen 14
Government investment is vital to protect industry and

JODS ittt 15
Government must “prime the pump” by stimulating

demand through increased public spending..........cccccooeuviuvcuccinincnnes 25
Regional aid is necessary to bring jobs to depressed areas................. 26
Big business only cares about profit.........c.ccccocovvivvivniviiniiicinn 34
Business should be forced to be socially responsible............cccccceucnc. 35
Brands are basically a con to make people pay higher

prices for goods than they merit ... 45

Big business does not really produce what people want.

It uses coercive advertising to make people buy what it

WaNtS t0 PLOAUCE......oiviiiiii s 46
Business doesn't care about consumer safety, and cuts

corners by economizing on safe conditions for its

WOTKETS ... s 54
Some businesses deliberately build obsolescence into

their products to force people to buy more when they

WEAT OUL 1ottt 55



If state industries are opened up to competition, private
firms cream off the lucrative trade, leaving the poor and

outlying regions without adequate service...........cccccecucuuriureuvcicininnes 65
Essential services are too important to leave to the

private sector, and have to be done by the state ..........cccccccoveuvcuorincnnee 66
Privatization has given to a few hands industries and

services which should belong to all Of US ........ccceuviuviuccininiinciccicincnnes 74
The stock market is just @ CASINO ........cccucveieiiciciiniiriicieisieeeieeaaes 75
Speculators are parasites who produce nothing ... 85
Private equity firms do nothing but make excess profits

at the expense Of JODS ... 86

Public Services

Freedom is all very well for the strong, but the poor and

the weak come off worse without the state services ..........cccccccocuuneunce 7
Rich people should not be able to buy better health care

and edUCAtION. .......cccuiuiiiciciic i 16
Some things, such as health, should not be provided for

L= 1 4 RO 27
Private sector health and education cream off the very

best in resources and personnel from the state Sector..........cocveeveuenee 17
Education is a right, not something to be bought and sold ................ 36
A university or college education is a public good that

society should Pay fOr ... 37
Schooling should seek to make children equal ..........cccccoviniivcinininnes 47

It is wrong to allow bright children to go to special
schools. This deprives the ordinary schools of their

beneficial INfIUENCE ......c.cueveveueuiieririieieieieieieeiceeeeeeee e 56
Schools should provide our children a risk-free
ENVITONIMENT ..ottt 57

We have to keep universal services in health and
education, so that the middle classes will demand their

IMPIOVEMENt.....ociiiiiiiii e 67
Welfare stigmatizes the poor. We should all be paid a

CItIZEN'S INCOM.......cuvtiicttcc e 76
A truly compassionate society would devote a much

larger share of its wealth to the less fortunate...........ccccocuvineuvciccininnes 77

Vi



Free market capitalism simply cannot meet society's

Welfare Needs ..o 87
Many things just cannot be produced by the market

system, including such services as defence and law and

OFAET .. 88
Quality of Life

Even though people are richer on average, they are no

happier, so we should stop pursuing economic growth ..................... 8
A market economy offers people no more than a crass,

materialistic life ... 18
The market cannot protect the environment .............ccccccuvineuvcicnininnes 28
We are using up resources for the future; we should all

learn to live more SIMply ......cccocviviiiiiniiciices 38

We have to live more simply and restrain our
extravagant lifestyles, or pollution will overwhelm the

Earth's ability to cope With it .......ccccoiiiiiiiiniicicirinciccscccienee 48
Business is polluting the environment, which we should

all enjoy, just for the benefit of the rich.........cccoouviiiiccinininciccininins 58
Nuclear power is uniquely dangerous and should be
DBaNNed......coviiiii s 68
We should switch all our energy to derive from

FENEWADIE SOUICES .....ouviiiiii s 78
Genetic modification is dangerous and should be banned................. 89
We should discourage use of private cars by making

them more expensive to drive ... 94
Curbs on budget airlines are needed to protect the

ENVITONMENT ....oiiiiiiii e 98
Globalization

It is important for us to understand the causes of poverty................. 9
The gap between rich and poor countries is growing

larger, meaning that global poverty is growing worse...........ccccec.... 19
We must increase the foreign aid we give if less

developed countries are to escape from poverty ............ccovevininnans 20
Developed countries have grabbed too large a share of

the world's wealth..........ccccoiiiciniiccccce e 29

vii



We should help third world producers by buying Fair

Trade GoOdS.......ccviiiiiiiiii s
We should all boycott multinationals which have

children and women working long shifts for low pay in
SWEALSNOPS ...t
We should ban cheap imports made possible by low

wages and poor working conditions...........cccccceviviiiiiniiiinn
In a new form of economic colonialism, multi-nationals

are forcing harmful products such as junk food, high tar

cigarettes and baby milk onto poor countries ..........c.ccocveviriiiiinenns
The results of globalization and free markets can be seen

in the shantytowns of third world countries .............cccccuviveuvcinininnee
Drug patents should be scrapped so third world

countries can access them ...
Developing nations need tariff walls to protect their

fledgling iNAUSEIIES .......cvvvviiiiiiii s
We need to control movements of capital across borders

to prevent funds leaving the country that are needed for
INVeStMENt here ...
We owe it to our labour force to protect their jobs by

IMiting imMpPOItS......coiviiiiiii s
We must subsidize our industries, to compete with

foreigners who do the same to theirs ...
Britain's wealth came from exploiting its colonies, and

should be repaid to some degree ...........cccocuvcuciniuniiicicininiincicininennes
The arms trade is immoOTral.........ccccouuriiiicininiicniircccieceeieines

viii



Introduction

There are many erroneous claims and statements about economics,
politics and society. At least some of them will be uttered publicly
every day. Some of them have the status of truisms, in that it never
occurs to those who utter them that they might be incorrect. Some
have the character of mantras, with the users more concerned about
the effect than the content. People tell us in all seriousness that, “the
rich are getting richer, the poor poorer, and that the gap is
widening”. It isn't. They tell us that, “the world is running out of
scarce resources”. It isn't. Some of these misconceptions derive from
simple errors of fact. In some the mistake comes from an erroneous
view of how institutions function and, very often, of how economics
works.

Some of them represent value judgments such as, “capitalism is
based on greed” which analysis and argument show to be incorrect.
Some of them derive from a sort of paranoia in which it is imagined
that mere men and women are helpless in a world run by dark forces
aspiring to crush them. Some of these refer to, “big business”,
“multi-nationals”, “the West”, and of course, “the rich”.

Some derive from an almost religious conviction that, “we all have to
live more simply”. These express perhaps unconsciously a yearning
for more simpler times, for as fast as one argument for this is
exposed as erroneous, another slips into its place without change to
the user's beliefs. Many of these errors are routinely propagated by
Non-Governmental Organizations in order to attract attention,
support and funding.

From the numbers of the misconceptions that I have encountered I
have made a selection of 101 of them, and in each case presented a
personal refutation. In many cases there will undoubtedly be more
persuasive arguments to be made, but I tried to keep them brief,
aiming to make the case against them within about 300 words.

My hope is that my case will give people the resolve to stand up
against these errors and to point out the falsehoods they propagate.
Not only might they help people to clarify their own thoughts, they
might also help people put the case for sound, unmuddled thinking
to other people in discussion and debate.
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To make the arguments easier to dip into, the table of contents
groups them into broad themes. Even though this is not the order in
which they appear in the book, it is designed to make it easy for the
reader to locate those which cover particular subjects, while making
the book itself more interesting and entertaining to read.



Equality is more important than freedom.

No. Freedom is more important. It is not a value which competes
with others, but the source and condition of all values. Freedom
gives people the chance to express themselves and their
individuality. It is what makes them human. Animals can be cared
for, fed and sheltered. Human beings are not pets or domestic
livestock to be protected. They make moral decisions and act on
them. They face the consequences of their actions and acquire
responsibility and moral growth. All of this requires freedom.

People are not equal and never will be. Life would be dull if they
were. They differ in strength, size and intellectual power. They differ
in looks and in character. They differ in talent, and in athletic
prowess and musical ability. They differ in the value of the services
they can render to their fellow humans. If we pay them equally for
services of unequal value, we lose the signals which tell people
where to direct their efforts.

We can and should choose to make people equal before the law, and
to say that they should all be treated equally by it. This expresses not
a fact of life, but a determination on our part to create a just society
and to respect the rights of all who respect the rights of others. The
law looks at the criminal abuse of people's rights, rather than at the
criminal, and prohibits it no matter who does it.

Some point to what they claim is a trade-off between people's
freedom to live as they wish and their health and well being. This is
completely false, for without freedom there is nothing to trade. We
might choose immediate pleasure at risk of long-term consequences,
but that is not a choice between freedom and other things; it is a
choice only made possible by freedom. Without that choice we are
no longer autonomous beings.



When the state gives us rights, we have responsibilities
to it in return.

The state doesn't give us any rights; we give the state some powers.
The rights we enjoy are not political ones given to us by some
gracious authority; they are ones we owe to each other as human
beings. Each right has its corresponding duty. One person's right to
life corresponds to the obligation upon others not to take that life.
One's right to property translates into another's duty not to steal.

We choose governments for our convenience, although some less
fortunate people have them imposed by violence. They derive from
our rights rather than constituting the source of them. In a free
society, for our convenience we might choose to delegate our right to
justice to an impartial authority of our peers. We might choose to
band together for our joint defence against hostile intrusion. This is
how the powers which government wields come about.

We owe responsibilities to each other. Most importantly we owe to
others the obligation to respect their rights. But we do not owe
responsibilities to the state; it owes to us the responsibility to carry
out fairly and properly the tasks we have assigned to it. Government
is not our master, to keep us in line and occasionally give us some
rights for ourselves. It is our servant, employed by us to perform as
instructed.

The English common law tradition recognizes that people can do
whatever the law does not specifically forbid, but in the continental
Napoleonic Code tradition, people can only do what the law
specifically allows. This leads people falsely to suppose that the state
is giving them these rights, when it would be more accurate to say
that the state is recognizing those rights. Our responsibility to behave
fairly and decently is something we owe to other people, not to
government.



True socialism has never been tried.

Neither has 'true' capitalism. If it was capitalism that has been tried
in capitalist countries, then it was socialism that was tried in socialist
ones. We compare like with like. Either we talk about the record of
both capitalism and socialism in the real world, with all its
compromises and imperfections, or we talk about some theoretical
ideal of what each might be, if only the world and the people in it
were different.

Too often would-be socialists want to compare capitalism in practice
with some idea they have of what a socialist utopia might be like.
The truth is that socialism was tried in many countries in different
forms and had a deplorable record in all of them. It was
characterized by suffering, shortages and the suppression of human
freedom. In most cases it was accompanied by mass murder.

This is no accident of a revolution betrayed, but an inherent flaw in
the idea itself. It seeks to make men and women into something they
are not and do not want to be. It seeks to make them conform to the
socialist's vision of what he or she thinks they ought to be. Since real
men and women are self-motivated and have their own desires and
preferences, in a socialist state they must be forced to behave
differently. Compulsion is thus at the very core of socialism.

Capitalism, with its free markets and free choices has, for all its
warts, proved more successful, more efficient and more humane. It
delivers the goods far better than do socialist economies, and it
manages to do so while allowing a far greater range of freedoms. It
goes with political freedoms, free media and freedom of association,
employment and travel, all of which are denied in socialist countries.



It is wrong that so few people should own so much of
the nation's wealth.

The wealth in no sense belongs to the nation, since we are talking
about wealth which belongs to individuals. The statement comes
down to saying that it is wrong for some people to own vastly more
than others. This is not self-evidently true, and there are many
advantages to people in society if concentrations of wealth are
possible.

Firstly, estimates of the distribution of wealth in society are often
wrong. They conveniently count shares and landed property, while
often neglecting the entitlements which constitute the main source of
wealth for ordinary people. Pension rights are often treated as if they
did not exist or had no value to them, while other estimates
deliberately omit wealth vested in housing, which is most people's
main item of value.

That said, there is nothing wrong with an uneven ownership of
wealth. Some people are more prudent, some more successful than
others. Some show enterprise and initiative, and the accumulation of
wealth represents the reward for their activities. In a free society,
even if people started with an equal amount of wealth, there would
soon be wide variation.

Possible accumulation of wealth not only stimulates entrepreneurs
into socially useful activity; it often provides the means. Wealth can
be put to work by investment in creative enterprises. It can create
employment, and can lead to the creation of more wealth. Pools of
capital are necessary to most economic enterprises; they are a vital
tool by which societies become richer.

