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TIME P R E F E ~ C E ,  GOVERNMENT, AND 
THE PROCESS OF DE-CIVILIZATION 
- FROM MONARCHY TO DEMOCRACY 

Hans-Hermann HoppeO 

In acting, an actor invariably aims to substitute a more for a less satlsfaaory 
state of affairs and thus demonstrates a preference for more rather than fewer 
goods. Moreover, he invariably considers when In the future his goals will be  
reached, i.e., the time necessary to  accomplish them, as well as a good's duratlon 
of serviceability. Thus, he also demonstrates a universal preference for earlier over 
later goods, and for more over less durable ones. This is the phenomenon of time 
preference.' 

Every actor requires time to attain his goal, and slnce man must always 
consume something and cannot entirely stop ccinsuming while he is alive, time Is 
always scarce. Thus, ceteris paribus, present o r  earlier goods are, and must 
invariably he, valued more highly than future or later ones. In fact, if man were not 
constrained by time preference and if the only constraint operating on him were that 
of preferring more over less, he would invariably choose those produalon procerws 
which yielded the largest output per input, regardless of the length of time needed 
for these methods to bear fruit. He would always save and never consume. For 
instance, instead of building a fishing net first, Crusoe would have immediately 
h e ~ u n  constructing a fishing trawler - as the ecunomically most efficient method of 
catching fish. That no  one, including Crusoe, could act in this way makes it evident 
that man cannot but 'value fractions of time of the same length in a different way 
according as they are nearer or remoter from the instant of the actor's d e c i s i ~ n . " ~  
'What restricts the amount of saving and Investment is time preference.3 

P m f e ~ w  of Emomks at the Unlvmhy or Nevada, Las Vea+% USA. 
I See on the follrnvln~ In pnkular MLW-IX~, chs. XWII. XIX; alwJevons-1765; Boehm-Rawerk-195% 
RrinI-19.34; Fetter-1977; Rnhhard-1970. 

Mi.scs-1Xh. p. 483. 
3 Ihtd.. p. 491. 



320 Journal des EconomCcfes el des Eludes Humafnes 

Constrained by time preference, man will only exchange a present good 
for a future one if he anticipates thereby increasing his amount of future gcmls. 
The rate of time preference, which is (and can he) different from person to person 
and from one point in  time to the next, but which can never be anything but 
positive for everyone, simultaneously determines the height of the premium which 
present goods command over future ones as well as the amount of savinw and 
investment. The market rate of interest is the aggregate sum of all individual time 
preference rates reflecting the social rate of time preference and equilibrating 
social savings (i.e., the supply of present goods offered for exchange against future 
goodd and social investment (i.e.. the demand for present goods thought capable 
of yielding future retrtrns). 

No supply of loanable funds can exist without previous savings, f.e., 
without abstaining from a possible consumption of present g d s  (an excess of 
current production over current consumption). And no clemand for loanable funds 
would exist i f  no one perceived an opportunity to employ present goods 
productively, i.e., to invest them so as to produce a future output that would 
exceed current input. Indeed, i f  all present goods were consumed and none 
invested in time-consuming production methods, the interest rate would be 
infinitely high, which, anywhere outside of the Garden of Eden, would be 
tantamount to leading a mere animal existence, i.e., eking out a primitive 
subsistence living by encountering reality with nothing but one's bare hands and a 
desire for instant grdtificatitm. 

A supply of and a demand for loanable funds only arise - and this is the 
human condition - if  it is recognized first that indirect (more rounclabout, 
lengthier) production processes yield a larger or better output per input than direct 
and shott ones,' and second, that it is possible, by means of savings, to accumulate 
the amount of present goods needed to providc for all those wants whose 
satisfaction during the prolonged waiting time is deemed more urgent than the 
increment in future well-being expected from the adoption of a more time- 
consuming production process. 

So  long as these conditions are fulfilled, capital formation and accumulation 
wi l l  set in  and continue. Instead o f  being supported by and engaged in  
instantaneously gratifying production processes, land and lahor (the originary 
factors of production) are suppotted by an excess of production over consumption 
and employed in the production of capital goods. Capital g o d s  have no value , 
except as intermediate products in the process of turning out final (consumer) 
gods later, and in,wfar as the production of final products is more productive with 
than without them, or, what amounts to the same thing, insofar as he who 
possesses and can produce with the aid of capital goods is nearer in time to the 
completion of his ultimate goal than he who must clo without them. The excess in 
value (price) of a capital good over the sum expended on the complementary 
originally factors required for its prrxluciion is clue to this time difference and the 

Tn he sure, n n  a l l  lenflhier pnxlr~Oim pmrsws arc mom prrxll~tive th:m shorter onm. hut under 
the aswmpficm that man, cmuraind hy time pnkrmce. will invariably fmd :at al l  limn) .wlrci the 
shr~nru ronreivahlr m-~hcxls pmduring som- given oulput, any incrmsr in rn~lpt~t thm can - 
pr~xmlopicllly - only he achirved if the pnxluoion pmes% is Immhmcd. givm rmskmt tcchnolngy. 

universal fact of time preference. I t  Is the price paid for buying time, for moving 
closer to the completion of one's ultimate goal rather than having to start at the 
very beginning. For the same reason, the value of the final output must exceed the 
sum spent on its factors of production (the price paid for the capital good and all 
complementary labor services). 

The lower the time preference rate, the earlier the onset of the process d 
capital formation, and the faster the roundabout stnlcture of production will be 
lengthened. Any increase i n  the accumulation of capital goods and the 
roundahoutness of the production structure in turn raises the marginal productivity 
of lahor. This leads to either increased employment or wage rates, or w e n  if the 
lahor supply curve should become backward sloping with inmeased wage rates, to 
a higher wage total. Supplled with an increased amount of capital goods, a better 
paid population of wage earners will produce an overall increased - future - 
social product, thus also raisin8 the real Incomes of the owners of capital and land. 

2. Factors Influencing Time Preference and the Process 
o f  Chrlllzation 

Among the factors Influencing t h e  preference one can distlngulsh 
between external. biological, personal, and social or institutional ones. 

External factors are events within an actor's physical envlronment whav 
outcome he can neither directly nor indirectly control. Such events affect time 
preference only i f  and insofar as they are expected. They can be of two kinds. I f  a 
positive event such as manna falling from heaven is expected to happen at some 
future date, the marginal utility of future goods will fall relatlve to that of present 
ones. The time preference rate will rise and consumption wlll'be stimulated. Once 
the expected event has occurred and the larger supply of future goods has become 
a larger supply of present goods, the reverse will happen. The time preference rate 
will fall, and savings will increase. 

On the other hand, i f  a negative event such as a flood Is expected, the 
marginal utility of future goods rises. The time preference rate will fall and savings 
will increase. After the event, with a reduced supply of present goods, the time 
preference rate will rise.3 

Biological processes are technically within an actor's reach, but for all 
practical purpo.ses and in the foreseeable future they too must be regarded as a 
'given' by an actor, similar to external events. 

It is a 'given' that man is horn as a child, that he grows up  to be an adult, 
that he is capable of procreation during part of his life, and that he ages and dies. 
These biological facts have a direct bearing on time preference. Because of 

11 It Is expected that n n h l n ~  at a l l  n n  he dnu ahan the tmpndinp lmm nf ti~lure p z d q  such that 
no prc.wnt attempt to mitigate these losws throuph compensatory sav lnp  (or Insurance) a p p e a n  
pnrqihle because such savinp wnuld he destroyed as 41, the time prelercnce rate will immediately 
rise, and It will rem~in high alter the event. 
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biological constraints on their cognitive development, children have an extremely 
high time preference rate. They d o  not p s e s s  a clear concept of a personal life 
expectancy extending over an extended period of time, and they lack a full 
comprehension of production as a mode of indirect consumption. Accordingly, 
present goods and immediate gratification are highly preferred to future goods and 
delayed gratification. Savings-investment activities are rare, and the periods of 
production and provision seldom extend beyond the most immediate future. 
Children live from day to day and from one immediate gratification to the next. 

In the course of becoming an adult, an actor's initially extremely high time 
preference rate tends to fall. With the recognition of one's life expectancy and the 
potentialities of production a s  a means of indirect consumption, the marginal utility 
of future goods rises. Saving and investment are stimulated, and the periods of  
production and provision are lengthened. 

Finally, becoming old and approaching the e n d  of life, one's time 
preference rate tends to rise. The marginal utility of future goods falls hecause 
there is less of a future left. Savings and  investments will decrease, a n d  
consumption including the non-replacement of capital and durable consumer 
goods - will increase. This old-age effect may he counteracted and suspended, 
however. Owing to the biological fact of procreation, an actor may extend his 
period of provision beyond the duration of his own life. If and insofar as  this is the 
case, his time preferenc~ rate can remain at its adult-level until his death. 

Within the constraints imposed by external and biological an actor .sets his 
time preference rate in accordance with his subjective evaluations. How high or  
low this rate is and what changes it will undergo in the course of his lifetime 
depend on personal psychological factors. One man may not care about anphing 
but the present and the most immediate future. Like a child, he may only be 
interested in instant or minimally delayed gratification. In accordancewith his high 
time preference, he may want to be a vagabond, a drifter, a drunkard, a junkie, a 
daydreamer, or simply a happy-go-lucky kind of guy who likes to work as little as  
possible in order to enjoy each and every day to the fullest. Another man may 
worry ahout his and his offspring's future constantly and, hy means of savings, may 
want to build up a steadily growing stock of capital and durahle consumer goods 
in order to provide for an increasingly larger supply of future goods and an w e r  
longer period of provision. A third person may feel a degree of time preference 
somewhere in hetween these extremes, o r  h e  may feel different degrees at 
different times and therefore choose still another lifc.stylecareer.6 

\ 

6 In c m m s  to the wideapread recopltinn nf the p h e m n o n  nf time preferend hy emnomh. In 
prtkular those nf the "Austrian School", amazingly littlc anentlon has heen paid to it hy socinlogl%s 
and pnlitlnl uienlists. A nntahle cxrrpclon Is Ranfield-1974, esp. ch 3, who identlfks timc preference 
as the underlying callre for the prslnent distincTicm lrtapcn %rial clasw and culturm. in particular 
Ix'lwrcn the "uppr class' and Ik 'Iowcr" clas5. Whr~-2s memlrrs c# thr fimwr are chnnc~en7ed hy 
futurei>rirnta~im, wlf4i~ipl ine, and a willinpn~m 10 Inrego prcwnt gntifir:~ticm In exchange for a 
hater futurv, mcmkrs of the "lruvcr clas" arc rharacwrized hy their pmwnt-orientatlon and hedonism. 
'If (the Icwer claw individual) has any awannew nf the h~ture, It is of .wmhing fixed, fated..heymd 
his nmtml: thlnp happen to him, he does nor nuke them happn. Impulse pwrrns hk  hehavlor. either 
k a u w  he n n m  diwipline h i m d  to .wcrificv a pnxent for a future sallsfadion or hause  k h a s  no 
wn.w of the future He is therefore ndically impn~vident ... He w n b  only as he must to hay alive, and 
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However, no  matter what a person's origlnal tlme preference rate or what 
the original distrihution of such rates within a given population, once It b low 
enough to allow for any savings and capital or durable consumer goods formation 
at all, a tendency toward a fall In the rate of time preference Is set in motion, 
accompanied by a ' p m .  of civlliratlon."f 

The .saver exchanges present (consumer) goods for future (capital) goods 
with the expectation that these will help produce a larger supply of p e n t  goods 
In the future. If he expected otherwise he would not save. If these expectation. 
prove correct, and I /  everythtng eke remains the same, the marginal utility of 
present good. relative to that of future ones will fall. His time preference rate will 
he lower. He will save and invest more than in the past, and hLs future Income will 
be still higher. leading to yet another reduction in his tlme preference rate. Step by 
step, the time preference rate approaches zero - without ever reaching it. In a 
monetary economy. as a result of his surrender of present money, a saver expects 
to receive a higher real money income later. Wtth a higher income, the marglnal 
utility of present money falls relative to future money, the savings proportion rises, 
and future monetary income will be w e n  higher. 

Moreover, In an exchange economy, the saver-Investor also contributes to 
a lowering of the t h e  preference rate of non-savers. With the accumulation of 
capital goods, the relative scarcity of lahor services increases. and wage rates, 
ceteris pdrihus, will rise. Higher wage rates imply a rising supply of present goods 
for previous non-savers. As a result, even their time preference rates will fall. 

In addition, as  an indirect result of the increased real incomes brought 
about through savings, nutrition and health care improve, and the life expectancy 
tends to rise. In a development similar to the transformation from childhood to 
adulthood, with a higher life expectancy more distant goals are added to  an 
individual's present value scale. The marginal utility of future goods relative to that 
of present ones increases, and the time preference rate further d e ~ l i n e s . ~  

Simultaneously, the saver-investor initiates a 'pnxess of civilization". In 
generating a tendency toward a fall In the rate of time preference, he successhrely 
raises himself - and everyone directly or Indirectly connected to him thrwgh a 
network of exchanges - from b a b r i s m  to civilization and from human childhood 
to adulthood. 

drihs f m  one unskilkd jch to another, takln~ no lmcrnt In hb wdx. ... He b n d c s ~ ~ h  hb thh p... 
and. men when nearly new, they are likely to he pcmnently w t  of ader for lack of minor ~ p s l n .  HIS 
M y ,  too. Is a thing 'to Iw worked out hut not repaired: (lhld, pp. 6142). Phenomena mlcaI$ 
asnriated with the %wer class-, such as family hreakdoam. promiwuity, venereal dlsease. a ldd lsm.  
drug addiction, vlolence, crime, high infant mntality, and low life explrtanry, all have a common 
cause in hlgh time preference. Their cause Ls no( unemploymmt n lnar I nmm.  Rather, rIde3 bnfield. 
rausaion is, if anyrhing, the other way around: lasting unemployment and prsluently low I- 
likewise are the efli1.r of an underlying hlgh time pn!fmrr. A5 amher Imponant excepckm to the 
pwnl ncglcn of the phenomenon nftimc prefmnrr at the hand5 dnonenmomlfla wc Smlth-1W. 

For a del~iled emplrlcal. .nciopsychnlopical c le~r lp t lm nf the phenomenon o f  the 'pmce%9 d 
civilinlion' .= ~IY) Eliarl9M1. 

To avoid any misunderstanding: The mere f i t  nf a lmgcr llfe has no impad on tlme pref-. 
Ralhc~. It Is only the personal Immmk&~- the , w i n  w l a f b n  - of thL9 fad. that IcaB to a fall 
in a p m ' s  degree nftlme prefmnce. 



324 J o u m l  des Econornkfes et des Etudes Humalnes 

In building up an expanding structure of capital and durable consumer 
@, the saver-investor also steadily expands the range and horizon of his plans. 
The number of variables under his control that are taken into account in his 
present actions increases. Accordingly, this increases the numher and time horizon 
of his predictions concerning future wents. Hence, the saver-investor is interested 
in acquiring and steadily improving upon his knowledge concerning an increasing 
number of variables and their interrelationships. Yet once he has acquired or  
impmved his own knowledge and verbalized or  displayed it in action, such 
knowledge hecomes a "free good", available for imitation and utilization by others 
for their own purposes. Thus, by virtue of the saver's saving, even the most 
present-oriented person will be gradually transformed from a barbarian to  a 
civilized man. His life ceases to be brutish, nasty and short and becomes longer, 
increasingly refined, and comfortable. 

M1 M2 
real money Income 

Pfgun 1 provides a graphic illustration of the phenomena of time 
preference and the process of civilization. It relates individual time 
preference rates -the height of the premium of a specified present 
over the same good at a specified later date which induces a given 
individual to engage in intertemporal exchange - o n  the vertical axis to  
the individual's real money income - his supply of present money - on 
the horizontal. In accordance with the law of marginal utility, each 
individual time preference curve, such as T1 or T2, slopes downward as 
the supply of present money increases. The process of civilization is 
depicted by a movement from point 11 - with a time preference rate of 
t l l  - to 22 - with a time preference rate of t22. This movement is the 
compasite result of two interrelated changes. On the one hand, It involves 
a movement along T1 fmm point 11 to  12, representing the fall in the time 
preference rate that results if an individual with a g l w n  personality 
possesses a larger supply of present goods. On the other hand, there Is a 
movement from point 12 to 22. This change from a higher to  a lower time 
preferenc~ curve - with real income assumed to be given - represents 
the c h a n ~ e s  in personality a s  they occur during the transition from 
childhood to adulthood, In the course of rising life-expectancies, w a s  the 
result of an advancement of knowledge. 

3. Time Preference, Property, C&, and -ent 

The actual amount of present goods allocated to the production of future 
goods depends on  the one hand on a person's technical knowledge. Wthout the 
knowledge of how to build a fishing net, for instance, Crusoe obviously could not 
w e n  have hegun to exchange present goods for future ones, that is, to save an 
invest. On the other hand, glran a person's technical knowledge the amount of  
saving depends solely on  his supply of present good and his time preference 
schedule. The smaller his supply of present goods and the  higher his time 
preference schedule, the higher his effective time preference rate and the lower his 
actual savings will he. 

In the  beginning of mankind, there was  only 'land" (nature-given 
resources and obstacles) and 'laba" (human halles). strictly speaking, the only 
g t m  supply of any good is that of body-time. The supply of all other goods - be 
they perishable or  durable consumer goods such as herries w caves, o r  indirrctly 
usefill goodc (production factors), such as berry hushes and their sumunding land 
- is nof 'given'. It is the result of someone's prior action; of the appropriation 
(homesteading) of nature by a specific individual. The facts and laws of nature and 
human biology are 'givens', of course, and nature as such may h e  generous or  
skimpy. But only through an individual's act of appropriation Is nature turned into 
a supply of goods. It is even more obvious that the supply of all pmducedgoods is 
nof 'given'. Ik they consumer goods, which have heen stored, conserved or made 
more durable, or produced factors of production (capital good+, they are all the 
outcome of the activities of specific individuals. Finally, technical knowledge Is 
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also not a 'given'. That one potato saved today can yield ten potatoes one year 
from now may he a fact o f  nature, but one must first have a potato. Yet w e n  if one 
did and one  were perfectly willing to invest it for this return or an even lower one, 
such a fact would he irrelevant unless the person in question knew the laws of 
potato growing. 

Thus, neither the supply of present g t d s  nor technology then is given or  
fixed. Rather, they are artefacts, created with the intention of improving their 
appropriator-producer's well-being. These expectations can turn out  right o r  
wrong, and rather than .Wcltring a profit for the actor, his aaions may result in a 
loss. But one  would not spend any time picking berries unless he originally 
expected berries to he eatahle. No one would appropriate a berry hush unless he 
thought that this would enhance his berry harvest. No one would want to learn 
anything about any fact or law of nature unless he anticipated that such knowledge 
would help him improve his circumstances. 

In a social context, an individual's supply of appropriated and produced 
goods, his time preference .schedule, and hence his effective time preference rate 
may also he affected by the actions - and the expectations regarding these actions 
-of others.) 

The aforementioned tendency toward a fall in the rate of time preference 
and the accompanying process of civilization will pmceed so long - as has so far 
heen tacitly assumed to he the case - as no one interferes with another's acts of 
nature-appropriation and production. So long as this is the caw and each person is 
respected by everyone else as the owner of his supply of body-time and whatever 
goods he has appropriated and produced such that everyone may enjoy, 
unmolested by others, all present and future henefits to he derived from these 
goods, the existence of more than one person either leaves the tendency toward a 
fall in the time preference rate unchanged, or it even accelerates and reinforces the 
very process. The former is the case if and insofar as A appn,priates a previt,usly 
unowned, nature-given good, or if he trnnsforms such a g txd  into a different one 
without causing any physical damage to the g t d s  owned by another person 8. 
A's supply of present g a d s ,  or the value of such gtxnls for A, is increased, and 
hence, ceteris paribus, his time preference rate will fall. lkcause A's acts have no 
impact on  the supply of goods owned by 11, B's time preference rate remains 
unaffected. Furthermore, the tendency will actually he accelerated insofar as A and 
B, hased on  the mutual recognition of each other's property, engage in voluntary 
trade or cooperation and even without any such exchange insofar as  they merely 
observe each other's activities and copy each other's knowledge. For any voluntary 
trade or cooperation hetween A and U incwaws - ex ante - the supply ancVor 
the value attached to the supply of the gtxnls of both parties (otherwise it would 
not take place), and hence the time preference rate of both A' and B will fall. 
Moreover, hy learning facts and laws from one another, such as that there are 
potatoes, that potatws can he eaten, or that one's present potato may yield ten 
future ones, the tendency toward :I fall in the cite of time prefemnce sprearls fn,m 
one p r s v n  to anorher. 

9Seeon the following alm Rnthhad-1QM, pp. 147-159; Rtlhhad-19n; Hopp13R9; H~pp-199%. 
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However, if vlolations of property rights m r  and the goods appropriated 
or  produced by A are stolen, damaged or  expropriated by B, or  if B restricts the 
uses that A is permitted to make of his goods in any way (apart from not beinp, 
allowed to cause any physical damage to the property of B), then the tendency 
toward a fall in the rate of time preference will be  disturbed, halted o r  even 
reversed. 

The violations of property rlghts - and the effect they h a w  on  the pmms.  
of civilization - can be  of two kinds. They can take the form of criminal activities 
(including negligent behavior), o r  they can take the form of institutional o r  
governmental interference. 