Of course we want decent living standards for those who cannot
make it on their own, but we also want opportunities for those who
wish to advance themselves and who can benefit society in doing so.
Inequalities of wealth are not important; what counts are the
opportunities for people to create the wealth that enables society to
improve its services.



The industrial revolution brought poverty and misery
for the masses.

The masses already had quite enough poverty and misery. The
mediaeval myth of rosy-cheeked and carefree villagers dancing
around the maypole before returning home to dine on roast beef is a
later construction of romantic conservatives. The reality was squalor
and unremitting toil. People worked the entire day, and lived on a
poor, basic diet of which there was often not enough. Death from
disease or childbirth was common, as were malnutrition and
starvation. A more real impression of what life was like can be
gained by looking at agricultural economies in poor countries today.

The industrial revolution created employment opportunities and
gave the chance of advancement. True, women and children worked
long hours. They had always done so. True, working conditions
were poor and often dangerous. They had always been so. The
working class housing that characterized Northern and Midlands
industrial cities was an improvement on the squalid and primitive
hovels which the agricultural poor inhabited.

Industrialization enabled labour to be more efficient, and to add
more value to goods, enabling workers to be paid more. With the
spread of mechanized production, the wage labourers were
gradually able to afford better food, better clothing, better household
goods such as china, and luxuries such as tea. It was the industrial
revolution that made it possible for people to become richer by
creating wealth and to move away from mere subsistence.

The wealth-creating process gradually made society able to afford
better public health and social amenities. It enabled society to afford
higher standards of safety at work. It was the wealth generated that
made families rich enough to educate children instead of needing
them to work.

It is only natural that we compare the conditions of early
industrialization with our own, and call them “Dickensian”. We
should really compare them with what prevailed before then.
Capitalism was a step up.



We should create public sector jobs to boost
employment.

There are no public resources, except those which government takes
away from its citizens. If government is to spend money on projects,
this means that private citizens are deprived of those funds.

Government can appear to create jobs by means of public spending.
They can enter the market as purchaser for certain projects, and see
new jobs apparently created in response. These new jobs owe their
existence to that government demand, and many depend on it for
their continuation, in that unless the spending continues at that level,
the new jobs may disappear.

Government funds such projects by taking funds from the private
sector, either by open taxation, by stealth taxes, by borrowing, or
even through inflation. Either way, it takes away the funds which
sustained jobs in the private sector. People have less to spend on the
goods and services of private business; they have less available to
invest in it. This means that temporary, government-created jobs are
at the expense of real, lasting jobs in the private sector.

Furthermore, government commands goods and services
inefficiently. It costs more for government to perform many deeds
than it does for private business to do the same. This is because
government bureaucracy is often more cumbersome and more
costly. Lacking competition, there is no pressure to make it efficient.

Government-created jobs are often capital intensive, such as
infrastructure jobs in road or bridge-building, and use a great deal of
costly equipment for each person employed. By contrast, the luxuries
foregone when the private sector is subjected to extra taxation tend
to be in labour-intensive service areas such as dining out,
hairdressing, etc.

The effect is to ensure that more jobs are destroyed than can be
created. The problem is that political leaders are usually praised for
the visible new jobs, without being blamed for those which quietly
disappear from the private sector.



Freedom is all very well for the strong, but the poor and
the weak come off worse without the state services.

In fact the poor and weak usually get the short end of the stick
within the state services. With limited resources and many claims on
them, the best of the state service tends to go to the articulate and
self-confident middle classes who know how to use the system.
Under a system which allows these people the freedom to provide
for themselves, the state can concentrate its scarce resources on those
who really do need them. Universal services and benefits have to
spread their resources thinly to everyone.

It is not just the “strong” who benefit from freedom. Most people
benefit by giving effect to preferences and having competitors
struggling to supply them. Everyone benefits by the improvement
which innovations and new types of service bring when the service
is private. It might be the strong who take the lead in demanding
better services, but the improvements made as a result usually
spread down to benefit others. It is the discriminating customers
who improve the product, but everyone gains from the
improvement. Even those who know nothing about electronics have
their products improved by the actions of those who do.

There is good reason to suppose that if the poor and weak were
given the same type of choices that others have, they would get
better services than those doled out to them under universal state
provision. Choice of schools, as in Sweden, leads to improvement in
education and in parental satisfaction. Choice in healthcare would
achieve similar improvement.

The weak can receive more support if resources are not dissipated
among those who could do without it. It might be better simply to
allocate money directly to the poor to enable them to command
adequate services. The freedom to choose is as valuable to those in
the lower economic strata as it is to the strong, for it gives them
access to the better services they need.



Even though people are richer on average, they are no
happier, so we should stop pursuing economic growth.

Surveys show roughly the same proportion of happy people as there
were 20 years ago when standards of living were lower. From this
Lord Layard and others conclude that economic growth does not
bring happiness and that we should aim for a simpler, more equal
society rather than for a wealthier one.

There are things that can be said about wealth brought by economic
growth. It makes more opportunities available. At some levels it can
remove unnecessary sources of unhappiness such as disease and
starvation. It can make it easier to achieve goals, or to lead a more
varied and fulfilling life.

Surveys about happiness also show that people say they are happier
when they feel their circumstances are improving. They are less
likely to profess happiness in a wealthy society that is static than in a
less rich society which is advancing. It is the improvement which
counts, not the actual level. Jefferson rightly pointed to, “the pursuit
of happiness” rather than to any given level of it.

Humans are not the sort to enjoy static contentment. They seek
challenges and the thrill of achievement. The peaceful calm of the
Lotus Eaters is not for them, and neither are the sheep-pen and the
secure pasture. Those who think of happiness as, needs satisfied fail
to spot that those needs include challenge and change. Humans are
aspirational, seeking much more than the provision of necessities.
Better a human dissatisfied than a pig satisfied.

It is not up to economic commentators to say what levels of wealth
and achievement people are to be allowed to make them happy
enough. People themselves will determine the limits, if any. To
achieve a society in which more people are happy, far from curbing
economic growth, we will aim at one which affords its citizens
opportunities for advancement.



It is important for us to understand the causes of
poverty.

No. There are no causes of poverty. It is the rest state, that which
happens when you don't do anything. If you want to experience
poverty, just do nothing and it will come. To ask what causes
poverty is like asking what causes cold in the universe; it is the
absence of energy. Similarly poverty is the absence of wealth. For
most of humanity's existence on this planet, poverty has been the
norm, the natural condition. People hunted to survive or lived by
subsistence farming, and they were poor. In some parts of the world
this is still the case.

The unusual condition is wealth. This is what changes things. We
should ask what are the causes of wealth and try to recreate and
reproduce them. When you ask the wrong question, “what causes
poverty?” you end up with wrong answers. People fall into the trap
of thinking that the wealth of some causes the poverty in others, as if
there were a fixed amount of wealth in the world and that rich
people had seized too large a share of it.

In fact wealth is created, and it is only during the last 250 years or so
that we have found how to do this on the grand scale. Wealth is
created by production and enterprise, by the specialization of labour,
and most of all it is created by exchange. Instead of trying to take
wealth away from rich people and redistribute it, we should be
seeking to implement the conditions in which as many people as
possible can join in the wealth-creating process for themselves.

Poor countries will not become wealthier because we give them
some of our riches. They will climb out of poverty the same way we
did, by producing and selling goods and services and by creating
wealth in the process.



The state is right to protect people from themselves.

People? That means you. Would you like to be protected from
yourself? In the first case this means that the state has to take the
decisions about what we do or do not need to be protected from. One
step down this road and you are lost. The state might decide you
need to be protected from smoking. If its scientists tell it that refined
white sugar and salt are bad for people's health, it might protect
people from those too. Maybe saturated fats, such as butter, as well.
Maybe it should protect people from the physical inactivity which
might harm them?

After deciding what it considers injurious to us, the state then takes
the decision to protect us. It does this by preventing us from doing
what we would otherwise have done. It can only do this by force,
sanction, or the threat of the same. So the state takes away our
freedom to do what we decide to do, and then uses force to make us
do what it wants us to.

John Stuart Mill thought that only if someone causes or seriously
risks physical harm to others should the state stop them. Should it
prevent them using a dangerous bridge? No, he said. It can provide
them with information, put up a sign and even urge them not to
cross. But it is up to people themselves to assess the risks and take
the decision. Some claim that the state knows better than we do.
Unlikely, since there is no shortage of media sources telling us about
what dangers we face.

And what about non-physical harm? People might be deeply
distressed by your non-attendance at prayers, but that does not give
them the right to constrain you into worship. The only safe rule is to
listen to advice, make your own decisions and take the
consequences.
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Only the guilty have anything to fear from surveillance
or police searches.

The cry of oppressive and intrusive authority has always been that,
“only the guilty have anything to fear”. It isn't true. Even the
innocent have to fear an over-mighty and intrusive state. It has
always been the case in free societies that each individual has a
private domain. It's not that it holds guilty secrets, but that it holds
private things that are no-one else's business.

Why should the state be allowed to open our mail, to snoop on our
electronic communications, to tap our phones and to spy on us with
its cameras? We are right to wonder why an innocent state would
want such information about us. The mere possession of such
information poses, in itself, the risk of abuse. Those with access to it
are put in positions of power over others; the information could be
used to blackmail or intimidate. It need not be about illegal activity,
merely that which would cause embarrassment if it were known.

In free societies we put limits on the law. We deny it the right to
snoop on the off chance of finding guilt, but require it to show good
cause for its investigation. We demand that it states what crime is
suspected, rather than allowing it general warrants to see what it
might find. We are not servants and underlings to be ordered about
and kept in place by a mighty state: rather we are free citizens who
sustain that state to serve us. It has no right to powers beyond those
we accord it, and we do not choose to give it the right to know more
about us than it needs to know in order to serve and protect us.
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Great inequalities of income cannot be justified.

Inequalities of income do not need to be justified. The economic
rewards in market-oriented societies are not supposed to be just.
They reflect the economic worth of the goods and services provided,
and in no sense correspond to our notion of justice or moral worth.

It might not be “fair” that a dedicated nurse earns so little, when a
popular entertainer can pocket millions by recording a few songs. It
is not supposed to be fair. The point is that, vital and worthwhile
though the nurse's services are, they are performed to few people.
The popular entertainer, on the other hand, performs a service which
millions of people are prepared to pay for. The economic reward is
greater because he or she satisfies greater numbers. There is nothing
fair or unfair about it.

Attempts to replace the rewards given dispassionately by the market
with ones corresponding to our scale of values lead to disruptions
and shortages. If we pay social workers more than truck drivers
because we think they are “worth” more, this will cause a surplus of
social workers and a shortage of truck drivers. The wages of truck
drivers will no longer attract sufficient numbers of ambitious
youngsters into the profession, whereas more will go into social
work than are needed.

Wages tell us what certain jobs are worth and if we try to set them
arbitrarily we lose the spontaneity and self-correcting mechanisms of
the marketplace. The prospect of high incomes attracts people into
certain types of economic activity which bring widespread benefits,
and rewards usually come to those who provide popular services.
Income inequalities, far from being bad, are what encourage more
people to undertake activities there is a demand for. The prospect of
high incomes spurs people to ambition and achievement, and to
bring benefit and satisfaction to other members of society in the
process of attaining them.
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Prices of essential goods should be controlled so that
the poor can afford them.

Price caps are one of those things that sound fine in theory but are
disastrous in practice. Prices are signals which tell about supply and
demand, like the markings on a thermometer tell about temperature.
And just as you can't control temperature by bunging up a
thermometer, you can't control supply or demand by fixing prices.

When the price rises for scarce goods, it tells people to consume less
and maybe switch to alternatives. It tells others to produce more of
them because there are profits to be made. The combination of less
consumption and greater production acts to redress the scarcity. But
it only works if prices can send their signals. If they are fixed by law
to shield poorer people from their effects, there is no disincentive to
consume, nor any reason to switch to alternatives. Nor is there any
incentive for producers to bring more of the goods to market.

If the price of bread is fixed because of rising prices in a shortage,
there is no incentive for people to turn to alternatives like other
grains or potatoes. Nor is there any incentive for farmers to bring
more wheat to market, or for foreign merchants to bring in their
wheat to take advantage of the greater returns. There is no signal
telling farmers they could profit by planting more wheat next year.