The characteristic mark of criminal invasions of property rights is that such 
activities are considered illegitimate o r  unjust not only by the victim, but  b y  
property owners in general (and possibly w e n  by the criminal himself). Hence, the 
victim is considered entitled to defend himself - if need be by retaliatory force, 
and he may punish and/or exact compensation from the offender. 

The impact of crime is twofold. On the one hand, criminal activlty reduces 
the supply of  the goods of the victimized appropriator-producer-exchanger. 
thereby raising his effective time preference rate (his time preference schedule 
being given). On the orher hand, insofar as individuals perceive a risk of future 
victimization they will accordingly re-allocate their resources. They will build walls 
and fences, install locks and alarm systems, design or  buy weapons, and purchase 
protection and insurance services. The existence of crime thus implies a setback in 
the process toward a fall in the rate of time preference as far as  actual victlms are 
concerned, and it leads to expenditures - by actual and potential victims - which 
would be considered wasteful without the existence of crime.10 

Therefore, crime or  a c h a n ~ e  in the rate of crime has the same type of 
effect on  time preference as the occurrence or a changed frequency of 'natural' 
disasters. Floods, storms, heat waves, and earthquakes also reduce their 'victims' 
supply of present goods and thus raise their effective time preference rate. And the 
perceived risk(change) of natural disasters also leads to resource re-allocations and 
expenw-adjustments -such as the construction of dams, irrlgation systems, dikes. 
shelters. o r  earthquake insurance - which would be unnecessary without the 
existence of these natural risks. 

More importantly, however, because actual and potential victims are 
permitted to defend, protect and insure themselves against both social disasters 
such as crime as well as natural ones, the effect of these o n  time preference is only 
temporary and unsystematic. Actual victims will save-invest a smaller amount of 
god because they are poorer. And the altered risk perceptions among actual and 
potential victims shape the d f m t f o n  of their future actions. But so long as physkal 
protection and defense are permitted, the existence neither of social nor of natural 
disasters implies that the time preference ern of actual or potential victims - 
their degree of future-orientation - will be systematically changed." After taking 

lo See also Tullcrk-l%7. 
In lerms of FipR 1 shove: Soml and natural dislaen alike Imply a movemenl u p d  and to lhc kfI 

on a given time prcfemr NWe - Indar ar a m d  vicilms are cnncemed. nut i k y  do cd imply a 
chanpe in a pr~on's  character S ( N ~ R ,  ie.. a shlft fmnn a kwm IO a h l e r  time prcferew curve. Sum 
a shift m u m  in the pmwncx d ~ovemment4sasten, hnwevrr. See thc fdloarlng disnr%~lon ahon. 
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account of the damage and redirecting one's activities. the tendency toward a fall 
in the rate of time preference and the attending pnxess of civilization will resume 
on its previous path. In its course, b t h  the protection against crime as well as  that 
against natural disasters can he expected to undergo continual impmvernent.12 

Matten fi~ndamentally change and the pmcess of civilization is permanently 
derailed whenever property rights' violations take the form of government 
interference, however. 

The distinctive mark of  government violations of private property rights is 
that contrary to criminal activities, they are considered legitimate not only hy the 
government agena who engage in them, hut hy the general puhlic as well (and in 
rare instances pos~ihly even by the victim). Hence, a victim may not legitimately 
defend himself against such violatirms.l3 

The imposition of a government tax on  propr ty  or  income violates a 
property or income producer's rights as much as theft does. In h t h  cases the 
appropriator-producer's supply of goods is diminished against his will and without 
his consent. Government money or 'liquidity' creation involves n o  less a fraudulent 
expropriation of  private property owners than the operations of a criminal 
counterfeiter gang. Moreover, any government regulation as to what an owner may 
or may not do with his property - beyond the rule that no  one may physically 
damage the property of others and that all exchange and trade with others must be 
voluntary and contractual - implies a 'taking" of somehtdy's property on  a par 
with acts of extortion, robbery, or destruction. Rut taxation, the government's 
provision of 'liquidity', and government regulations - unlike their criminal 
counterparts - are considered legitimate, and the victim of government 
interference - unlike the victim of a crime - is nof entitled to physical defense 
and pmtedion of his ornnenv. . .  . 

Because of their legitimacy, then, government violations of pmperty rights 
affect individual time preferences in a systematically different and much more 

~ ~- -.. 

profound way than crime. Like crime, any government interference with private 
property rights reduces someone's supply of present goods and thus raises his 
effective time preference rate. Yet government offences - unlike crime - 
simultaneously raise the time preference d q l m  of actual and potential victims 
hecause they also imply a reduction in the supply offilrtre goods (a reduced rate 
of return on investment). Crime, because it is illegitimate, occurs only intermittently 
- the robber disappears fmm the scene with his loo! and leaves his victim alone. 
Thus, crime can he dealt with by increasing one's demand for protective g m d s  and 
.scrvicm (relative to that for non-protection goods) so as to restore or even increase 
one's future o t e  of investment return and make it less likely that the same or a 
different rohher will succeed a second time with the same or a different victim. In 
contrast, because they are legitimate. governmental property rights vk,lations are 

I3 On thc t hmy  of the Male .see Iwsidm the works rltcd in knfnde 9 ahove 0lyrr.nhcimcr-1914; 
0ppcnkinwr-1Wr(: Rucrtnu-lW; Tilly-I%<: Ewein-IWS. 

i continual. The oFknder does not disappear lnto hiding but stays around; and the 
victim does not 'arm' himself hut must (at least he is generally expected to) remain 
defenceless.'4 Consequently future property rights violations, rather than 
becoming less frequent, hecome institutionalized. The rate, regularity and duration 
of future victimization increases instead of decreasing. 

Instead of by improved 'protection', the actual and potential victims of 
government property rights violations - as demonstrated by their continued 
defencelessness vis-a-vis their d e n d e n  - r e s p n d  hy associating a permanently 
higher risk with all future production and  systematically adjusting their 

1 expectations concerning the rate of return on all future investment downward. 

! Competing with the tenden'cy toward a falling rate of time preference, 
another oppos ing  tendency c o m e s  into operation with t h e  existence of 
government. ISy simultaneously reducing the supply of present and (expected) 
future goods, governmental property rights violations not only raise time 

i preference rates (with given schedules) hut also time preference schedules. 
Because appropriator-producers are (and see themselves as) defenceless apin.st 
future victimization hy government agents, their expected rate of return o n  
productive, future oriented actions is reduced all-around, and accordingly all actual 
and potential victims become more present-oriented. 

As will be explained in the course of the following section, if government 
property rights violations take their cwrse  and grnw extensive enough, the natural 
tendency of humanity t o  build an expanding stock of capital a n d  durahle 
consumer @s and to become inmasingly more fanighted and provide for w e r  
more distant goals may not only come to a standstill, hut may be reversed by a 
tendency toward de-civilization: formerly provident prwiders will be turned lnto 
drunks or daydreamers, adults into children, civilized men into barbarians, and 
producers into criminals. 

I4 Writes Spfmner-1%. p. 17: The pNernment does rrm. Indeed. waylay a nun In a l m l y  place. 
spring u p n  him fmm the madqkle, and holding a pistd to hls head, pmeed to rifle h h  pnkers. But 
the m h l v  k none thc ksq a r d h r y  on that acrmnr; and k is far m dastardly and .shameful. The 
highwayman take solely upm himwlf the respnmihility, danger, and &me oT hh  own acl. He don 
nnc pretend that he has a rightful claim to your mnney, or that he intend* to 11.w It for your own hewtit. 
He d m  n n  pmend lo he anyching Iwt a mhher. He has noc acquired lmpudenre enough to p m f m  to 
he merely a 'pnnmor.' awl that he takes mm's money against their wlll, merely to enahle hlm to 
'pintea' thosc infatuated trawlkm. who feel perfec(ly ahk to pmea thm lves ,  or do not appreciate 
his peatliar syslem nf pn,tection. He is too senslhle a man to make such pmfes~iona as these. 
Furckmnrm, having taken your mmey, he leaves pxl, as you wlsh hlm to do. He does n u  psi* in 
fnlicrwinp yw m the mad, aplinn your will; aswmlng to he your rightful 'sovrrcip.'on account d t h e  
'pnxcrum' he a l l d s  you. He dncs n n  keep 'pmmlng' ynu, hy cnmmanding yw to hoar dnvn and 
wwc h ~ m  hy rpquiring you to dn this, and fnrhidding you to do that hy ~ W n g  y w  out of more 
money as ohen as k. finds it for hb lntrrcn or p1ea.w~ to do m, and hy branding ynu as a mhel, a 
traitor, and an rncmy to your country, and shnuing you down without m e q .  If you dispute h l ~  
authnrity, or resist his demands. He h too much of a gcntlmun to he wllry of such lmprruum. a d  
Insults, and vlllalnks a$ t k .  In shrnt. he d m  nnt, in addkkm to mhMnp you, anemp to make 
ekher h h  dupe or his slave.' 
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4. Government, Government Growth, and the Process 
of Decivlllzatlon -Or From Monarchy to Democracy 

Every government - every agency that engages in  contlnual 
institutionalized property rights violations (expropriations) - is by its nature a 
territorial monopolist. There can be no 'free entry" into the business of 
expropriations, because otherwise soon nothing would he left that could still he 
expropriated, and any form of i~itrctiomliredexprc~priation would thus become 
impossible. Under the assumption of self-interest, every government will use this 
monopoly of expropriation to its own advantage - in order to maximize its wealth 
and income. Hence every government should be expected to have an inherent 
tendency toward growth. And in maximizing its own wealth and income by means 
of expropriation, every government then represents a constant threat to the 
process of civilization - of falling time preferences and increasingly wider and 
longer provision -and an expanding source of decivilizing forces. 

Howwer, not wery government prospers equally and produces decivilizing 
forces of the same strength. Different forms of government lead to different 
degrees of decivilization. Nor is every form of government, and every sequence of 
government forms, equally probable. 

Given that all expropriation mates victims and victims cannot he relied 
upon to cooperate while being victimized, an agency that insrirurionalizes 
expropriation must possess legitimacy. A majority of the non-governmental public 
must regard the government's acts as just or at least as fair enough not to he 
resisted so as to render the victim defenceless13 Yet to acquire legitimacy Is not an 
easy task. For this reason, it is not likely, for instance, that a single world 
government could arise a17 ovo. Instead, all governments must begin territorially 
small. Nor is it very likely, even for as small a population as that of a clan, a tribe, a 
village or a town. that a government will initially Ix democratic, for who would not 
rather trust a specific known individual - especially in as sensitive a matter as that 
of a territorial monopoly of expropriation - than an anonymous, demcxratically 
elected person ! Having to begin small, the originally form of government is 
typically that of pasom1 rule: of private ownership of the governmental apparatus 
of compulsion (monar~h~).~6 

I5 On the fundamental Importance of favmhle puhlic opinion for the exercise of w r n m e n t  pnwer 
.see the classic treatments hy la Ra.tie-1975. with an intnxluaion hy Murray N. Rahhanl, and Hume- 
1971. Thus. Hume wrltrs (iMd, p. 19): 'Nolhin~ appars rwre surprisin~ to t h w  who considcr human 
atTalrs with a philowphinl eye, than the easiness with which the many are ~overned ly the few, and 
the Implicit suhmiwion. with which men resign their nwn sentiments and pas.ions tn~those of their 
rulers. When we inquire hy what mans this wnnckr is etTcT1ed we sIrd1 find, that as Forre is always on 
thc side of the ~overntd. the Rovernm have ncr i r in~ to suppn them hut npinlon. It is, thercfnre, on 
opinion only that Rovernrnent is k~undtd. and this maxim extends tcr the mnst drspntic and most 
niililary gwcrnnr.nls. as wrll I S  111 the most fnr. and P(IP(II:I~. The sullan (11 E ~ y v .  or the empcnx n f  
Rnm. nright drive his harmless sul%%is, like hruk Irndas, against thcir .wntimcnt and inclination. Hut 
he must. at least, have led his manl~lukes ur praetorian hands, like tnen, iy thclr opinions.' Sre also 
Miws- IW6. pp H63MA. 
l6 on tile lengthy historical pnxem of the acquisition of pvernment power, and the primacy of 
monarchical rule. .ur dc Jouvenel-1957, esp. ch. 10; de Jouvenel-194% de Jouvenrl-1987; Ruestoar- 
IW, c'p. pp. 101-105. 
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In  wery society of any degree of complexity, specific lndlvlduals qulckly 
acquire the st:~tus of an elite as P result of having diverse talents. Owlng to 
achievements of superior wealth, wisdom, or bravery or a combination thereof, 
particular Individuals command respect, and their opinions and judgments p0~se.w 
natural authority. As an outgrowth of this authority. memhe~ of the elite are mmt 
likely to succeed, typically via the monopolization of judicial services (courts and 
legislation) and law enforcement (police), in  establishing a legitimate territorial 
monopoly of compulsion.~f And hecause they owe their privileged position to 
their personal elitist character and achievements, they will consider themselves and 
be regarded by their fellows as the monopoly's p o m l  owner. Democratic rule 
where the government apparatus is considered 'public" prope~Q administered by . . . .  . 
regularly elected officials who do not personally own and are not viewed as 
owning the government but as its temporary c a m t a h o r  hustees- typically only 
follows personal rule and private government ownership. Because masses or 
majorities cannot possibly possess natural authority (this being a personal, 
individual trait), democratic governments can acquire legitimacy only unnaturally 
- most typically through war or revolution. Only in activities such as war and 
revolution do masses act in  concert and do victory and defeat depend on mass 
effort. And only under exceptional circumstances such as these can mass mapritles 
gain the legitimacy needed to transform government into public propelty. 

These two forms of government - prlvate or public ownership of 
government (monarchy or democracy) - have systematically different effects on 
social time preference and the attending process of civilization, and with the 
transition from personal (monarchical) to democratic (public) rule In particular, 
contrary to conventional wisdom, the decivilizing f o e s  inherent in any form of 
government are systematically strengthened1'' 

The defining characteristic of prlvate government ownership and the 
reason for a personal ruler's relatively lower degree of time preference (as 
compared to criminals and democratic governments) is that the expropriated 
resources and the monopoly privilege of future expropriation are individually 
oumed. The expropriated resources are added to the ruler's private estate and 
treated as i f  they were P part of it, and the monopoly privilege o f  future 
expropriation is attached as a title to this estate and leads to an instant increase In 

I7 On the uhiquity of natural authorlty see de Jouvmel-1957. ch.2. 'All that wa.q needed (for the 
kmnaticm of a.wwiations) was that snme one man shnuld feel within him a natural asccndmcy and 
should then inspire <*hers with m l a  In himself. ... when we can .see every day a%wclatlow formlnR all 
arnund us. why should we imadne them fnr in in~ In the distant pas in some d i t T m t  way? What makes 
leaden, nnw as alwap, is natural ascendency - autlmrity as such. We .we them arLqln~ under m r  very 
eye' whenever there is a rcsclle to r n ~ a n i m  rn  a fire to put nut.' t lhid, pp. 31-32). And nn the transitirm 
from authority to power de Jouvenel nutes: 'Power. however, is somethln~ very different frnm 
authcmty. The distinguish in^ mark of the latter k that I k exenrlsnl only nver thme who voluntarily 
accept it: If the n~lers have authnity cwer only a pan of thelr suhjcc~s, they m ~ y  rcceive frnm that pan a 
strennh suAclent III suh'k~i the urhers trj thelr pnwcr. .... Authalty end5 whcre voluntary assent en&. 
Tlrere is in cwery state a marpln d chdience which k won only hy the use d force or the threat d 
fr>rce: it Is thla mawin which breachn likq and demmaratn the fnilutr d authorlry. Amon8 free 
peoples it is a very small marpln, k a u s c .  thcre authorlty is very  rea at.* (ibld, pp. 32-33). 
In Scr nn the follow in^ a h  the llcerature on the 'trauedy of the mmmons', ex. Hardldlbdm-197. 
Scr also OIxm-lY)3. 
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its present value ('capitalization' of monopoly profit). Most impottantly, as the 
private owner of the government estate, the ruler is entitled to pass his possessions 
onto his personal heir. He may sell, rent or give away part or all of his privileged 
estate (and privately pocket the receipts from the sale or rental), and he may 
personally appoint or dismiss every administrator and employee of his estate.') 

The institution of private government ownership systematically shapes the 
incentive structure confronting the ruler and distinctly influences his conduct of 
government affairs. Assuming no more than self-interest, the ruler tries to maximize 
his total wealth, f.e., the present value of his estate and his current income. He 
would not want to increase current income at the expense of a more than 
proportional drop in the present value of his assetc. And because a m  of current 
income acquisition invariably have repercussions on present asset values 
(reflecting the value of all future expected asset earnings discounted by the rate of 
time preference), private ownership in and of itself leads to economic calculation 
and thus promotes farsightedness. 

While this is true of private ownership generally, in the special ca,w of the 
private ownership of Rouemment it implies a distinct moderation with respect to 
the ruler's drive to exploit his monopoly privilege of expropriation. For acts of 
expropriation are by their nature parasitic upon prior acts of production by the 
non-governmental public. Where nothing has first been produced, nothing can he 
expropriated, and where everything has been expropriated, all future production 
will come to a shrieking halt. Hence, a private owner of government - a king - 
would want to avoid taxing his suhpcts so heavily as to reduce his fitture earning 
potential to the extent that the present value of his estate - his kingdom - 
actually fell, for instance. Instead, to preserve or even enhance the value of his 
personal property, he would want to systematically restrain himself in his taxing 
policies. For the lower the degree of taxation, the more productive the subject 
population will be, and the more productive the population, the higher the value 

A c ~ d l n p  to this charanerizatlon d monarchy, present-day 'monarchies' swh as Great Britaln, the 
Nnhcrlandq, Belplum. Sweden. Nnarry. Denmark, or Spaln are clearly monarchies In name only. In 
fan, they repre.cent examples d what Is here and in the fullowlnp refcmd to as dcmotncies. The term 
'monarchy', as here defined, applies instead most appropriately to the form of povernment that 
charaaerlzed Europe through the end of thc IRh wntury: the 'ancien wpime" - when, stimulated Ily 
the American and in j-articular the Fwnch Revolution and in a pmcesr that was not completed until 
after the end o f  World War 1, monarchies were pradually transformed into democracies. Indecd. 
monarchy and demrrracy can he conceived of analytically as rcpresentlnp the two endpoinw of a 
continuum. with varlous ~ n 9 i M e  forms of wernment lrrated at preater or Imwr dluances frmn one or 
the other extreme. Elective marchies as they exlsted for periods of time in Poland. Bohemia, and 
Hungary, for instance, are ol~viously less monarchic than hereditary monakhies. Likewlsc. 
'constitutional' mc~narrhles are less monarchic than pre-constitutional oncs. And 'parliamentary' 
munarchie may well have to he p l a d  clcwr to a than to a marchy,  or. with unlveml 
suflraw, they may he no monarchy at all. On the orher hand. while a wpuhlican form of @wemment 
implies hy definition that the povernment apparatus is nut privately hut puhlicly owned (by 'the 
pmple'), and a repuhlir thus pnrsesres an inherent tendency to pravitate toward the adoptlrm of 
universal suffrapc. 1.e.. democrarlc repuhlicanism. not all repuhiics are In fact equally close to 
democracy. F a  example, an arimrrratic 'wpul~lic' such as that of t k  Dutch United Pmvinces hefore 
1673 (when William of Oranw was elmled hereditary stadhoudd may actually have to he clawlfied as 
a quasi-monarchy rather than a democracy. On the distinction hetween monarchy, repuhlic, and 
democracy and their varicws historical manifmations sce K i~e l i ~ l t -Wd ihn -1m.  
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of the ruler's parasitic monopoly of expropriation will be. He wi l l  use hls 
monopolistic privilege, of course. He will not not tax. But as the government's 
private owner, it is in  his interest to draw - parasitically - on a growing, 
increasingly productive and prosperous non-jpvernment economy, as this would 
- alwap and without any effort on his part - also increase his own wealth and 
prasperity. Tax rates would thus tend to be low.m 

Further, it is in  a personal ruler's interest to use his monopoly of law 
(murts) and order (police) for the enforcement of the pre-established private 
pmperty law. With the sole exception of himself (for the non-government public 
and all of its internal dealings, that is), he will want to enforce the principle that all 
property and inmme should be acquired productively and/or contractually, and 
accordingly, he will want to threaten all private rule transgressions as crime with 
punishment. The less ptfwte crime there is, the more private wealth there will he 
and the higher wi l l  be the value of the ruler's monopoly o f  taxation and 
expropriation. In  fact, a private ruler will not want to lean exclusively on tux 
revenue to finance his own expenditures. Rather, he will also want to rely on 
productive activities and allocate part of his estate to the production and provision 
of 'normal' goods and services, with the purpose of earning its owner a 'normal' 
(market) sales revenue.21 

Moreover, private ownership of government Implies moderation for yet 
another systematic reason. All private property is by definition exclusive pmperty. 