All that happens when prices are fixed by law is that the supply
dries up, usually because no one can make money by selling at the
fixed price. Then the state steps in again to ration the scarce goods
“fairly”, and passes new laws to stop black market dealing in them.
We see this happen for bread, fuel, and rented accommodation.
Ultimately, the outcome is clear: if you fix the price, you only
succeed in choking off the supply and making the shortage even
worse.
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A small rise in inflation is a legitimate price to pay for
reducing or eliminating unemployment.

There is no trade-off between the two. A “small” rise in inflation
means that the government is creating false demand, and sending
false signals about the real cost of investment. Making more money
available pushes down the cost of borrowing. It also steals from
people by making money worth less than it was, reducing the real
value of their savings, and it therefore discourages thrift.

There is over-investment in producer goods as a result of the false
demand. This does indeed create temporary jobs, jobs which will be
lost as soon as the money which sustains them stops being pumped
in. Furthermore, the loss in everyone's purchasing power which
results from the inflation means that jobs are lost in the wider private
sector because people can afford fewer of its goods and services.

Governments tried in the past to sustain the job expansion by
increasing the rate of inflation. All this did was to postpone the day
of reckoning for a little while. The “small” rise in inflation does not
lead to a reduction in unemployment on any permanent basis. What
it does lead to is a larger and larger rate of inflation as government
struggles to ride the tiger.

When hyperinflation comes and the squeeze is applied, all of the
“new” jobs are lost, together with many more as the economy
plunges into recession. It actually happened in Britain, as in other
countries.

The point is that inflation, even at modest rates, distorts the
economic process with false signals, and leads to investment in areas
where there is not the genuine demand to justify it. The real way to
reduce unemployment is to achieve honest money that holds it value
and the right conditions for enterprise. Then genuine economic
growth will create the new jobs.
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Government investment is vital to protect industry and
jobs.

It's a matter of historical record that government investment is
reasonably fatal to industry and jobs. What government does is to
take taxation from those industries which are successful, and
redistribute some to those which are not. In doing so, it takes away
resources which would otherwise be available for investment in
expansion or the purchase of goods and services.

It puts these resources into industries for whose goods and services
there is not enough private demand. Government tends to choose
industries for political, not economic reasons, and to make bad
choices. “Picking winners”, means picking losers. For all of the
public jobs created by public investment, rather more jobs will
quietly disappear from the private sector in consequence.

Government investment in industry involves spending other
people's money on somebody else. Since it is not their own money,
the politicians and bureaucrats do not have the same incentive to
make good and wise decisions as do those whose livelihood or
reward depends on success. They do not have the same drive to
ensure that the goods produced will be of the quality and price to
hold their own in the marketplace.

Furthermore, government investment is usually called for when
private investment has failed to materialize in support of certain
industries. There is a very good reason why it did not appear; it is
because private investors had low expectation of any returns to be
made by doing so. When government does invest, the industries
concerned become dependent on continual state handouts and
unable to attract private funds in its place. The graveyard of Britain's
industrial history is littered with the corpses of failed state
investments, whether in steel, ships or motorcycles. Government
investment in an industry is the kiss of death.
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Rich people should not be able to buy better health care
and education.

Rich people buy better versions of most things. They buy smarter
cars, better houses, higher quality music systems and more
expensive food and clothes. This is one reason why people want to
earn more — wealth brings better goods and services and more
choices, too.

Some claim that education and health are different, and that we
should all have the same quality, with no one able to buy better. Few
say this about other essentials such as food, or urge a state monopoly
of food production, with no-one allowed to buy better than whatever
standard supply the state was able to deliver.

When people are allowed to buy better things, more money enters
the market, and what starts as a luxury for the rich gradually
becomes affordable to most buyers. Today's common flat screen
colour TVs were previously affordable only by the wealthy. In many
markets product improvement and innovation start at the top end -
it is often where producers earn greater rewards — and work
downwards.

If people are allowed to buy better health and education, this brings
more money into health and education. It also allows the state to
divert the money it would have spent on meeting their needs toward
those less able to provide for themselves, and to give them access to
better services.

Some feel that equality of opportunity is fairer, but nature knows no
such equality, equipping some people with more intelligence, better
looks, or more caring parents. Similarly in health the accident of
inheritance puts some at an advantage over others. What we can
seek, rather than an unobtainable equality, is a society in which
everyone has access to an education which can develop their
potential, and a healthcare system which will provide essential
treatment for those who need it.
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Private sector health and education cream off the very
best in resources and personnel from the state sector.

When people pay for private health and education, they save the
state money because it no longer has to provide facilities for them.
Furthermore, the money they spend for themselves means that the
total expenditure on health and education is increased. And because
the private sector has to be responsive to what consumers seek, it
gives the public sector some idea of what it is that people want. It is
not true that it drains away state service personnel; only a tiny
fraction of those going to work in private healthcare come from the
state sector.

Private health and education do not take resources away from the
public sector; they give it more to spend per head. They may, by
providing more flexible conditions, attract some of the most talented
personnel. But they also improve conditions in the state sector by
taking away some of its workload; and there may always be those
who prefer to work in the state sector. Machines bought for use in
private medicine increase the total supply of health equipment and
the supply of equipment per head for the population. Their use
enables waiting times for NHS equipment to be cut.

The private sector often acts as pacemaker for the public sector,
making advances in services and techniques which the public sector
can follow. Some of the innovative treatments are available first in
the private sector, and spread over into the state sector once their
value and efficacy have been established. In both health and
education it is not so much the financial rewards which draw people
to the private sector; it is the attitudes and conditions they find there.
The weight of bureaucratic compliance and the endless form filling
are absent, and personnel have more time to interact with those they
are serving. The parallel private services do not undermine the state
services; they bring about their improvement.
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A market economy offers people no more than a crass,
materialistic life.

What market economies offer are choices and opportunities. They
allow people to acquire the wealth that brings new things within
reach. In some cases these will indeed be material things. If a person
can become sufficiently well off to afford decent housing, enough to
eat, adequate clothing and shoes, these are all better than their
absence.

But a market economy brings more. It allows people to buy the
things that make life more rewarding. They can enjoy music,
communicate more readily with each other and travel to places
previously out of reach. These, too, are the result of material things.
They do not represent a crass materialism, however, because they
give the chance to improve life's social interactions and its mind-
broadening opportunities. It might take material objects to enjoy
music and to visit exotic places, but a person with access to them
does not lead a crass life in consequence.

Even beyond the personal possessions that can add to life's
experiences, the wealth created by a market economy enables people
to afford better services such as health an education. It enables them
to enrich their surroundings with fine architecture. Better education
opens doors to life's opportunities, and good health brings the
possibility of activities such as sports and hobbies. They require
material goods to become possible, but the opportunities they offer
are far from materialistic.

Wealth is a tool. It enables the holder to trade it for the things they
value. Some might indeed use it to acquire more possessions; it is
their choice. For others it might be for enjoyment of the arts, the
theatre and the concert hall. Some might seek satisfaction in beautiful
objects such as antiques of works of art. The wealth created by
economic growth gives access to all of these, and it allows us to
express our personality by the choices we make.

18



The gap between rich and poor countries is growing
larger, meaning that global poverty is growing worse.

This is usually recited parrot-fashion as a mantra: “The rich are
getting richer, the poor are getting poorer, and the gap is widening.”
In fact the rich are indeed growing richer, and in most places outside
Africa, the poor are growing richer too. Historically the gap has
never been narrower, though civil wars have held back progress in
Africa.

Prof Paul Ormerod has measured the Gini coefficients which reveal
income disparities, and shown that since World War II the world has
become more equal, not less. Common observation shows the same.
After the Second World War there was a handful of rich countries,
mainly in Europe, the US, and the former dominions. The rest of the
world was dirt poor, with most of their populations struggling to
survive on subsistence farming.

Since then Japan joined the rich club, followed by the Asian quartet
of South Korea, Singapore, Taiwan and Hong Kong. Then came the
little tigers, including countries such as Thailand and Malaysia. Then
economic growth came to some of the countries of South and Central
America. Most recently and most spectacularly, China and India
have surged ahead.

Last year saw more people lifted out of poverty than in any previous
year in human history. Fundamentally we now know how to do it,
by enterprise and trade. Instead of trying to implement socialist-style
5-year plans, with governments directing aid-assisted industrial
growth, most countries now try to get the conditions right for their
businesses to get ahead on their own.

Poor countries can turn their low wages to economic advantage by
producing lower cost goods to sell to the rest of the world. The
money thus gained can be re-invested in expansion and
development, and the wages gradually rise. This roughly mirrors the
way in which the rich countries did it.
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We must increase the foreign aid we give if less
developed countries are to escape from poverty.

Foreign aid does not lift countries out of poverty; trade does. No
poor country has ever become rich from foreign aid, and no poor
country which has become rich achieved it without trade. The notion
that poor countries will become richer by a more equal sharing of the
world's wealth is wrong; they will become richer by creating
additional wealth for themselves, just as the rich ones did.

It's all very well for people in rich countries to feel good by
increasing foreign aid perhaps from 1 percent to 2 percent, but it will
make negligible difference. If they at the same time ban the import of
goods from poorer countries or impose punitive tariffs on them, they
are preventing people in those countries from pursuing the surest
path out of poverty.

The EU waxes pious about the few crumbs of foreign aid it hands
out, and then sets tariffs against the goods the poorer countries
produce in order to protect its own producers. Its Common
Agricultural Policy is little short of criminal, subsidizing its domestic
agriculture so foreigners can't compete, them dumping surplus
goods onto world markets so they can't sell there either.

Humanitarian aid to combat disease and starvation and to bring
relief after natural disasters is a good thing which we perhaps could
and should do more of. But development aid is not. Instead we
should open our markets to their produce and buy as much as we
can. With the money that trade brings they will be able to invest
more in developing and upgrading their industries.

Many once poor nations are now set on the upward path that trade
makes possible. On our part we can buy their stuff and switch our
own economies to produce different things. This, not aid, will help
them out of poverty.
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We should allow the police to hold suspected terrorists
for a long period while the evidence is assembled.

When the law holds people in custody it has them as prisoners. Since
they have not been before a court and convicted of a crime, we must
be careful that this custody does not constitute a sentence without
trial. If the authorities can hold people indefinitely to question them
and gather evidence, they will not need a trial to sustain what is, in
effect, a prison sentence. This is why the law forbids them to do so
for long periods. They are required to produce the accused in person
before a court of law. It is called habeas corpus and is one of the
cornerstones of our liberties. The law cannot hold us
incommunicado; it must produce us in the body.

The period is short, typically 48 hours, and can be briefly extended
only by asking the permission of a magistrate. This cannot be
repeated indefinitely; at some point the accused must either be
released or charged and go to trial.

Government has attempted to extend this period of confinement to
many weeks in cases of suspected terrorist crimes, but produced no
good reasons to support its case. Neither Parliament nor people were
told why so long a period was deemed useful or necessary.

The problem is that when police are given powers, they have used
them for cases they were never intended to cover. US laws designed
to stop mafia-style racketeering have been routinely used on
business transgressions. A UK anti-terrorist law enabled police to
detain an 80 year-old who dared heckle a government minister, and
a Scottish pedestrian who walked along what was marked as a cycle
track.

The law which prevents long confinement without trial is important

for our liberties. Nothing has emerged to suggest that it should be
over-ridden when the police wish it to be.
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Getting everyone's DNA on file would allow us to track
down criminals and protect society.

If we wanted simply to track down criminals and protect society in
the most efficient way, we would watch everyone all the time, listen
in on their every conversation, constantly record all their
movements, and know everything about them it was possible to
know. Criminal activity would be difficult, given this approach, but
no doubt clever criminals would find news ways of concealing their
activities.

Even though it would undoubtedly be efficient, we don't allow it
because we don't want to live in that kind of society. We want a
private domain in which we have space that is only for ourselves and
those we choose to share it with. The state has no business in that
domain.

We treat people as innocent until proven guilty. We do not start with
the assumption that all people are criminals, if only we had enough
information on which to convict them. Only those who transgress the
law, or who give grounds for reasonable suspicion, forfeit the right
to that private space and prompt the state to enter it to protect the
rest of us.

Our DNA is private information. It not only tells uniquely who we
are, it can be used to tell where we have been, and in some cases
what we have been doing. The state has no right to such information
without good grounds for suspicion. It is more information than it
can be trusted with. DNA tells even more than that, however, it tells
of our genetic traits, something of our abilities and potential, and the
conditions and diseases to which we might be prone. There is no
way we want this information in the hands of a body we put in place
to serve our interests. It would give it more power than any
authority can be trusted with.
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Scarce resources should be allocated on the basis of
need, instead of going to the highest bidder.