20 Thus Ciplla-19RO concludes: 'All In all, m must admk that the path d Incane drawn hy the 
puhllc sector mmt cenainly Incread fmm the eleventh century o n m d  all over Eurnpe, hut k Is 
diffimlt to lmapine that, apan fmm panicular t lnm a d  places, the puhllc power evrr manaped to dnw 
morr than 5 to 8 percent of national income.' (IMd, p. I) He notes funher ( l h M  that thh ponion vu 
n u  systenuticllly excp1ded until the sffond half ofthe B h  century. See also the two Wlowlnp Ma. 
21 On the recognition of the pre-exlstinp prfvate property law hy monarchs see de Jcuvenel-1957, enp. 
chr. 10 and I I .  'The attitude d the nwewipn t w a d  riph~r Lr expreswd in the m th  of the fiw Fmch 
k lnw 'I will honour a d  -we each m of you, and 1 wlll maintain for each the law and juUke 
penaininp to him.' Wlen the klnp war called 'debtor for WsW, it was no empty phnse. I f  hb duty waq 
suum c u m  trlhen?, the mum w-as a fixed ddum. It was na the case d renderinp to each what. In 
the plenimde d h ~ s  knwledpe, he thoupht would be k s l  f a  him, hut what helm* to hlm according 
to custom. Suh)ectlve riphts were not held on the precarious tenure of prant hut were freehold 
parmrkms. Thc rovereipn's rlpht alw war a freehokl. It war a suh)ective rlpht as much ar the ocher 
rlphts, thwph of a mom elevated dipnily. hut It cculd n d  take the ocher rlphn away.' (IMd, pp. 172- 
173) -The much-cited anccdae d Fmderick the Grnt a d  the miller of Sans Soucl hlchklly q rese~W 
the ancient sate of aflaits. The klnp's riph~r have incompankdy greater . a p e  than those of the miller: 
hut ar far as the miller's ripht pm k k as paxl a. the kinpV.r: on his own pround, the miller Lr entitled to 
hold off the kinp. 1- there war a deep-seated feelinp that all p i f l v e  riph~r stood or fell totieher; If 
the kin8 disre~ankd the miller% t kk  to hir land, so mipht the ktnp's title to hls thmne he dLvq+dcd. 
The prdound If h r e  cc- d ~ t i r m c y  eddhhed the nolldarfty of all ripha.' ( IMd p. 189). And 
on the fundinp of kinp, de Jawenel ndes that 'Sfate expendhum. ar we now call them. were thouphl 
of in feudal ti- u the kinp'r w n  expcmlhures. whkh he lncumd hy vitiue d h k  .station. When he 
c a m  into hb statkm, he simultarrourly came into an 'estate' (In the d e m  .wn.sc d the 4). LC., he 
f~mnd h~msclf cndowed with property riph~r enwrinp an income adequate to 'the klnp's need*'. It Is 
.c~mevhat u if a pnvcrnmcnt of cur own ti- were expmed to mver ia ordinary exprndlhlm f m  
the p m c d  ofstatemned Induuks: (IMd. p. 178). H m .  I RMIN wonh emphaqi~inp that any 
monnpollrath of law and order all1 Implies hlgher prlm and/or lower p d u a  qualiry than thaw 
prevaillnp under competitive condltlons, and that even a kin8 will still employ his monopoly of 
punishment to his own advanup: by shlninp Increaslnply fmm the principle of restltutlnp and 
mmpmutlnp the Nccrrm d a riphtr vlolatlon to that d cmpensatlnp hlrrrrlf, the kinp. See on thb 
Ren.wm-1992. 
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He who owns  property is entitled t o  exclude everyone else from its use  and 
enjoyment, and he is at liberty to  choose with whom, if anyone, he  Is willing to 
share in its usage. Typically, a private p m p r t y  owner will imlude his family and 
exclude all others. The proprty becomes family property with him as the head d 
thc family, and every non-family person will be  excluded from using family 
property, except as invited guests or  as  paid employees or  contnctors. In the case 
of government, this exclusive character o f  private property takes on a special 
meaning In this case it implies that everyone hut the ruler and his family is 
excluded frmn henefiting from non prtduaively acquired proprty and income. 
Only the ruling family - anti to a minor extent its friends, employees and business 
partners - shares in the enjoyment of tax revenues and can lead a parasitic life. 
The position as  head of government - and of the government estate - is typically 
passed on within the ruling family, such that no one outside the king's family can 
realistically h o p  to hecome the next king. While entrance into the ruling family 
might not he  closed entirely, it is highly resttiaive. It might he possihle t o  become 
a family memher through marriage. However, the larger the ruling family, the 
smaller each memher's share in the government's total confiscations will he.  
Hence, marriage typically will he restricted to memhers of the ntler's extended 
family. Only in exceptional cases will a memlxr of the ruling family marry a 
complete 'outsider'; and even if this occurs, a family memher hy marriage will not 
normally become the head of the ruling family. 

Owing to these restrictions regarding entrance into government and the 
exclusive status of the indiviclual ruler and his family (as king and nohles), private 
government ownership - monarchism - stimulates the development of a clear 
'class consciousness' on the part of the governrd puhlic ant! promotes oppacition 
and resistance to  any expansion of  the government's power to  tax. A clear-cut 
distinction between the few rulers and the many ruled exists, and there is little or 
no risk or  chance of  n person's moving from one class to  the other. Confronted 
with an almost insurmountahlc barrier to  'upward' mobility, solidarity among the 
ruled - their mutual identification as  actual or  pclential victims of government 
proprty rights violations - is strengthened, and the ntling class' risk of  losing its 
legitimacy as a result of increased taxation is accordingly heightened.22 

22 As de~nuvenel wdta IdeJouvenel-1~): "A m.n of nur time n n m  mnceive the lack d real porrer 
which channcrired the mccliwal king. f nm which it natunlly lolloared that in order to .-re the 
execution of a dccislon he needed to involve olher le;&m w h w  say;.  -info& hh  mn'.  (thd. 
p 11.3) "The king c d d  nr* c m  mntrihuti~m. I I ~  coul{l only wlicil 'mrubidic~'. It w a s s t m M  that his 
loyal suhic~ts gf'anled him help of their free will, and (hey oftm raizrd this mcasion to stipulate 
condition. For insancc. hey $rind suhidies tn John the (id (of Fnwe), s u l ~ m  to the clmditlon 
that he slroold henceforth refrain fn~m minting money which was defec7h.e in,wcight. - In mdty to 
replenish his Trvasury, thc king m i ~ h t  p~ em :I Iwgglny tour from town tc1 klwn, exmnding hir 
mrluin*mmts and chatninp Iwal prmtn. as was done on the eve of the tiundrml Yeam. War; or he 
might asWnihlr fnxn :dl parts r f  lhe country thm. w h c ~  fin~ncial suppcm he cnvrd. It k a , d o u r  
mistake I n  reduse such an aswmldy with a m d e r n  silling 01 p;lrliament. though the latter 
phmonmnn has ariwn lnwn the fc~rmcr. n c  I'xrli~mcnl is a ~ v m i ~ n  and m:ly exac7 crntrihuticms. n e  
dder asw~nhlic% slicnild n ~ h r r  hc ~lun~yht of as a ~l;~th~+ny clC mcdrm c<,mpany direrrrjrr a m i n g  to 
turn over to the Fxrhi~l~lcr a p r t  of lhcir pn,Rls. with nrmc tr~de union lea&-rs p m n t  ;agnving to pan 
with some r f  thcir union$' dues for pld~lir p ~ % .  b c h  mmp was called en fc~r a gzlnt, and each 
was lhus wrll p l ~ r ~ l  to m ~ k c  ~-nnditlon?. A mxlcm parliament r<oukl nf* Ix. tmted like that, hut wnlld 
I m p w  its will Iy lnatuily v11Ie.- (ckk.J1n1venel-1957. pp. 171x179) kv also Ne~flhm~orms-1973, p. %. 
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In fact, the class consciousness among the ruled exerts a moderating effect 
not only on the government's internal policies, hut also o n  its conduct d external 
affairs. Every government must he expected to  pursue an expanslonlst foreign 
policy. The  larger the territory and the greater the population over which a 
monopoly of confiscation extends, the better off those in charge of this monopoly 
will he. Decause only o n e  monopoly of expropriation can exist in any given 
territory, this expansionary tendency must b e  expected t o  go hand in hand with a 
tendency toward centralization (with ultimately only one. world-wide government 
remaining). Moreover, because centralization implies reduced opportunities for 
Interterritorial migration -of voting with one's feet against one's government and 
in favor of another -, the process d intergovernmental comp3ition, of expansive 
elimination, should b e  expected t o  generate simultaneously a tendency toward 
Increasingly higher rates of government expropriation and taxati0n.~3 

However, a privately owned government significantly affects the form and 
pace of this process. Owing to  its exclusive character and the  correspondingly 
dweloped  class consciousness of the ruled, government attempts at territorial 
expansion tend to  be viewed by the public as  the ruler's private business, to be 
financed and camed out with his own personal funds. The added temtory Is the 
king's, and s o  he, not the public, should pay for it Consequently, of the two 
possible methods of enlarging hls realm: war and military conquest o r  contractual 
acquisition, a private ruler tends to  prefer the latter. It must not be assumed that he  
Is oppased to  war, for he may well employ military means if presented with a n  
opportunity. But war typically requires extra-ordinary resources, and since higher 
taxes and/or increased conxription t o  fund a war perceived by the publlc a s  
somehody else's will encounter immediate popular resistance and thus pose a 
threat to  the government's internal legitimacy, a personal ruler will have t o  bear all 
or  most of the costs of a military venture himself. Accordingly, he will generally 
prefer the second, peaceful option as the less costly one.  Instead of through 
conquest, he  will want to  advance his expansionist desires through land purchases 
or, even less costly and still better, through a policy of inter-madage between 
memhers of different ruling families. For a monarchical ~ k f ,  then, foreign policy is 
in large measure family and marriage policy, and territorial expansion typically 
proceeds via the contractual conjunction of originally independent kingdoms.24 

... --. >.,...- "' . .. 
and 4; HOW-1992; ~ o p p e - ~ ~ r ;  a~&koscnherfiitdze~~-l~. 

As a pmminen example d thh t y p  d larel$n pdlcy. the cased the IiahrhuffV d Aurtria m y  he eked. 
whmc d u n  has heen channnl7ed by Ihe mc4lo W l a  prunt alll: lu, felix Audrla, nuhes'. Maxlmllhn 
l(1493-1519) 'maled the heiress d the dukm d hrpundy, w k ,  over the pas1 mmry,  had a 

numher nf p n w i m  In the -em extrrm~LR d the IH* Rormni Emplre - !he Netherlandq and the 
Fm Cnunty c f  l3urpurr)y, which hon*nd upm Fnnce. Maximllian hy thls marrlap had a .an Phlllp. 
w h m  he married to Jmnna. heirs% to FenJlnand and lnhdla d?;pain. Philip adJoJnna p m d d  r mn 
Charlcs. Charlcs combined the inheritances of hls four prandparmts: Austrla fmm Maxlmlllan, the 
Netkrlandq a d  Frrp County lmm Mary nf Wurpmrr)y. (5sllk and Spanlh Amerka frnm ISIheIla. Anlpn 
and Its Mvditernnean and Italian p m ~ k m s  fran Fednand. In addition. In 1519. he was ekcred Hdy 
Roman Empemr and .m henme the symhdk head d all C m n y . '  Palm(/Cdton-1992. p. 74. On h e  
limltcd and mdente chanaer dmnlrrhlcal  wan s~ the discus* on dmnnatic warfare helcw. 
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In contrast to the internal and external moderation of a monarchy, a 
democratic - publicly owned - government implies increased excess, and the 
transition fmm a world of kings to one of democratically elected presidents must be 
expected to lead to a systematic increase in the intensity and extension of 
government power and a significantly strengthened tendency toward deciviliiration. 