If scarce resources are allocated on the basis of need, they stay scarce.
When allocation is other than by price for goods in short supply,
nothing is done to relieve the scarcity. When allocation is by price, it
does act on the shortfall.

In a market situation, goods in short supply command high prices.
This means that producers and dealers make good profits, and
others are attracted to do the same. The high prices bring new
sources of supply to the market, and the price falls gradually as the
scarcity is relieved.

When allocation is on the basis of need, there are no high prices and
profits to attract new supplies, so the shortage goes on. Consider the
case of a new product such as computers or DVDs. At first they are
for the very rich, but the profits attract competitors, and the
increased supply brings prices within reach of ordinary people.

Consider, more revealingly, the case of two villages in a famine.
Village Bigthorpe allocates the scarce food on the basis of need, and
all starve together. Village Littlethorpe lets food prices rise. The high
prices attract produce from all around and far away. People have to
sell their rings and go into debt, and lots of merchants get very rich.
But Littlethorpe survives.

Poorer people can be helped not by rationing, but by being given the
resources to buy their necessities. Ultimately they are better served
by a wealth-generating society in which supply can be brought to
meet demand, and in which the market responds to changing
circumstances. Such a society will improve their living standard and
their command of resources faster than any which tries to allocate
according to perceived needs, and which prevents prices from
sending their signals and eliciting a response.
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It is more rational to plan for the satisfaction of our
future wants and needs than to expect blind chance to
do it.

This is true, but often the statement is used to claim superiority for a
centrally planned society and for government intervention in the
economy. Neither of which it is true. We all plan individually for the
satisfaction of our wants, and imperfect though we are, we tend to
do it more accurately than government does, and in less costly ways.
We are not leaving it to blind chance if we fail to plan collectively;
we are planning individually. We know more about our
circumstances than any government can, we know more about our
needs and preferences, and we have a bigger stake in the outcome
than any bureaucrat can ever have. We plan for ourselves; they do
not.

The free society produces an overall order out of all of these millions
of inputs. It directs towards the satisfaction of our wants the
activities of distant people we will never meet, and has us helping to
meet the needs of strangers.

This spontaneous society is better at meeting our needs than any
alternative which can be dreamed up by a single human mind, or by
a small elite. The larger society contains information from all of us,
and produces an ordered outcome not sought deliberately by any of
us, but more rational than blind chance could produce, and certainly
more rational than anything government could ever achieve.

It meets our needs efficiently and continually directs resources to
those who produce the most from them. It enables millions of us to
pursue different goals at the same time. Any attempt to plan what
society as a whole shall do, or what it shall produce, forfeits that
versatility, that spontaneity and that problem-solving ability. It
substitutes the priorities of the few for the needs and aspirations of
the many.
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Government must “prime the pump” by stimulating
demand through increased public spending.

Some urge that when the economy slows, and people are not
spending or investing as much, government should step in with
projects of its own to boost demand with public spending. In fact
when government does this it destroys private sector jobs by taking
away the resources which would have sustained them. Taxes are
higher than they might otherwise be, leaving less to be invested in
private business and to spend on its products.

Moreover, government uses those resources inefficiently. The
administrative costs of sustaining each job are higher in the public
sector, and the funds themselves are used less effectively. “Priming
the pump” often means spending on infrastructure and civil
engineering projects, all capital-intensive and less productive of jobs.

Even in labour-intensive areas, such as the public services, most of
the extra money it puts in is swallowed up by increases in the public
sector rate of inflation. It simply puts in more cash for public
employees to bid for. This happened with the huge sums pumped
into UK public services in the post-2000 budgets. All of the money
was swallowed, but service improvements were not remotely
commensurate with the enormous increases in spending. Indeed,
some things became worse.

Private money goes where economic factors signal it should, but
government cash follows political demands which are not as
commercially viable or as sensible.

It takes a lot of money to sustain each public sector job. The private
sector employs more people for the money. “Priming the pump” is a
now discredited notion from Keynesian days. It creates a temporary
and artificially high demand in certain sectors at the expense of
others, followed thereafter by massive dislocation and
unemployment when that artificial demand ceases. It tempts
government to create artificial short-term 'booms' ahead of elections,
with the consequences coming after they have been safely re-elected.
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Regional aid is necessary to bring jobs to depressed
areas.

This notion assumes that the present distribution of population and
industry is the optimum, and that we should stop it changing. It
further assumes that government can move factories and jobs about
like pieces on a chessboard. Neither assumption is valid.

The patterns of population and economic activity are constantly
changing. Some new product or process can create a localized boom,
and changes in fashion and habits can diminish once thriving
industries. Towns once famous for hats, gloves and cigarettes have
seen those industries shrink, along with the jobs they sustained.

A similar outlook early into our industrial revolution might have
sent regional aid to keep people on farms. Our economic
development involved a change from an agricultural economy to one
featuring various types of industry. People moved and the economy
prospered.

Our economy has changed recently from one dominated by
manufacturing into one with a much larger service sector.
Governments have tried to move jobs to where people are, rather
than helping people to move to where the jobs are. There are barriers
to mobility of both jobs and people, barriers which include housing
shortages and an insistence on uniform national wage rates.

Regional aid makes some areas more attractive by selectively
lowering costs. Grants for new equipment, lower rates, tax holidays
and the like, all try to tempt firms to where they would otherwise not
have gone. They attract marginal firms, unviable without their help,
and easily moved. When the subsidies end, we still find uneconomic
firms in depressed areas, while those easily moved go off to where
production costs are lower.

We should let depressed areas trade on their lower costs, including

wages, and if there are economic changes, we should concentrate on
mitigating their social costs, rather than trying to prevent them.
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Some things, such as health, should not be provided for
gain.

Why not? If gain will motivate people to supply necessary goods and
services, then it can be a useful way of ensuring supply. All goods
and services cost something, and the prospect of gain is a good way
of encouraging people to produce them. Price, as an indicator, tells
them where to direct their activities. Where prices are high, people
produce because profits can be made; and in producing, they
alleviate the shortage which caused those high prices.

A genuine market in such things as health would put resources
where they were needed. Enough people would go into health care
to meet the demand for it. It would settle at a level that people were
freely prepared to pay for. For decades Britain has spent less per
head through its NHS than have its partners with larger private
health sectors. People spend more themselves than they will do
through taxation.

This is not because the British NHS gives better value. On the
contrary, it achieves poorer results overall. Britain has less scanners
per 1,000 of population, less renal dialysis units, less kidney
transplants, and less of almost every objective measure. It also has
higher early death rates on many major illnesses.

Food might be thought even more important, but imagine what the
food situation might be if most people were dependent on
government supplied food, financed out of taxation, run by the
bureaucracy, and available only from approved supply outlets. Even
though food is important, the private market is much more capable
of guaranteeing us the appropriate supply than would a state-
planned system.

If we want a society in which even poor people have adequate
healthcare, there is a better way than mass state provision. It is to
ensure that quality healthcare is widely available, and that resources
are provided to give poorer people access to it.
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The market cannot protect the environment.

The Stern Report described climate change as, “the greatest case of
market failure” the world has seen. In fact the market has not failed —
there is no market at all. There is no market in war, either, which
some think more devastating then climate change. Markets deal with
transactions, not with human behaviour in general. Where there are
no exchanges, there are no markets.

Markets can prompt and regulate human activity by signals they
send about scarcity and prices. They allocate scarce resources in
ways that encourage people to consume less of them and produce
more of them. When some resources, such as air, water, and ocean
fish stocks have no price on them, there are few restraints on their
use. Sometimes production causes 'externalities', such as pollution
and noise disturbance, and the depletion of resources.

The way to have markets protect the environment is to put markets
into place. If some activities contribute to climate change, there
should be a price to pay for doing them. The habit of environmental
campaigners of picking out relatively trivial symbolic targets such as
“food miles” or budget air travel obscures the fact that agriculture,
industry, and power production are among the greatest emitters of
“greenhouse gases”.

Markets can be introduced by putting a price on previously
unowned resources. Fish quotas can be set and then traded, giving
the buyer ownership of the fish and an incentive to conserve them.
Tradable emission permits can discourage emission by raising the
price of doing it. They raise production costs to those who emit
more, and reward efficient, cleaner producers.

Markets can be used to promote the development of clean
technologies by giving them a price advantage, encouraging people
to produce more cleanly by making it more attractive financially to
do so. Markets can protect the environment if they're properly
introduced.
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Developed countries have grabbed too large a share of
the world's wealth.

In fact the developed countries have created most of the world's
wealth. They have been responsible for the discovery and
development of many of the world's resources, and have created the
economies which use them. Without those advanced economies,
many of the materials in question would not even be resources at all.

This is the 'zero sum game' fallacy again, which assumes a fixed
supply of wealth distributed 'unfairly.’ In fact most of the world's
wealth was created by people from the rich countries. They turned
previously inert resources into wealth.

The world does not own resources, nor do they belong equally to the
world's peoples, to be shared out fairly to all. Resources are
developed by technical skill and investment in response to market
opportunities. Oil would be no more of a resource than sand if
people did not wish to use it in advanced machinery. It would be a
useless resource unless people had the skill to extract it and the
wealth with which to do so.

Rich Western countries consume many of the world's resources, but
are responsible for a large part of the world's production and wealth
creation. China is well on the path to development, consuming more
resources every year and producing more goods with them. China is
creating the wealth to lift its people out of poverty. It is not taking a
larger share of the world's wealth, but creating its own.

Far from grabbing “too large a share” of the world's wealth, the
advanced countries have made opportunities for others. Their need
for resources has given poorer nations something of value,
something they can trade. Poor countries will not become rich by
receiving a 'fair share' of the wealth created by others; they will do
by creating their own wealth just as the rich ones did, by trade and
enterprise.
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When people are accused of serious crimes, they should
have no right to remain silent.

The reason why people were allowed to remain silent was that one
of the law's principles maintained that no person could be forced to
testify against themselves. It is a defendant's choice whether to go
into the witness box and face cross-examination; they cannot be
forced to. The right to silence is part of that principle, and no jury
was allowed to count it against an accused if that right were
exercised.

The principle is a serious disincentive to torture. If people cannot be
forced to make statements or to give evidence, the authorities have
much less reason to use torture to make them incriminate
themselves. The police in many countries, including ones where
torture is banned, have used bullying, intimidating techniques, and
what amounts to psychological warfare to secure 'confessions' of
dubious value — people will do anything to stop the oppression. The
right to silence was an important part of protection against that kind
of treatment. If people cannot be required to testify against
themselves, it throws suspicion on 'confessions' which might have
been extracted under duress.

This right to silence has now been modified to allow prosecutors to
invite juries to draw inferences about it. In other words, if people
choose to remain silent, it may count against them in court. It
crucially modifies the presumption of innocence which has been a
cornerstone of justice. By remaining silent, an accused could demand
that the prosecution must prove their guilt. Now a jury might be
asked to hold it against an accused that they did not choose to prove
their innocence.

It also increases police powers to subject innocent people to
questioning. Even if they have done nothing, a refusal to answer
police questions might subsequently be used against them in some
future charge laid against them.
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It's right that acquitted people should be re-tried when
new evidence comes up.

It never used to be, and in enabling it, government has abandoned an
important principle in law. The principle, known as 'double
jeopardy’, is that a person should not be tried twice for the same
offence. Once acquitted, they should be clear. The reason is to
prevent the law playing cat and mouse with an accused, trying and
re-trying them in the hope of a conviction, maybe with a different
jury. If the prosecution has only one go at it, they must take care to
prepare their case properly, and only take an accused to trial if there
is a strong and convincing case.

If they can come back subsequently for another go, there is not the
incentive for the prosecution to prepare their case assiduously, or to
demand an overwhelming body of evidence before they proceed.
They might be encouraged to try on the off chance, knowing they
can always come back and try later if they fail.

The principle of double jeopardy has already been weakened in the
US by allowing federal courts to retry someone already acquitted in
a state court on the same evidence. It has been weakened by allowing
civil actions to follow a criminal acquittal, which should itself be a
complete defence against subsequent actions. To allow retrial of
those acquitted in criminal actions dangerously undermines our
protection from oppressive authority.

Peoples’ sense of justice is outraged if new evidence emerges against
an accused that has been acquitted, particularly if for a shocking
crime. But the principles of law should override the merits of
individual cases. We must accept that some guilty individuals will
go free in order to maintain the principles which protect and
preserve a free society. People's fate must not be at the whim of the
authorities, but protected by the rule of law.
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A sensibly planned economy is more efficient than
random chaos.