A democratic ruler can use the government apparatus to his personal 
advantage, hut he does not own it. He cannot sell government resources and 
privately pocket the receipts from such sales, nor can h e  pass government 
possessions onto his personal heir. He owns the current use of government 
resources, but not their capital value. In distina contrast to a king, a president will 
want to maximize not total government wealth (capital values and current incmne) 
but current income (regardless and at the expense of capital values). Indeed, even if 
he wished to act differently, he could not, for as puhlic property, government 
resources are unsaleahle, and without market prices economic calculation is 
fmpossibIe. Accordingly, it must be regarded as unavoiclahle that public government 
ownership results in continual capital consumption. Instead of maintaining or even 
enhancing the value of the government estate, as a king would do, a president (the 
government's temporary caretaker or trustee) will use up as much of the government 
resources as quickly as posqible, for what he does not consume now, he may never 
he able to consume. In particular, a president (as distinct fmm a king) has no  interest 
in not ruining his country. For why would he nor want to increase his confi.rations if 
the advantage of a policy of moderation - the resulting higher capital value of the 
government estate - cannot be reaped privately, while the advantage of  the 
opposite policy of higher taxes - a higher current income - can he so r e a p d ?  For 
a president, other than for a king, moderation offers only disadvantages.2) 

' 5  On the nature nf puhlk ownership and ik inherent inatlonaliry see also Rahbrd-197. m. 172-I&(; 
Hopp-1969, ch. 9. The fundamental differenm k m w n  private nwnerrhip nf government - and Inw 
time preference - and puhlic ownership of government -and high t i m  prelerrnre - may he further 
illustrated hy msiderinn the institution nf slavery, and contr~sting the caw IJ private slave mnership. 
as if existed for inrtanw in ante-kllum Amcrica. with that nf puhlic slave ovnerrhip. as It exbled lor 
instance in the former Sovk Vnir~n and its b s t r m  Eunjpean empire. Jua as privately n w w d  slaves w e  
thrratened with punishment if they tried to cwapc, in ail nf the lmmer Sovler empire emi~rdtkm was 
nutlawed and plnkhcd as a rrlminal denre,  i f  mrsmry,  hy shming t h m  who tried lo mn aony. 
Mormver, anti-lnafing lam criacd evcryrvherc. am1 gwernnmis muld as5i~n any task and all m a &  ' 

and punishment5 to any ritlmn. Hence the clasifiration d the Srwk system as slavcry. llnlike a p h a a  
slave owner, hnwever. Faucm Eulnpean slave o m  - lm k n l n  to Gohackv - -Id not w l l  or 
rent their suhlects in a lahor maker and privately appropriate the rweipts lran the sak a remal of their 
'human capital." H e m  the system's classih<alir(ion as public (or .wrialia) slavery. Without ma&ets lor 
slaves and slave lahnr, matterr are worse. IKII hcaer. Tor the slave, b r  withcmt prices for slaves and their 
lahnr. a slaveowner can no longer rattonally allocate his 'human capital-. He canna determine the 
.scarcity value of his varicms, hc tem~emus piccn ol human capital, a d  he a n  neither &armilw the 
oppcrnunirycaa d usinn this capital in any given employment, nor n m y r r  it to the com.sponding 
rcwnue. Accordingly. pnnancnt miollcxation. waste. and 'consumptinn" d human capital mults. The 
empirical evidcnw imlica~cs as much. Whik it n r r l y  h a m &  that a private sbverwner killed his slave, 
which is the ultimate -~nnsumption' d human capital. the .wialia slavery r ~ l  h s c m  Eurnpe rrsult<~l in 
millions nf m~~nlerml civilians. Ihder private slave mnenhip t k  k,:tlth and Ilk expManq nf slrvcs 
gcnrrally incre;lsed. I n  the Soviet Empire health-rare standards steadily detcrioratrd and life 
cxp~ lmc ics  anually dcclined in n w n t  dccadcs. The level of prdoical trdining and education 01 private 
s lam ymrrdly nw. lltat nf sncialia slave% fell. The n tc  of rrpnxluoiun among privately m& slaves 

was p i l i v e .  Among the slaw populations nf Eastern Eumpe tt was pmc.nlly negative. ntes of 
suicide. .wll-Incapacitation, family hmakup, pmmiscuity. 'Illegitimate' hinhs, hinh dcfens, venereal 
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Moreover, with puhlic instead of private government ownership the second 
reason for moderation is also gone: the clear and developed classconsciousness of 
the ruled. There can always he only one supreme ruler, whether king or president. 
Yet while entrance into the positlon of king and a promotion to the rank of nobility is 
systematically restricted under a monarchy, in a publicly owned government anyone, 
in principle, can hecome a member of the ruling class - or  even president. The 
distinction between the rulers and the ruled is blurred, and the classconsciousness of 
the ruled fuzzy. The illusion wen atises that such a distinction no longer exists: that 
with a democratic government no one is ruled by anyone but everyone instead rules 
himself. Indeed, it Is largely due to this illusion that the transition fmm monarchy to 
democracy could be interpreted as pmgres and hence, as deserving public sup*. 
Accordingly, public resistance against government power is systematically weakened. 
While expmpriation and taxation before may have appeared clearly oppressive and 
evil to the public. they seem much less so, mankind being what it is, once anyone 
may freely enter the ranks of thase who are at the receiving end. Consequently, taxes 
will increase, be it directly in the form of higher tax rates or indirectly in that of 
increased governmental money 'creation' (inflation). Likewise government 
employment and the ratio of government employees ('public servants') to private 
employees tends to rise, attracting and promoting individuals with high d e w s  of 
time preference and low and limited farsightedness.26 

. . . JdlmMn~ Jmmofe 25 

disease, ahnnion, alcoholism, and dull a h t i s h  hehavia amonp prtvate slaws were hlgh. Rut all such 
ntes of 'human capital consumption' were higher still for the socialist slaves of the former Swlel 
Empire. Similarly, while monlly scmele~s aml vioknt Ilehavior among privately nwned slaves m m d  
alter their emancipation, the Inwalization of social tile In the aRemarh d the aholltlon nf .nclali.d slavery 
h s  heen far w o w ,  rwealing an wen @eater d e w  d monl &pwnrion. .See also Hopp-L999), p. 6. 
26 As Rennnd de Jnunml explains (de Jnuvenei-1949, pp. 9-10): 'Fmm the rrvelhh U, the eighteenth 
century pvernmental authority RreW continuously. The pmesa was understmd hy all who a w  i t  
happening; it a imA them into Incesant pmcest and s1 violent reaninn. I n  later times its +h has 
continued at an acrelented pare, and its enenqkm has h g h t  a cormponding extension nf war. And 
nnw we no k m p r  u n h s l a d  the -9, we m) Innp pnrea, we no krnper ma. The qukscmce nf 
o u n  is a new thing, lor which P o w  has to thank the smoke-screen in  which it has wrapped itself. 
Formerly it could he .seen, manllesc in the pwsrm nf the kin& who did nd diulaim heinn the M n r r  he 
was, a d  In whrnn human pas%kms wm d l m l h l e .  Nnw, masked In anmynhy. il clalm to kn m, 

existence d its own. and to he hut the impetsonal and passionless Instrument of the w m l  wlll - huc 
that is clearly a rminn - t h y  as always Power Is in the h a d  d a ptoup of men who m n t d  the -1 

hnusc. All that has chanp.l nls that It has lua, k e n  made ny fa the ruled l o  chapc the p~Nnnd nf the 
leading wielders of Pnwer. Mewed lmm one annk, this weakma Pnwer, k a u w  the wllls whkh m t m l  
a m c i q ' s  Ilk can. at thc .ncRF/'s plcawre, he ~ p l a r e d  hy other wills. In whkh il feel* mrr mnhdenrr. 
Rut hy opening the pmsw of Poam to all the amhit i is  takm. thb a m n p m n t  makes Ihe enoninn 
d Power much easier. Under the .andm regime'. rociety's moving .~pirits, who had. as t b  k r m ,  MI 
chance of a share in Pnwer, were to denounce kssmalbt encmchment. NOPI. on the other k n d .  
when weryone is pdent ia l~  a minister, nu m is cmcerrml to a t  chrvn an office to whkh he a ~ l m  
m e  day himscll, or to put sand in a machine which he mnn* to use himwlf when his ntm mmes. Hence 
It is t11;tt thew Is in the ~ l i t k a l  circles cJ a mnlem mMy a wide cmmplki(y in the extrnskm nf -r.' 
I n  fact, during the entlre mmarrhkal a w  until the d haw d the 19rh century. whkh -9 the 
turning pcdnt in the historical pnx.es5 of demonarchlzatlon and demwratization heginnln~ with the 
Frcnch Revc~luticm and ending with W d d  War I, the tax hunlen rdrely exc&d 5 ~ m n l  of national 
p d u c t  1.w~ d m  fixmote 20 alme). Since thrn It has cm\~tantly ima.wd. I n  Wc*ern !?u:urop it s t d  at 
I S  to 20 percent tJ natkmal p&t alter W I. and in the mnntime it ha5 r i m  to anmnd 50 p e m .  
Likewise. during thr entire monarchial age, until the latter half d the 19rh century. lX9vemmenl 
empl,lrymnt nrcly ex& 2 percent cJ thc lahor f a .  Slnce then It has steadily ln r read,  and torlay 1 
typically m k c s  up I S  to 20 p m n t .  .~ee lor dctdils Fkna-1983, ch*. 5 a d  8. 
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The cmbinat ion of these interrelated factors - 'public' ownership and 
free entry into government - significantly alters a government's conduct of 
internal and external affairs. Internally, the government will exhibit an increased 
tendency to  incur debt. While a king is by n o  means opposed to  debt, he is 
constrained in this 'natural' inclination by the fact that as the government's private 
owner, h e  and his heirs are considered personally liable for the payment of all 
governrnent debts (he can literally g o  hankmpt). In distinct contrast, a presidential 
governrnent caretaker is not held li:tble for dehts he incum. Rather, his debts are 
considered 'public', to b e  repaid by future (equally non-liable) governments. If one 
is not held personally liable for one's debtr. however, the deht load will rise, and 
present government consumption will h e  expanded at the expense of future 
governrnent consumption. In order to  repay a rising public debt, the level of future 
taxes (or monetary inflation) imposed on a future public will have to  increase. And 
with the expectation of a higher future tax burden, the non-government puhlic also 
becomes affected by the incubus of  rising time preference degrees, for with higher 
future tax rates, present consumption and short-term investment are  rendered 
relatively more attractive as  compared to saving and long-term inves1ment.n 