But who advocates random chaos? The market economy is not
random disorder; it is a spontaneous and unplanned order. The so-
called “planned” society means one which is planned at the centre
by one mind or a few. The free society is one in which planning by
individuals of their own lives and circumstances cumulatively
produces an overall order not planned by a few, but emerging from
the actions of the many.

The free economy is more rational than the planned society. First of
all, it contains far more information than can be held by one human
mind. Secondly, that information is continually being updated by
individuals. Thirdly, it is constantly changing and adapting to new
circumstances, and modifying itself, learning from errors and
improving itself. The planned society has none of these improving
characteristics. It makes one giant forecast and attempts to fulfil it,
where the spontaneous society makes millions of small-scale
forecasts and constantly modifies them.

The planned society responds imperfectly to the priorities of the
planners. The spontaneous society responds constantly to the needs
and desires of its citizens. Its overall order is at once more efficient
and more moral. It converges on consumer satisfaction and directs
resources to those who are successful at achieving it. At the same
time, it allows individuals to nominate their priorities and to freely
pursue them, instead of making them live as the planners decide is
appropriate.

So a free society is more organized than random chaos, and cleverer
than any centrally planned alternative. It meets our needs efficiently
and continually directs resources to those who are good at doing so.
It enables millions of us to pursue different goals at the same time,
while inadvertently aiding each other. Central planning forfeits that
spontaneity and that problem-solving ability. It substitutes the
priorities of the few for the needs and aspirations of the many.
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The free market does not work in practice because there
is no such thing as perfect competition or perfect
information.

The free market needs neither perfect competition nor perfect
information. It works on the basis of what there is. Textbooks might
talk of such things, and they might be used to make pretty equations
and graphs, but they have nothing to do with the real world.

In the market place there is competition all the time. Sellers are
competing to sell products at different prices, and buyers are bidding
to buy them. When supply is abundant, sellers might have to
undercut each other to get their goods sold. When goods are in short
supply, customers might find themselves bidding against each other
to obtain them. This goes on constantly, changing from day to day
and even from moment to moment as new information emerges.
None of this has anything to do with perfection. It is a continual
process in which available information is acted upon. It does not
have to be perfect; all it has to be is better.

Textbook economists might talk of 'equilibrium prices' at which
supply matches demand, but no one has ever seen such a thing in the
real world. On the contrary, prices are changing constantly and vary
at different times between different types of seller and between
different locations.

Some people take the 'imperfection' of markets as a signal to
advocate central planning and state direction. They want intelligent
minds to supersede the confusing jumble of market interactions and
impose a rational order on things. But there is no such thing as
perfect planning either, and attempts to plan economies have proved
laughably inferior. They have less information, less motivation, and
are less responsive. Comparing the record of free markets, imperfect
as they are, with planned economies and their imperfections, one
sees the market economies winning hand over fist.
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Big business only cares about profit.

The implication of this is that everything else is ignored or over-
ridden in their reckless and immoral pursuit of profit. It's not even
close to the truth. The fact is that business is carried out by business-
people who have the same moral constraints on them that other
people do. Indeed, because of the nature of their activity, they have
rather more.

Business isn't about swindling people or tricking them into parting
with what they can ill afford for something they don't want. On the
contrary, the businessperson gives them goods and services they'd
rather have than the money. In return they give up something the
businessperson would rather have — the money. Both parties gain
from the transaction.

The overwhelming majority of business-people engage in honest,
even honourable activities. Business activity is based on trust, in that
the buyer trusts the seller to deliver the goods, and that they will be
of the expected quality, while the seller trusts the buyer to pay for
them as agreed.

Of course business seeks profits; that's the point of it. But if it seeks
to maximize short-term gains by sacrificing quality and integrity, it's
in trouble, and it knows it. Businesses gain new customers and
repeat customers by their reputation for fair dealing. It's a long-term
strategy to build up and sustain trust. It's against a firm's interest to
short-change its customers or fob them off with shoddy goods. Its
reputation and its trade will soon suffer.

Big business cannot meet its customers face to face as a small trader
can to build up a relationship of trust. This is why it is more
important for big businesses to protect their reputation and their
brands; it stands in the place of the personal knowledge that
characterizes small firms. Business cares not just about profit, but
also about keeping its good name.
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Business should be forced to be socially responsible.

People in business have moral obligations to others, just as teachers
and lift operators and everyone else does. Nothing about the activity
excuses them from these, which include behaving in a responsible
way to others, and respecting their rights, too.

Business people have the additional burden which trust imposes.
They engage in transactions and contracts, and have a moral duty to
keep their side of the bargain. Of course they have a legal duty as
well, but that is not why they behave honourably.

They already perform services to society by making goods and
services available, by creating employment, and by contributing to
society's maintenance by paying the taxes and levies it imposes.
Some suggest that they have the additional obligation of contributing
to charities and the arts, to funding neighbourhood community
schemes, and to supporting causes they deem worthwhile.

Some businesses engage in such activity to boost their public
relations and their reputation. If being seen to do such things makes
them sell more of their product, these are legitimate business actions,
calculated to improve the financial position of the company. It can be
good business practice to maintain excellent employee and
community relationships.

People invest in companies, lending them money in order to
generate a yield from it. It is a company's duty to use that money
with due diligence for the purposes for which it was lent to them. If
they misapply it to themselves, we rightly castigate and even
prosecute them. If they apply that money to causes they approve of,
perhaps because it makes them feel good, this can be a misuse of
funds lent to them in good faith. It was not lent to them to support
good causes, however noble. The lenders could have done that
themselves. If it aids the business it is a valid use, otherwise it is not.

35



Education is a right, not something to be bought and
sold.

Education is bought and sold. It costs money to produce, because
resources and personnel have to be allocated to its supply. The
question is not whether it should be bought and sold, but whether
government should have a monopoly on the transaction.

Education has to be paid for, and people have to be directed to the
production of it. This can be done, albeit inefficiently, by having
government decide on the appropriate level, and by levying
sufficient taxation to pay for it. Education then takes its place in the
queue of demands on public funds. Extra allocation depends on
political pressure, and what level of taxation the government thinks
will be tolerated. It also depends on the level of public outcry at the
standards which the state manages to achieve.

Alternatively it can be provided in a market way, with people
spending on it what they think it is worth, and to the level which
they think is advantageous. People engage in supply activity to meet,
and even profit from, that demand. A wide range of choices are
available for a range of widely different personal circumstances. In
both cases it is a commodity, not a right. People have a scale of
priorities; they have to balance how much they care to spend on
housing, how much to other things such as consumer goods and
holidays, and how much to personal services such as health and
education. This is done very diffusely and imperfectly through the
political process, where individual preferences have to be averaged.

People may decide that in a humane society, everyone capable of
benefiting from education should have access to it at appropriate
levels. Instead of being done through mass state provision, this can
be achieved by ensuring that affordable school places are widely
available, and by helping where necessary through vouchers or
assisted places.
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A university or college education is a public good that
society should pay for.

There's truth in the first part of this. Most of us prefer a society with
educated people in it, and benefit from it. Educated people can
provide services for us, and create the jobs and wealth for the future.
They often also add a certain civility which enhances the lives of
others.

But they already have access to the rewards of their own education.
The main beneficiary of education is the recipient, directly and in
measurable ways. The university or college graduate has access to a
greater range of fulfilling career opportunities, and has access to
much better paying jobs than their uneducated or untrained
counterpart. Those who pay towards their education make one of
life's very best investments — it repays them many times over in
money as well as opportunity.

Someone has to pay for tertiary education. Lecturers have to be paid,
buildings and facilities maintained. If this is paid out of taxation, it
means that taxpayers in general pay for it, rather than just the
beneficiaries of it. It means that the person who leaves school to
become a casual labourer is paying higher taxes so that someone
who is already better intellectually endowed will have access to
better jobs and a higher income for life.

UK university education used to be “free”. No tuition was charged
and students were given a living allowance to support them. It was a
luxury product that could only be given to one in twenty of the age
group. Now students have to support themselves with the help of
loans, and contribute to the costs of their education. It is much less of
a luxury, and one that nearly half the age group can have access to.
Education is indeed a good, and should be as widely available as
possible.
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We are using up resources for the future; we should all
learn to live more simply.

Although it might seem obvious that the supply of resources is
limited, and that they grow more scarce as we use them up, this is
not in fact true. It costs money to locate reserves of scarce resources,
so we tend to search for more as the price rises. In other words, as
they grow scarce, we can often establish more supplies.

Furthermore, as materials grow scarce, the price rises and it becomes
more economic to mine marginal reserves. Not only that, it becomes
cheaper in some cases to use or develop substitutes. As supplies
appear to dwindle, so does the rate of use. Instead of the world
suddenly waking up one morning to find the last ounce of
aluminium gone, it turns gradually to glass filaments and to carbon
fibre as substitutes. New methods of extraction and reclamation
become economically viable. The question is whether our
development of new sources and substitutes is faster than our use of
resources.

There is one reliable indicator. No one knows what new sources will
be developed, or how fast our use will be. We do know, however,
that price is a guide to the ability of supply to meet demand. Over
many years the real price of most commodities (excluding oil) has
been going down. This means that they have been becoming
progressively more available, and that our relative supply has been
increasing rather than diminishing.

We do not have to live more simply. On the contrary, we have to
keep on developing new technology to make better use of our
resources and to extract from more difficult locations. In this way our
relative supply of them will continue to increase. If we start to “live
more simply” we may lose the ability to economize on them and
replace them.
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We should help third world producers by buying Fair
Trade goods.

Actually, we should help third world producers by buying more of
everything they produce. 'Fair Trade' aims to give higher prices to
approved producers in the developing world, inevitably at the
expense of others. It tries to manage trade, setting the price it thinks
more appropriate than the market price, and giving some of the extra
money paid to producers who have signed up to its organization.

But only a small proportion of the price differential finds its way
back to people in poorer countries. The movement is big on heart-
warming individual anecdotes, but scores low on the overall
statistics. Only a tiny proportion of goods are designated as 'fair
trade,' and most of the higher prices paid are swallowed up before
they reach the original third world producer.

It might make a few people feel good, but it is not going to be a
significant factor in the drive of poor countries to become richer.
They do that by selling goods that the world wants. Often this starts
with primary products, but real development can come when they
gradually add value to their products by such things as refining and
marketing, and take more of the value back to their own country.

Countries do not stay poor because we all pay too little for our
coffee. Coffee responds to market forces, and some of these countries
over-expanded production, with an increased supply that caused a
price fall. Some have sensibly moved into added value, doing the
processing, packaging and branding themselves for greater returns.
If 'fair trade' keeps more basic coffee-growers in business, it
contributes to that over-supply and depressed price.

We could help poor countries most not by trying to manage a small

part of the market at inflated prices, but by removing our tariffs and
subsidies, and buying as many of their goods as we can.
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We should all boycott multinationals which have
children and women working long shifts for low pay in
sweatshops.

It is true that conditions in developing world manufacture include
those which would not be tolerated in advanced economies. People
work long hours in conditions we would not accept, and the labour
force sometimes includes children. However, the conditions should
not really be compared with those which took a couple of centuries
or more to achieve in the developed world, but with the alternatives
available in their own countries.

In poor countries children work as a matter of economic necessity.
They work mostly in agriculture, or sometimes as scavengers on
rubbish dumps. They work long hours for little pay in unsanitary
conditions. Some work as child prostitutes. Those who have jobs
with multinationals are in many ways the lucky ones, even if the
conditions could be described as sweatshops. They get much higher
pay than the average in their countries, and have jobs where most of
their peer group do not. There are long waiting lists for such jobs,
and those already employed there try to gain similar jobs for other
members of the family.

The pay is very low by Western standards, but very high compared
with what they might make elsewhere in their own countries. For
them it is a chance to advance themselves and their families. It is that
cheap labour which makes them attractive to multinationals.
Without it, they would have no reason to establish factories and
create jobs there. If we forced them to have the same pay and
conditions we are used to, it would take that opportunity from them.

It took us decades into our industrial development before we could
afford to improve pay and conditions. Our aim now should be not to
deny opportunities to developing countries, but to shorten the time
in which wealth can lead to improved pay and conditions.
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We should extradite any citizen accused of crimes by
overseas prosecutors.

The readiness of British governments to act at the behest of overseas
prosecutors has been a disturbing development. It has included
extradition to face trial abroad for actions done in the UK which are
not criminal here. Countries have very different approaches to law
and legal rights. US prosecutors, some seeking popularity to boost
political careers, have a habit of using criminal law in what would be
civil actions in Britain, especially in relation to business actions. Their
habit of parading those accused in chains in order to influence future
jurors is not one that sits well with the presumption of innocence.
Their regular use of plea-bargains to allow some of those accused to
buy immunity by testifying against others is not conducive to honest
testimony.

Even more disturbing is the British government's decision to allow
UK citizens to be extradited to other EU countries, possibly ones they
have never even visited, to face trial for actions which are not illegal
in this country. Under this procedure, a person appearing on a local
radio station might be extradited to Malta to face trial there because
some prosecutor there regarded what was said as a breach of some
obscure Maltese law.

The pretence is that the EU is now a unit with a common standard of
law. This is simply not true. Each member state has had its own
approach to law, and many have widely different practices and
different degrees of respect for people's rights. The trial of UK plane
spotters in Greece for espionage illustrated some of these radical
differences. UK citizens should not be at the mercy of capricious
foreign prosecutors.

Many fought for their rights under law in the UK, and some died. It

is entirely wrong that these rights should now be so carelessly given
away in the name of cementing international relationships.
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We must bring in tougher laws and sentences against
drug dealers and users.

We tried that. We already know it does not work. Each new dramatic
case, each tragic death, each new set of statistics brings on the tabloid
editorials. More laws, tougher laws, better enforcement. We tried this
last time and the time before. Anyone who suggests that we might
try a different approach meets a hail of press vilification, with
tearfully bereaved parents demanding that the evil men who led
Johnny or Jill astray be locked up, or perhaps executed.

Narcotics are evil, and sensible people should not go down that road.
However, they are out there, and young people will be exposed to
them. To some their very illegality adds the spice of defiance, giving
them an allure that conceals some of their tawdriness.

By criminalizing them we turn them into a profitable industry.
Because there are risks of criminal penalties, the price is high, and
the rewards of dealing are raised. This leads to a steady supply.
Because illegality increases the price, some people turn to crime to
fund their habit. Violent street crime and burglary are heavily
reinforced by the drug trade, as is embezzlement and fraud.
Desperate people take desperate measures.

Police crackdowns sometimes temporarily curtail the supply, raising
the price and the profitability of the trade even further. The different
solution is to make drugs freely available to be consumed on the
premises at high street clinics in towns and cities. They could be
under medical supervision, and users might have to agree to medical
assessment and perhaps have to view information videos about the
health hazards which addicts face. No one would want to consume
recreational drugs like ecstasy, cocaine or cannabis under such
conditions, but these might be legalized generally.

Such a policy would break the link between narcotics and crime,

guarantee the safe quality of drugs, and bring their addiction within
manageable limits.
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Competition is wasteful.

Some people claim that competition uses more resources, producing
many variants of products where only one is needed. It doesn't work
that way because people have different tastes and values and prefer
different products.

Producers rarely make products identical to those of their rivals, but
will seek to emphasize a unique advantage possessed by their own.
This allows customers to exercise their preferences for things like
sweeter beverages, softer shoes or more stylish clothes. They can
choose a car that is cooler, faster, or more practical, depending on
their values. People express themselves partly through such choices.

If there were no competition, and people couldn't choose between
alternative products, some committee somewhere would have to
decide which standard product would have a monopoly. It would be
a duller world, for such a body would have to approve products to
satisfy everyone, and could not possibly keep up with changes in
fashion and taste, or with innovation.

Even in cases where competing products are very similar,
competition forces producers to keep quality high and prices keen. If
their customers can desert them for other producers, they have to
pay continual attention to refinements and improvements, or risk
losing their market share.

Competition uses resources more efficiently, not less. It continually
steers resources towards those who are good at satisfying their
customers' needs, and away from those unable to provide them with
goods of the quality and price that they seek. Those good at it
usually prosper and expand; those who can't satisfy demand lose
out.

Without competition the consumer has little power. Producers can
deliver indifferent quality and prices bloated by inefficiency, and still
survive because consumers have no one else to turn to. Competition
forces producers to attend to consumer needs and to improve both
quality and value.
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The economy offers too much choice. It wastes
resources and confuses people.

Some commentators say that there are too many varieties of items
such as lipstick, colours of toilet paper, and types of milk on offer.
They suggest that this leaves shoppers not knowing which to choose,
and that it represents a waste of resources.

But these resources are not wasted if people want them. To some
people they may seem wasteful, but not to the consumers. Some
people prefer full fat milk. Others choose semi-skimmed or 2 percent
fat. Still more opt for goat or sheep milk, and some for soymilk.
People have their reasons for making these choices. In many cases
they express a taste preference by their purchase. Others might
consider health or nutritional factors. The supermarket shelves
offering their variety of milk might confuse some, but they are
simply responding to customer preferences. The same is true with
other products

Markets respond to demand. They supply the goods people want in
the forms and varieties that are sought. Those who are good at this
have resources directed their way. Those who are bad at it find
themselves struggling. Henry Ford famously offered his Model-T in,
“any colour you like, so long as it's black”. He lost market share to
rivals who offered the different colours buyers wanted.

In a planned economy one could commit the production of shoes to
purple sandals of size ten. In the absence of any other footwear,
people would buy them and one could point to the lack of waste in
not producing different styles, colours and sizes. But the consumers
would not have gained the products that satisfied their preferences.

Those who call product differentiation wasteful are those who would
have the economy produce the priorities they thought appropriate
and sufficient, rather than the ones which emerged from free choices
by the population. Choice is the hallmark of free societies.
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Brands are basically a con to make people pay higher
prices for goods than they merit.

A famous brand usually commands a higher price than the
unbranded competitor, but there's a reason for that. In the absence of
personal knowledge of the seller, such as you might get in a local
economy, the brand serves as the label of trust. Because people have
had good quality and value from the brand, they can count on it. The
producer values the reputation for excellence because it brings
customers back for more, and brings in new ones.

The brand thus has commercial value. It is like a seal of quality,
indicating to customers what they can expect and rely on. This is the
basic reason why they are advertised and why, incidentally, they are
counterfeited. A producer of dubious quality goods can try to palm
them off by stealing the name and reputation of the famous brand.

There is more to brands. Their advertising often conveys images that
people associate with the brand, so that consumers buy the
association as well as the brand itself plus its reputation. In
developing countries certain brands of Scotch whisky are regarded
as 'aspirational’, advertised as linked with success. Consumers are
buying more than the whisky; they are expressing an association
with success and a determination to succeed themselves. These so-
called 'intangibles' are not to be sneered at. They are among the most
durable of consumer goods. The feeling of aspiration might be
remembered long after the whisky, together with its attendant
hangover, have been forgotten.

The teenager, trying to express an identity independent of parents,
can choose brands associated with qualities that he or she feels
illustrate the character that they are or want to be. Brands can thus
serve to project an identity and to declare something about a person.
People pay the premium because these things are worth paying for.
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Big business does not really produce what people want.
It uses coercive advertising to make people buy what it
wants to produce.

The Ford Edsell was produced by Ford of America and backed by a
massive advertising campaign. It flopped utterly. The adverts for
Strand cigarettes in Britain won many awards and were very
popular. Alas, nobody bought the product, which is why Strand
cigarettes have disappeared.

The notion of coercive advertising is pure theory. In fact most
advertising is used to break into markets, or to open up new ones.
Advertising informs the public of new products and processes, and
can thus attack established products. Furthermore, it is very
competitive. Skilled creative power pits product against product,
company against company. It is self-regulated, too, refusing to allow
ads which try to sell products by making people feel inadequate or
exposed to ridicule without them.

Far from deciding what is convenient to produce and then trying to
make the public want it, companies spend millions on market
research trying to anticipate the tastes and needs of the public, and
into designing and producing products to satisfy them. Despite this,
they often get it wrong. Fortunately the market system directs
resources to those who are good at this type of activity. Investors are
more likely to back them, and stores are more likely to stock their
goods.

Any business which did produce for its own convenience and then
tried to make the public accept its goods would soon find its market
taken from it by competitors who produced what the public really
wanted. In practice, the only firms who can hope to get away with
this sort of activity are state-controlled ones protected by monopoly.
In these cases the public has no alternative but to accept what is
produced, because no competitor is allowed to offer them the things
they really want.
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Schooling should seek to make children equal.

The trouble with notions such as this is that they end up by
restraining the talented. Children are not equal. Some are cleverer,
some are stronger, and some are faster. Some have musical talent,
some linguistic and some mathematical. Any attempt to impose an
artificial equality on them inevitably reduces down to the lowest
common denominator.

Equality is not a good thing in itself. Diversity is. People of different
talents will do different things, and be of service to their fellow men
and women in different ways. It should be the aim of schooling to try
to avoid any waste of talent, to bring out in each child the maximum
of his or her potential. This is not achieved by pretending that
everyone is equal, and by denying the talented any recognition.

Children might be equally worthy of consideration as individuals;
they might be equally entitled to fair treatment. They are done no
service, however, if they are taught that a poor performance is the
same as an excellent one. Schools which avoid competitive sports or
prize-giving ceremonies do their children no favours. The real world
outside school is not like that, and they will be ill prepared for it.

Even equality of opportunity has its limits. Some children will have
more thoughtful or more loving parents. Some will have educational
opportunities for foreign travel because their parents choose such
holidays. Others will have more access to books because their
parents keep them about the house. The ultimate logic of total
equality of opportunity is the state battery farm. It is, however, a
worthwhile goal for society to try to develop the potential of each
child, and not to discriminate against any particular groups.

If children are diverse in their talents and abilities, then schooling

itself should be diverse, enabling the parents of each child to find an
education suited to it.
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We have to live more simply and restrain our
extravagant lifestyles, or pollution will overwhelm the
Earth's ability to cope with it.

It sounds fine in theory. If we all bought locally, went back to horse-
drawn carts, and stopped our acquisitive drive for more, surely we
could reduce our footprint on planet Earth and allow it time to heal
itself? Probably not. Rich people might fantasize about the simpler,
less stressful life, but the poor want to get rich. In the Asian sub-
continent and the Far East, they want to get as far as they can from
starvation and subsistence, and lead the lifestyles they see us
enjoying.

In China and India they are using Earth's resources hand over fist,
burning energy at an unprecedented rate. It is not environmental
quality they seek, but the wealth that offers a better life. The Chinese
will build two new coal fired power stations a week for a decade
(maybe two) and probably burning cheap, sulphurous coal to
generate their electricity. They do not wish to be told to curb their
ambitions and live more simply.

The scapegoat targets like, 'food miles' and budget air trips, make a
negligible contribution to the pollution humans cause. The biggest
contributors to that include agriculture and power generation. Even
if the whole planet, rich and poor alike, made binding agreements,
“to live more simply” it would only succeed in lowering the quality
of life for many, probably without making any significant change to
the planet.

The answer is not simplicity but technology. Rich countries can
afford to live cleanly, and can develop the technology to make this
possible. We can produce clean power, clean engines and clean
industry, and we can be wealthy enough to afford these things.
Instead of living more simply, we should be developing and
rewarding this advanced technology and doing what we want to do
in a way that has less impact on the planet.
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We should ban cheap imports made possible by low
wages and poor working conditions.

The opportunity to sell us goods gives some people in poorer
countries their start on the road to economic growth. The wages,
which might look like “subsistence” to us, look like survival to them.

If other countries can make goods more cheaply than us, we should
be buying those goods, and diverting our production to what we can
do best. Everyone benefits from this. It is called the Law of
Comparative Advantage, and has countries committing their
economy to what they do best, each buying the goods they need at
the price of the most efficient producer.

In a healthy economy, capital is continually being turned over from
industries which are no longer competitive to the new ones which
are. The world economy grows, and the poorer countries get richer
by doing some of the things we used to do. We, in turn, do new
things. To ban cheap imports is to leave us paying more than we
need for goods which we cannot sell in the rest of the world.

Some industries in developing nations pay much less than our
workers would accept, and have conditions well below those we
would tolerate. The question is how those wages and conditions
compare with what else is available in their countries. In most cases
they represent a step up from peasant agriculture and malnutrition.
It was the same when Britain industrialized.

It is those low wages which give them entry to our markets, and
which set their feet on the first rungs of the economic ladder. We are
better off because we buy cheaper goods; they are better off because
they get our money. As economies become richer they can afford
better working conditions; we should be helping them do that as fast
as possible. Far from banning their goods, we should be buying
more.
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Nobody should be free to smoke in public places.