More importantly still, the government's crondua as the monopolist of law 
and order will undergo a systematic change. As explained above, a king will want 
to enforce the pre-existing private property law. and notwithstanding his own 
exceptional status vis-a-vis some of  its key provisions, he, too, will assume and 
accept private property notions for himself and his possessions (at least insofar as  
fnremaltonal king-ttrking relations are concerned). He does not create new law 
but merely occupies a privileged position within an existing, allencvmpas~ing 
system of private law. In contrast, with a 'publicly' owned a n d  administered 

27 The ditlkultks encrmnterrd hy monarchical n~lers in .securing loans are mccwious (.rec a lw f m m e  
24 ahove); and kings typically had to pay ahwe-averapz rates of inter- reflecting their mmpnt ively 
high defa~llt risk. (See N o n ~ l m a r l 9 7 3 .  p. 'XI.) I n  contmst, d e m t i c  povernmenls, as they c a m  
into full M m m  with the end d WW I, have indeed ~lemmstrated a mnstant tendency toward deficit- 
financing and inmasing debs. Today, the 'natirmdl delns' in Western E u n w  and the 'Wcsern W d d .  
rarely a m n t  to less than 30 p n w t t  of national pnduci and frcqucntly excml  100 pelrent. ~ i k m i . ~ ,  

and directly related, the monarchical world was generally cliarartcrized hy the existence a 
cmmcdity money - typically gold or silver - and with the ewhlishment o fc  single, intqlnted M 
mdrket in the mrm d the 17th and lAlh centuries, hy an international pnld standard. A commnlrrv 
money aandard makes it difficult for a povernmnt to inflate the money supply. By m p d i z i n g  the 
mint and engaping In sptematic 'coin clipping- (nlrrency depmiation), kings did their hest to enrich 
thcm~elvc- at the expvnsc d t h e  puhlk. k t  as much as they t r id ,  they did nt* succerd in estahlbhing 
mnmyw~lies or plmjat cunench d i d e e m ~ h l e  national p p r  monies that can he crmttrl vinually 
cxtt or thin air, at praniadly no crrsl. No panicular individual, ntn even a king, mild hPrrustd with an 
cxtraonlinary monopoly such as this! Instead. it was m l y  under conditions o l d e m r a c k  rcp~hlimnlsrn 
in the  herm math c f  WW I that the pnld standard was aholishcd and at kmg Iau repbccrl with a wcwld- 
wklc syaem o f  imleemahle national p p e r  monim in 1971. Since then. the stlpply of money and -1h 
has incrcarecl dramaticdly. A wcmin~ ly  permanent 'slrular' tendency tcrwanl inflation and ctlrn-ncy 
depn~iation has come into exisencr. Government &firit financing has turned into a mere tI;~nkinR 
twhnicality. and interra n t m  - as an inelkator lor the arrial rate c# r i m  preference - which had 
contmucraly derllncd rcn wnturles and I)y t k  end d the I%h ccnttly h:~d fallen to amund 2 percent. 
l w e  sinm erhihitcd a wcmatir  upwanl tendency. 
See also Rtnhhard-IW2; Rothhard-lW.3: on thy history of Interest rates Homer/Sylla-1991, esp. 
ch. XXIII. pp. 5W5W. 
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government a new typ of 'law' emerges: 'puhlic' law, which exempt3 gowrnment 
agents from personal liability and withholds 'publicly owned' resources from 
economic  management. With the  establishment of 'public law' ( including 
constitutional and administrative law) not merely as law but as a 'higher' law, a 
grddual erosion of  private law ensues; that is, there is an increasing subwdination 
and displacement of  private law by and through public law." 

Rather than upholding private law among the non-government public and 
exploiting its legal monopoly solely for the purpose of redistributing wealth and 
income from civil society onto itself, a ppvernment 'ruled' by public law will also 
employ its p w e r  increasingly for the purpcxe of legislation, i.e., for the creation of 
new, 'positive' civil law, with the intent of redistributing wealth and income witbin 
civil society. For a s  a government's caretaker (not owner) It is of little o r  n o  
concern to him that any such redistribution can only reduce future productivity. 
Confronted with popular elections and free entry into government, howwer,  the 
advocacy and adoption of  redistributive policies is predestined t o  become the 
very prerequisite for anyone wanting to  attain or  retain a government caretaker 
position. Accordingly, rather than representing a 'consumption state' (as  the typical 
monarchy does) ,  with public government  ownership, complement ing  a n d  
reinforcing the  over-all t endency  toward  rising taxes (and /or  inflation), 
gwernment employment and deht, the state will become increasingly transformed 
into a 'welfare ~ t a t e ' . ~ 9  And contrary to  its typical portrayal as a 'progressive' 

2R I n  fact. althnugh undermined hy the Rmai%anrc and the Pmeaant Revdutions, thmphout the 
mcmarchical ape the ndcm pwai led that klnm n n l  their suh*lh(ccts WR nlled hy a slnple. universal law 
- *a nxlc of n ~ k s  antcricr to and ~ ~ x l e n t  with the snverclpn - rules which wen- intanglNe and 
fixed." (de Jcmvcnel-1957. p. 193) taw was ccmsidered snmclhing to he diwwered and rerr~gnil.ed as 
eternally 'given'. n u  ,wmething to Ir .made'. It was k l d  .that law muld nol I= Icgislatcd, hut only 
applkrl as ,wmrihing that had always exlad.' (Rehfeld-1951, p. 67) Indenl, as late as the beuinninp d 
the 20th century, A.V. 1)icc.y (Dicey-1903) could still malntaln that as for Great I3ritaln. puhlic or 
adminiaratlve law, as distinct fnnn p h t e  law, did n n  exia: Government agents. In their rclationshll, 
with private citixns, were ail1 q n l e d  as hnund hy the same rules and .suhpct to the same laws as any 
private citizen. It h again m l y  after WW I. under democratic ~ l , l i c l n i s m ,  that puMk a-5 achkve 
'immunity' f n m  the prnvisions or private law, and that a view such a5 the icldlng m l a l i a  kpl thcorlst 
Guaav Radhn~ch's lemnd penenl accquance: that .for an individuatinic ordcr d law p M l c  law. the 
state, is only the namw p m m i v e  heh s u m n d i n g  private law and private Fqmny. I n  carlra..l, for a 
social ldemncntlc repuhlkanl order of law private law is to he repanled only as a pmvlslmal and 
constantly decreasing range or private Initiative. tempnrarily spared withln the all-comprrhe.Lve 
sphere e# puhlic law: (Radhruch-1957, p.40) I n  the meantlme. 'In w r  own dry we are u . 4  to hv lnp  
cmr rights m t d i f i d  hy the wvercign derisions nf legislaton. A landlord no larger feels m r p r l 4  at 
hcinp compcllcrl to kcrp a tenanl: an employer Is no less used tu having to n l~ ,  the w a p  of h k  
employees in vinue of tlw decnys nf Power. Nowadays It is undcrslncd tlnt our s u h i ~ ~ t i v e  rights are 
precarious and at the gcnd pleasure of authority - (de Jouvmcl-1957, p. IR9). On the dlstinctim 
hetween law and Iegislatim ur alw hnl-1961; Hayck-197% chs. 4 and 0. 
23 lintil the end of the 19th century, the hulk of puhlk spnding - often more than 50 prcent - 
typically went to financing the army (which. assuming governm.nt c x p e d i t ~ t m  to he 5 percent d 
national pnxluci, annxmted to military expmdkures nf2.5 perrrnt dnat imal pmdud). The rest Went 
to pvernnwnt administmtion. Welfare sprnling or 'puhlic charity' plaprl aim no ride. I n  contrast. 
under democrdtk rcp~l)llcanlsm milivary expenditurn have typicdly r i m  tcl 5-10 p n ' m t  of naticmal 
pnxluct. I3ut w i ~ h  puMic expendltum making up 50 percent of natlmal pmduct. milltary e l p n d l t u m  
now only rcprescnt 10 to 20 percent cJ trnal government .wnding. The hulk nl puhlk spndinp. 
typically mow than 50 percent d renal expendkum - and 25 pxm nf the nathnal pnxluct - now is 
eaten up hy puhlic welfare spending. .See a iw Cipdla-1Wl. p p  54-55; R o n - I W ,  ch. 8. 
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development, with this transformation the virus of rising degrees of time 
preference will he planted in the midst of civil society, and a selfaccelerating 
process of decivilization will he set in motion.30 

The legislatively enacted redistribution of income and wealth within civil 
society can essentially take on three forms. It can take the form of simple transfer 
paymenls, in which income and/or wealth is taken fmm I'eter (the 'haves') and 
doled out to Paul (the 'have-nots'). It can take the form of 'free' or helow-cost 
pmvisions of goods and services (such as education, health care, or infrast~cture) 
by government, in which income and/or wealth is confiscated fmm one gmup of 
individuals - the taxpayers and handed out to another, non-identical one - the 
users of the respective goods and services. Or it can take the form of business 
and/or consumer regulations or 'pmection laws' (such as price controls, tariffs, or 
licensing requirements), whereby the wealth of the memhers of one group of 
businessmen or consumers is increased at the expense of a corresponding loss for 
 hose of another 'competing* group (by imposing legal restriaions on the uses 
which the latter are permitted to make of their private properties). Re~drdless of its 
specific form, however, any such redistribution has a two-fold effect on civil 
society. First, the mere fact of legislation - of democratic law making - increases 
the degree of uncertainty. Rather than being immutable and hence predictalde, law 
becomes increasingly flexible and unpredictable. What is right and wrong today 
may not be so tomorrow. The future is thus rendered more haphazard. 
Consequently, all around time preference degrees will rise, consumption and 
short-term orientation will IR stimulated, and at the same time the respect for all 
laws will be systematically undermined and crime promoted (for if there is no 
immutable standard of 'right', then there is also no firm definition of 'crimes)31 