There are many things which people do in “public places” - a
concept which now includes private property open to members of
the public — which others find unpleasant. The question is whether
they do significant harm to others. It seems well established that
many smokers harm themselves, and are at risk of incurring diseases
thereby. This does not justify state intervention, any more than our
consumption of unhealthy food and drink justifies it. The state can
warn us, but the behavioural decision in the light of that knowledge
is our own. Most smokers do not appear to engage in criminal
activity in support of or in consequence of their habit.

There is less evidence that passive smoke harms third parties. People
who share living space over the years with heavy smokers might
incur greater risks, but there is little to suggest that non-smoking
patrons of bars and clubs stand a significantly greater health risk if
others smoke. The bus which spews diesel fumes onto a crowded
pavement, especially at the level at which children breathe, might
well prompt greater health risks. Those who cough and sneeze in
public places undoubtedly pose health risks to others, while the
thoughtless use of mobile phones on trains and in restaurants might
raise the stress levels of those who have to suffer it to health-
damaging levels. Society usually takes the view that there must be a
significant risk to others before it intervenes.

Some of those who support smoking bans claim that most smokers
welcome them because it helps them to give up. Very few cigar
smokers, also banned in public places, want to quit, though. And
although many people would like to lose weight, few would regard
this as a justification for society to ban caloric foods in order to help
them diet. The principle should be consistent, and not single out
smokers to ban.
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It's quite right to make racist or homophobic remarks
illegal.

It's certainly not acceptable to make racist or homophobic remarks,
or to let people get away with making them in your company. The
question is whether it should be against the law, with police
involvement, fines and possible prison sentences, or whether we
should rely on social pressures. Times have changed, and attitudes
with them. An older generation callously and carelessly felt free to
abuse and stigmatize others for their racial background or sexual
orientation. Now there's more sensitivity to the hurt this can cause,
as well as more tolerance. This is particularly true amongst younger
people.

Despite these welcome changes in attitude, parliamentarians still feel
the need to criminalize such remarks. They use the pretext of
“incitement” and call even ill mannered abuse or poor taste humour
a hate crime if it mentions some minority. Thus someone was
questioned by police after saying humorously on radio that they
disliked Welsh people. A shop was visited by police for displaying
antique gollywog dolls in its window. Often the person complaining
is not of the minority allegedly being derided or mocked, but
someone else who thinks that they might be offended.

The point here is that most of us don't want to live in a society where
abuse of people in some way different is regarded as acceptable, but
nor do we want to live in a society which allows self-appointed
thought police to seize on thoughtless but harmless remarks and
have criminal proceedings taken against those who utter them. Not
everything which is socially unacceptable has to be illegal.

Tolerance is best where it is felt, rather than where it is enforced. It
works best when people are easy-going about each other's
differences and backgrounds, and more concerned with what they
are like as individuals than about which groups they can be
pigeonholed into.
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Competition means companies selling shoddy goods to
keep prices down and make more profit.

Companies which responded to competition like this would soon
find themselves on the skids. Customers have a choice, and are
unlikely to prefer shoddy goods to quality ones. The firm which has
a consistent reputation for quality is more likely to survive, to
prosper, and to show profits than the one which offers its customers
inferior products.

Of course competition keeps prices down. For equal quality
customers will prefer lower prices if they can find them. This means
firms have to continually look out for ways of keeping costs down by
more efficient production methods, such as making better use of
labour and machinery. But if they cut quality, they cannot expect
their reputation to bring in new customers, or to encourage the old
ones to come back for more.

In most markets there is a demand for different variations of
products sold at different prices. Some prefer the top-of-the-range
item, even if it costs more. Others choose to make do with the less
classy variant that comes in at a lower price. Different firms will
exploit different market niches, choosing to concentrate on a
particular sector of the market. But any who try to trick customers
into buying shoddy and inadequate goods will find their market
share plunging.

Far from encouraging shoddy goods, competition constantly spurs
firms to improve their quality as well as their efficiency, to show
customers that they represent good value. The market works in an
evolutionary way. Firms with an advantage prosper, whereas
defective or inadequate ones are counted out. An examination of
durable and consistently profitable firms shows that these are not the
ones that tried to make quick profits on shoddy goods, but ones
which maintained a long-term reputation for quality and value.
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Capitalism is wasteful, dissipating resources into profit
and advertising.

Some claim that resources in a planned economy need be allocated
only to production and distribution. With no need for profits or for
advertising, costs will be cheaper. In practice, however, profit spurs
people to seek out market opportunities. They are constantly looking
for needs that can be satisfied, or efficiencies which can be made, and
to the gains which these can bring. This is why the market economies
are so flexible and adaptable at bringing people the goods they want,
by contrast with the sluggishness and unresponsiveness which
characterized the socialist economies, and which still characterizes
state industries.

Men and women are motivated with a desire to improve their lot.
They are not automatons, programmed to act in ways which are of
no benefit to them. People generally put in more effort and skill
when they have some personal stake in the outcome, and stand to
reap some of the rewards of their enterprise and enthusiasm.

The search for profit directs people to invest in production, to put
money to work generating new wealth, and bringing new goods to
the people in the process. Advertising serves an important
information function. It tells people about products, processes and
prices, and enables them to compare. Much of it is directed to
informing people about new products and services, and in
attempting to break into new markets. It thus contributes to the
competitiveness and adaptability of the economy.

Without profit or advertising, there is neither the incentive to seek
out new markets, nor the ability to let people know what choices are
available. There is no pressure forever more efficiency in the
production of goods and services, and no rapid turnover in the range
of those which are available.

Far from being wasteful, both profit and advertising contribute to the
superior efficiency and cost-effectiveness of market economies.
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Business doesn't care about consumer safety, and cuts
corners by economizing on safe conditions for its
workers.

What private business wants most of all are satisfied customers who
will not only come back, but tell their friends. A reputation for
unsafe products is the last thing a business needs. A toy company
with a reputation for products which injure children is not going to
sell many toys. An airline with a bad crash record tends to be
avoided by travellers, as does a railway company, state or private,
which kills its passengers.

It is often a good thing to have industry-wide safety standards. They
help impart general confidence and inform on how safety is best
maintained. Best practice can become the norm. The industry itself
should be consulted on this, however, because they know better than
any outside inspector can. In many cases a voluntary code policed by
the industry itself is satisfactory. In others, legislation incorporating
their advice may be needed. But the notion that they don't care about
product safety is profoundly wrong. And the notion that some
bureaucrat sitting in Whitehall or Brussels with no knowledge of the
industry is the best person to lay down rules for product safety is
equally wrong.

It is also true that a contented, motivated workforce tends to be more
productive and less prone to disruption. It is not in the interest of
business to have casualties among its workers. Again, it is good to
have the industry's input into safety standards, because they know
the conditions. As the economy becomes more prosperous, and as
technology advances, it becomes possible to achieve and insist upon
ever-higher safety standards.

State industries in the UK and abroad are not any safer for customers
or employees than private businesses are. If anything, it is the
prosperous private industries which can afford better safety
standards, just as it is the rich economies which can do so.
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Some businesses deliberately build obsolescence into
their products to force people to buy more when they
wear out.

Some might economize on longevity where there's a demand for a
cheaper product. If people want durability, they pay for it. If you
recognize that fashions change and technology advances, you might
opt for a cheaper product with a shorter life span. The pace of
innovation is accelerating, and most customers seem to want the
latest product. It depends on what you're buying.

There are products, such as houses, which people expect to last.
Builders do not deliberately build houses which will fall down after
a few years to force people to buy new ones. Instead they recognize
that the market there is for durability.

For mobile phones and iPods, on the other hand, most customers
would not want a product to last for decades. They prefer not to pay
the extra costs of achieving this quality, and settle for one which will
last them until they are ready to move on to a more up-to-date
version.

There's an urban myth that companies spend millions designing
products that will fall apart or otherwise cease to function just three
days after their warranty expires. This would cost extra, be difficult
to achieve, and would probably result in customers buying a rival's
product next time because the first one turned out to be no good.

More commonly there's a trade-off between durability and price: you
can pay more for a product that will last longer, but you might not
want to. Attics and garages are full of junk that people don't use any
more. Waist high fax machines and desktop calculators are museum
pieces now. Businesses don't deliberately equip their products with
termination dates or auto-destruct mechanisms. They want them to
last about as long as people expect them to. And for some of today's
products, this is not very long.
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It is wrong to allow bright children to go to special
schools. This deprives the ordinary schools of their
beneficial influence.

If you regard children as the property of the state, existing to serve it,
then it is explicable why the bright ones should be regarded as a
scarce commodity, and rationed accordingly. The idea of allocating
their “beneficial influence” equally through society follows from the
same twisted logic. It is a pity that this is only applied to intelligence.
Why should not the good-looking children be shared out equally, so
their peer group has equal access to the pleasant sight of them?
Perhaps the kind ones should be spread so that all may benefit
equally from their sweet disposition?

The vicious notion is that children, whether bright or not, should be
regarded as the instruments of the ends of others, instead of ends in
themselves. Children do not exist to serve the purposes of the state; it
is the other way round. The concern should be with what is of
benefit to the individuals concerned, rather than with how they can
be made to serve some ideological view of society.

Behind the idea often lurks the doctrine of egalitarianism, and the
feeling that children really ought not to be brighter than each other.
With this comes the determination that nothing should be done to
encourage it. And this involves the rejection of special schools where
the bright children can feel the competitive challenge of their peers,
and be pushed even further.

Not only is the view a malicious one to the children concerned, it is
adverse to the betterment of society. It is very often the bright
children who go on to become the achievers, and develop the new
products and processes, and the new ideas that benefit the rest of
society. By holding them back when they are young, we may prevent
the development of that ability.
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Schools should provide our children a risk-free
environment.

There is no such thing as a risk-free environment. There are degrees
of risk and there are ways of managing risk. Growing up is not a
risk-free zone. Children learn by making mistakes. They hurt
themselves and each other at play. Each day has its coterie of bumps,
bruises and grazes. On more serious occasions bones are broken.

Schools cannot be risk-free. They have hard surfaces and corners,
desks and chairs. They feature sports and games. Children will injure
themselves. There is a balance to be struck between recklessly
exposing children to potential dangers and maintaining such tight
controls that they have no independence or learning experience.
Schools which ban marbles because people might slip on them or
swallow them, or which ban conkers because a child might get
struck by one, are in effect banning part of childhood.

The attempt to be risk-free leads schools to abandon foreign visits
such as ski trips, and adventure holidays such as canoeing or
camping. Even educational visits can be banned because of the risk
of traffic accidents en route. None of this does the children any
favours. It denies them learning experiences, and it even denies them
the carefree fun and excitement that childhood should involve.

Part of the problem is the litigation culture which assumes that
everything that happens is somebody's fault, and that someone has
to pay every time any child is injured. Part of it is the health and
safety bureaucracy seeking to cover itself. Anything that happens
will be laid at its door, so its officials seek to anticipate all
eventualities and allow nothing that could come back at them. They
try to make schools places where no one has cause to sue, or to
blame health and safety officers for failing to anticipate accidents. In
doing so they make schools unfit for children. Schools, like
childhood itself, cannot be risk free.
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Business is polluting the environment, which we
should all enjoy, just for the benefit of the rich.

Most people pollute the environment. Some do it with sewage, some
with the smoke from fires or the fumes from petrol or diesel engines.
Business which uses energy tends to pollute, and manufacturing
tends to pollute more than service industries. For that matter, older
industries tend to pollute more than the newer, high tech ones. It is
not for the benefit of the rich, but in order that the products can be
cheaper that a certain amount of pollution is tolerated.

Production could be totally clean, but it would make goods much
more expensive if the clean-up costs were added to production. The
rich would be relatively unaffected by this, and the poor would
suffer most. Society has to balance the cost of a totally unaffected
environment against the cost of producing necessary goods.

Even nature pollutes, with forest fires and natural contamination of
air and water. A certain degree of pollution is tolerable in the sense
that it lies within the regenerative capacity of the environment. As
society grows richer, as a result of wealth-creating enterprise, it
becomes more able to afford the luxury of a cleaner environment,
and is able to insist on cleaner methods of production. One reason
why less developed countries are taking a larger share of
manufacturing is that for them, the advantages of prosperity
outweigh the costs of pollution.

A clean environment is not something which costs the rich money; it
costs everyone money in the increased cost of industrial processes,
and the higher prices which have to be charged. As countries grow
richer they become more able to afford that price and to produce
cleanly. Although some urge us to cut back economic growth to
secure a cleaner environment, it is only by becoming richer that more
people will be able to afford a clean environment.
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In a new form of economic colonialism, multi-nationals
are forcing harmful products such as junk food, high
tar cigarettes and baby milk onto poor countries.

It's worth noting that predatory NGOs in search of campaigns to
secure and boost their funding pick on 'scapegoat' or symbolic
targets that are readily identified, and can easily be turned into
whipping boys. Urban myths are spread about their alleged
behaviour, and boycotts are born.

Yet multi-nationals do not force anyone to buy their products. As
wealth increases, people seek for themselves some of the luxuries
which rich countries have long enjoyed. It may be unfortunate from
a diet point of view that many young Orientals prefer McDonalds'
hamburgers to the healthy Chinese cuisine they were used to, but
they do. They like it for the same reasons that young people in the
West do.

High strength cigarettes have falling sales in advanced countries, but
sell in the poorer ones. Again, this is not because their inhabitants are
tricked or coerced, but simply because they like them. They might
only be able to afford a few cigarettes a day, and prefer to make them
count.

While breast milk may be better for the child, helping them with
antibodies, mothers in developing countries sometimes appreciate
the convenience of packaged milk. The same is true in rich countries.
It is up to mothers to decide whether the convenience, and often the
necessity, of continuing to work merits the trade-off. It is said that in
poor countries powdered milk might be mixed with water which has
not been properly boiled to kill diseases. The packaging and
advertising both handle this responsibly, stressing the importance of
hygiene.

Multinationals are supplying what the market wants. It might be sad
for sociologists to see poorer countries trying to emulate our vices,
but some products are associated with increasing wealth and the
convenience this enables people to afford.
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The results of globalization and free markets can be
seen in the shantytowns of third world countries.

There's an important sense in which this is true. Were it not for the
economy of the modern world, the people in the shantytowns would
not exist at all. In primitive economies large families are the norm
because the children contribute to the family's earning power, and
support the parents when they are too old to care for themselves.
People live on subsistence farms, suffering malnutrition and even
starvation when harvests fail or floods destroy crops.

When their country begins economic growth and trade, jobs become
available in towns and cities, and people are attracted there by better
wages and living standards. Often they send money home. Many
live in slum shantytowns while they advance themselves. Conditions
are indeed poor, but afford many a chance to survive whereas they
faced death in the countryside. So the population increases as they
gain access to the rudiments of modern medicine and to a better and
more secure diet than they had before.

Population expansion does settle down as the economy advances;
the shantytown dwellers are the intermediate stage on the way up.
In previous ages they would have died in childbirth, or of disease or
malnutrition. Now, poor though they maybe, their country's
economic advances have made it possible to keep them alive. Their
equivalent was roughly the slum tenement housing that
characterized many of the cities of England's early industrialization.
Conditions improved as society prospered.

As society becomes wealthier, large families become less necessary
because children are no longer an economic necessity. Some
campaigners suppose that societies must limit their population in
order to become wealthy, but it is the other way round: wealthy
societies limit their populations. These changes break with
subsistence poverty and bring opportunities to climb with their
expanding economy into a better life.
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Positive discrimination is needed to make good to
minorities the effects of past exploitation or
discrimination.

This is the crux of the case for 'affirmative action'. But to
discriminate in favour of some groups has to involve unfairly
discriminating against others. Although it is called, “positive
discrimination” it still means giving positions and jobs to those less
qualified than other applicants. Since no one alleges that the other
applicants have personally committed discrimination, they are being
treated unfairly. This practice pigeon-holes people into ethnic and
minority boxes, rather than treating them on their individual merits.

Given open access in university applications, some groups seem to
gain more places than their proportion of society would suggest;
maybe their culture values education and study more than others do.
To allow others entry on lower qualifications discriminates against
them. If people are to be discriminated against because of something
done by a group their ancestors might have belonged to, there are no
limits, nor any indication as to how far back this should go. To the
Romans, perhaps?

What is needed is not positive discrimination, with its unsavoury
flavour of racial classification and quotas, but open opportunity for
people of all groups. Instead of giving preferred places to those
whose race, gender, sexual or religious preference have been
discriminated against in the past, we should be making sure that we
extend to all the choices and the opportunities which were more
restricted in previous times. We should be creating an open society,
not one where advancement depends on membership of whatever
minority groups are sufficiently powerful or fashionable to
command preference.

Positive discrimination perpetuates racism and dignifies it with legal
claims, whereas the open society overwhelms it by being blind to a
person's background. It should matter more where a person is going,
rather than where they came from. It should be individual merit, not
ethnic quota, which determines advancement.
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Children should be taken into care at the slightest hint
of any parental abuse.

Some child abuse campaigners broaden the definition to make it
seem more prevalent than it is. 'Child abuse' used to mean physical
violence or sexual abuse, but campaigners try to include parents who
might smack a naughty child, or even verbally assail one in an
intimidating manner. This broad definition devalues the seriousness
of horrific acts by putting them on a par with verbal or mild physical
chastisement. On this definition, most children are abused.

On the more serious definitions of abuse, there are obviously cases
where the only way to protect a child from an abusive parent is to
remove the child to a safe place. But even in cases of real abuse, there
are often better ways of protecting the child than by taking it into
care. The best environment for a child is reckoned to be a family
home, whatever type of family. When abused children are asked
what they want to happen, most do not want to be taken into care;
they want the abuse to stop.

When a child is taken into care, it sets back their potential
development and achievement. Children in care, particularly those
in institutions, do not fare as well on average than those who remain
with their families. Obviously a balance has to be struck, and if
alternative remedies, like supervision, counselling and therapy prove
effective, they are to be preferred to care orders.

In the notorious Cleveland case, many children were taken from
their parents on the evidence of a child abuse 'expert' acting on a
crackpot theory of abuse. There were similar cases allegedly
involving devil-worshipping cults in the Scottish Islands which also
turned out to be the obsessions of officials rather than real abuse.
These cases illustrate the dangers of giving officials too much power,
and of the need for children's courts to keep tight rein on their
powers.
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Under capitalism the rich waste resources on luxuries.

They don't waste resources: they spend them. One of the points
about being rich is that you can do nice things and buy good stuff.
These goals help to inspire people to economic achievement and
what Adam Smith called, “the constant and uninterrupted effort of
every man to better his condition”. In pursuing their own economic
advancement, people help others by providing goods and services
for them. What poorer people call luxuries are an important spur to
keep richer people continuing to do that.

In spending, they create a demand, and with it a range of businesses
to supply that demand. They employ every type of service from
hairdressers to waiters. When they buy luxury yachts, they employ
boat builders, fitters, decorators, seamen and chefs. When they fly to
Monaco they employ airline pilots, cabin staff and travel agents.
When they drive Rolls Royces and Lexuses they employ carmakers,
mechanics, chauffeurs and car salesmen.

They perform a useful function in testing and selecting new products
and services. What is initially the prerogative of the very rich often
spreads down through the population as economies of scale and
production lower its prices, and which rising affluence makes
affordable. Foreign holidays are one example; it used to be only the
rich who could afford them. It is often the sight of the rich enjoying
their luxuries which inspires others to strive for the same. It is not up
to some self-appointed group to deride luxuries and tell us what we
need and should be content with; people can be their own judges of
that.

What the rich do is to spread their wealth through society, providing
opportunities for others to benefit from it. By spending on luxuries,
they create jobs in large numbers and give other people the chance to
improve their own economic lot. They should do more of it, not less.
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The fact that capitalism is in crisis is shown by the
constant shifts from boom to bust.

Critics point to stock market and financial volatility as evidence of a
“crisis of capitalism”. In fact capitalism is always adjusting to new
trends and reacting to new events, sometimes sharply, sometimes
gradually.

Capitalism goes through business cycles. When confidence is high
the market booms, but sometimes business contracts and
consolidates. Despite the fluctuations of these periodic swings, there
has been a steady growth rate, averaging about 2% per annum for
over a century. Even the Great Depression of the 1930s failed to
deflect the trend of that long-term average.

The business cycle's troughs and peaks are not a crisis of capitalism.
Capitalism has shown itself more than able to survive these cycles.
Despite them, society gets steadily richer, and living standards rise
as wealth diffuses through all classes.

Governments have distorted these cycles by manipulating the
economy for electoral advantage. They have flooded money and
credit into the economy ahead of an election to stimulate a short-
term boom and gain support from the feeling of prosperity this
induces. This has produced economic dislocation and inflation which
had to be squeezed out later with attendant unemployment.

In recent years independent central banks have tried to smooth the
business cycle's severities by combining the pursuit of sound money
with making credit easier when an economic downturn loomed. It
has been a precarious act which cannot necessarily be sustained, but
this is not a crisis of capitalism either. It may just be problems arising
from one type of financial management.

Capitalism itself is resilient: it adjusts; it survives. Its dynamism
contrasts sharply with the rigidity of the planned economies, their
consistent failure to deliver the goods, and their ultimate collapse. If
people are free to invest in new production, to innovate and seek
new markets, the resultant economy shows remarkable ability to
survive the periodic shocks it encounters.
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If state industries are opened up to competition, private
firms cream off the lucrative trade, leaving the poor and
outlying regions without adequate service.

This argument exists only on the fiction shelves of libraries. In
practice the private sector shows a remarkable ability to make profits
on what were loss-making services for the state. Examples are
plentiful. State airline routes abandoned as loss-makers are taken
over by private airlines and run at a profit.

Deregulation of US airlines was widely predicted to cut services to
outlying areas. The reverse happened. Instead of “cowboys”
engaging in their customary “creaming off” of the large and heavily
used services, there was an increase in small airlines serving smaller
towns. The private sector is more innovative. It introduced the “hub
and spoke” system of air traffic, for example. It uses smaller planes
and buses. It brings in the ‘no frills’ economy services which have
proved so popular. It uses unfashionable airports. It brings in new
types of service and uses up-to-date technology.

Private firms have the incentives state ones do not. They seek
customers because that is where profits can be made. They do not
impose a national standard, as state bureaucracies tend to do, but
vary their output according to the conditions and needs of different
areas and sectors. This has happened in mail services, in telephones,
in freight and package delivery. Far from just losing their loss-
making state services, people gained viable and innovative
alternatives.

In rare cases where private business cannot manage to provide
service for outlying areas, society will get a better deal if private
firms are invited to bid on the basis of least subsidy needed. That
way we get competition and consumer pressure, and the incentive to
operate efficiently, none of which are normally to be found in state
monopolies.
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Essential services are too important to leave to the
private sector, and have to be done by the state.

The assumption here is that state provision somehow guarantees that
essential services will be delivered. In reality it is the important
things that we should keep out of the public sector. The public sector
is characterized by high costs, by inefficiency, by lack of
responsiveness to consumers, and by a propensity to interruption.

Because they are financed out of taxation, the public services do not
have to attract customers, or to satisfy them. They gain extra funds
by putting pressure on government through lobbying or union
militancy. Since the public does not usually have viable alternatives
to turn to, the state services can put their needs as secondary to those
employed in them or in political control over them. They respond to
their managers and employees, rather than to the general public.

Private firms cannot behave like this or they lose customers and
revenue. Their workers are less ready to strike in case their jobs go to
rival firms as a result. Private firms, moreover, have to keep their
products and services up-to-date and to incorporate new advances
lest their rivals steal a march on them. They have to keep efficient or
costs will eat into their margins. None of this applies to state
services, which seem everywhere less efficient, less modern and less
responsive.

The message is clear; it is that important services should be kept out
of state control. We can imagine what might have been done to our
supply of food or clothing if we had been dependent upon a
nationalized monopoly, with no competitors bidding against each
other to improve quality and efficiency, and no alternative to turn to
when strikes occurred. Some things are just too important to be left
to the public sector, and any important services still there should be
taken out of it.
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We have to keep universal services in health and
education, so that the middle classes will demand their
improvement.

This is the “theory of imprisoned misery”. The supposition behind it
is that the middle classes will support nothing unless they stand to
gain from it. Its corollary is that as many people as possible should
be imprisoned in shoddy and inadequate services in order that the
pressure of their protest will improve things.

It underestimates, in the first place, the ability of the middle class to
get what they want out of the system. In any universal service, it is
not the articulate and self-confident who suffer deprivation; they are
quite able to command the scarce resources. The inarticulate and
poor lose out in competition with the middle classes. They get worse
health and worse education within the state system.

Critics point to their fear of a two-tier system, with an adequate
service for the middle classes and a rotten one for the poor. They fail
to see 