3° M m  imponant among the plicies affming .%ial time preference is the lntroducclon of " m & l  
security' Iegisla~lon, as it was intnxlured during the II1Rn's in Ilkrnarck's Germany and then hecanw 
universal thnxlghout the Wmern wnrld in the allcnna~h of WW I. Hy relieving an individual nfthc task 
of having a) prwide for his own old age. the range and lhe t rmp~ral  horizon d private prnvisionary 
adcm will Ir reduced. I n  panicular. the value or marriage, lamily. and children will fall hccaua they 
are lesq nceded il one can fall h c k  on 'puldid assistance. I n d d ,  since the once( of the k m t i c -  
repuliican ap, all indicators cfi'family dysfunction' have exhihiled a sprmatic upward tendency: the 
numher cfi childwn has declined, the size of the endrwpmrms poplation has stagnated or wen fallen. 
and the rates o l d i v n n ~ .  ille~itimacy, single parenting, singlcrlom, and alwnion have risen. Morewer, 
p rwna l  a v i n p  rates have hewn to stagnate or even decline n l h c ~  than riu pmponicm:~lly or even 
c w r p r o ~ n i o n a l  with rlsing incomes. See Carlson-1992: Carlson-IWI: Christensen-1992: also 
Schumpl?er-1942. ch. 14. , 
3 l  On  he relatinnship heween time pef- and crime see WlI~on/Hermstein-l9RS. pp. 49% and 
pp. 41(~422: Ranfield-1974; Ilanfirld-197. While high timc prefewnce is hy no mans eq I. alent with 
crime - it alw may find expwwion in such p r f c ~ t l y  legal h~rm< as p m n a l  nvklm<nes3. IA,wnsitivity, 
n&nm%. unwlialility, or untnlwwonhines% - a sysle~ndtk wla~i~>nship lwtwwn them sill exiws. fcr in 
nnler to e3m a markn i ncnm a cvnain minimum cfi planning. patirnrr and wrrifire h qu i red .  one 
mu* Am work for il while hehrv one gels paid. In cnnlr.lst, splrific criminal adivities st~ch as murder, 
a.wu11, rap. nrhkry. theR, and hlrgl;lry r q u i w  no such di.wiplinc:  he nw:~rd for the aypwswr is 
tangilrle and immedidte whewah the s~cril'ice - pm%il>le p~~nishment - lies In the future and is 
unctmin. Acci)rdinyly, il the degree of %rid r i m  prelcrrncr is inrw:~xul, it ran k explned that the 
frequmcy ol' aggressive activiliw wil l rise. Explains Ihnfield (,hi</. pp. 140-1411: '.The threat of 
punishment at the hand% of the law is unlikely to ck?rr thr pnwnt-orirntcd p m n .  1k. g;~ins t h : ~ ~  he 
cxprcts fnnn the illegal act an. very near to the pnwnt. whereas the punishmru that he wnuld suffer 
- in the unlikely wrn t  of his k i n g  l m h  caught and punishcrl - lit- in a h~ture tc~, diwam h,r him to 
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Semndly, any lnmme or wealth dintrhutlon wlthln dvil soclay impllen 
that the recipients are made economically better off without havlng produced 
either more or better good5 or services, while others are made worse off without 
their having produced quantitatively or qualitatively less. Not producing, not 
producing anything worthwhile, or not correctly predicting the future and the 
future exchange-demand for one's products thus becomes relatlvely more 
attractive (or less prohibitive) as compared to pIUducing something of value and 
predicting the future exchangedemand correctly. Consequently - and regardles.9 
of the specific legislative Intent, be i t  to 'help' or 'protect' the poor, the 
unemployed, the sick, the young or the old, the uneducated or the stupid, the 
farmers, steelworkers or t~ckers, the uninsured, the homeless, whites or blacks, 
the married or unmarried, those with children or those without, etc., - there will 
he more people producing less and displaying poor foresight, and fewer people 
producing more and pI'edicting well. For if individuals possess even the slightest 
control over the criteria that 'entitle' a pemn to he either on the receiving or on 
the 'giving' end of the redistribution, they increasingly will shift out of the latter 
roles and into the former. There will he more poor, unemployed, uninsured, 
uncompetitive, homeless, and so on, than otherwise. Even i f  such a shift is not 
ptmible, as in the case of sex-, race-, or age-based income or wealth redistribution, 
the incentive to he prnductive and farsighted will still he reduced. There may not 
be more men or women, or whites or blacks, at least not immediately. However, 
because the members of the privileged sex, race, or age group are awarded an 
unearned Income, they have less of an incentive to earn one in the future, and 

take Into acmunt. For the mrmal peron  there are nf couw risk5 other than the l q a l  pna l ry  that are 
strnng dclemnrs: disprce. Imq of )oh, hardqhip for wife and children if one k a m  to prlron, and .so on. 
The prmentden~ed pcrscm does n n  run such risks. In his circle it Is taken for prnted that one @s 'in 
m~uhk.  with the police nnw and then: he need n n  fear k i n g  his Jrh s l m  he workq interminently or 
n n  at all. and as for his wife and children. he contributes llnle or nothing to their suppac and t h y  m y  
well he h e r  dT withnut him." On the magnin~de d the I n m a  in miminal actlvlty h g h t  about by 
the o p n t i n n  of demrnntic repuhlkanism in the mume d the laa hundred years a.q a con-mce d 
steadily Increased legisla~lon and an ever expanding range o f  'social'. as opposed t o  prlvate, 
~~ponslhi l l t ies - ree M&rath-IW. c-p. ch. 13. Comparing crime In .some nf the wlldesl p lace of the 
American "Wild Wea" -two frnntkr t m s  and mining camp in Callfomia and Nevada - to that d 
.some nf the wllder places of the pnwnt  age. McGnth sum% up t h u ~  The frontier toamq ' B a k  and 
A u m  actually suffcwd rarely fmm m l k  ry... tnday's cltin. .such as Dpcmit. New York. and Miami. 
have 20 times as much rchhery p r  capita. The Uniied States as a whnk a m -  t h m  thnm as much 
mhhefy p r  caplta as Rnlk and Aurora. - Rurplary and thehwem a1.w nflnfrequent omlnenre In the 
mining t m s .  M m  Armsrican c i t b  tnday average .W or 40 t inm as much hudary and theti pr npna 
as h l l e  and Aurnn. The national rate is ten t lnm hlgher. ...'lherc were no repmted case of np In 
either A u m  or Bd le .  ... Trxlay, a r a p  occurs every five mlnutn ... M m  than 4.100 nf them occur In 
ha Angeles cwunty alme ... l l w  r a p  rate in  the United Statn per 100,COl InhaMtants Is 42. ... IViolme. 
Including hnmkide, was frequent in Rnlie and Aumnl hut the men involved wem hnth young, ha l~hy .  
a ~ l ,  and willing. ... Yc-, men (and some women) went about a m l  and male combatants killed 
each trher, m l y  in fights where there wen. ,-hat 'even chancn.' On the other hand. the WnR. 
thc dd, the female. and thnse who chew ncr to drink In salnnns and di~play m k l m q  hravado wem 
rarely t l u  vkiims rfi crime or v lc iem.  Mon~wer, dlrty, lnwdnwn srmlndrels poc their lust desen. ... In 
the early 19503 the city d Ins Angeln averaprl ahrnlt m munlers a yrar. Today the city avcra- 
than 90 munlers a month .... I n  1952 there were 572 rapes repmtnl to the UI'D. I n  1992 there wem 
2.030 repcmtrl. During the same years &ry I n c r r a d  ed a a tnal cfi 2.W) t o  39.M. and 
auto theti fmm 6,241 toffl.7R3.' McGrath-I*, pp. 17-18. 
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hecause the members of the discriminated sex, race, o r  age grnup are punished for 
ptxwssing wealth or having pnduced an income, they, too, will he less prtxluctive 
in the future. In any case, there will he less pnxluctive activity, .wlf-reliance and 
future-orientation. and more consumption, parasitism, dependency and short- 
sightedness. That is, the very prnblem that the redistribution was supposed to a r e  
will have grown even bigger. Accordingly, the cost of maintaining the existing level 
of welfare distribution will he higher now than before, and in order to finance it, 
wen  higher taxes and more wealth confiscation must he imposed on the remaining 
producers. The tendency to shift from production to non-production activities will 
he further strengthened, leading to continuously rising time preference rates and a 
progressive decivilization - infantilization anti demoralization -of civil stxliety.32 

In addition, with public ownership and free entry into government 
(democratic republicanism instead of monarchism) the foreign policy changes as 
well. All governments have to be expected to be expansionary, a s  explained 
alwve, and there is no reason to assume that a president's expansionary desires 
will be any less than a king's. However, while a king may satisfy this desire 
through marriage, this route is essentially precluded for a president. He does not 
own the government contmlled territory hence, he cannot contractually combine 
separate territories. And even if he concluded intergovernmental treaties, these 
would not possess the status of contracts but constitute at hest only temporary 
pacts or alliances, Ixcause as agreements concerning publicly owned resources, 
they could be revoked at any time by other future governments. If a democratic 
ruler and a democratically elected ruling elite want to expand their territory and 
hence their tax base, then no option but a military one of conquest and domination 
is open to them. Hence, the likelihood of war will he significantly increased.33 

Moreover, a p ?  from its likelihood, the form of war will change, too. 
Kings have to fund their wars largely out of private funds because of a clear and 
developed class conscriousness among the ruled, and their wars thus tend to be 
limited. The public views monarchical wars generally as private conflicts Ixtween 

32 On the 'Icy(1c' powernmen interventionism - its counterprudueiivity. inherent Innahiliry, and 
'progressive' character - see Mi.%-s-lY77: Mihes-19(1(,, pdn six.  PI)^ empirical illustraticrns of the 
decivilihin~ and rk.mxalizinp cflects of ndisrihutive prdiries sly Wanfield-IW4. 
33 Prior to and lonu after the o n w  of the demrraticrepul,lican transformation of Eurnpe with the 
French (and the American) Revolution. most pn~minent serial philosophers - from Montcyuieu. 
R~n~swau. Kant, Say, to J.S. Mill - had eswntially contendd "lhat it was only the n ~ l i n ~  classes lthe 
 kin^. tlie nohilityl who wanted war. and tllat 'the poplc'. i f  only thy, wen. allowed to speak for 
them.wlves, would opt enthusiastirally for peace.' How;lnl-l97H. chs. 1 and 2. #hid, p. 45. Indeed, 
tmmanuel Kant. In ha I'crpetual Peace cd 1795. claimed a n.pul,lican ccnwitution tc~ Ir the prenquisite 
for prpl iual  peaex Few under a wpuhlican constituticm. 'when the conwu of tlle ritizms is n c c a r y  
to Ikrih whdhcr then. h a l l  Iw war err ncrc, nochinu is mow naturdl than that. s i m  t h q  would have to 
drriclc on imp rain^ all of the hardships of war onto thcmselvrs. they will Ir v e y  hesitant to I q i n  such 
an evil adventure. In crmlrdu, under a c~mstitution whew the sul*t is ncrc a citizm, which is thus m 
rcpuhlitan, it Is the edsieu thinu in lllr world. Iwdu.w the n w r r c i ~ n  is ntrc a citizen of the- svpte ixtt its 
twner. iiis dining. huntinu, rastIcBs. padies, rtc.. will nlrc xlller in the le~sl fn)m tl ir war, and he ran  huh 
p) to war fw  nnmingicw n'aWnS. as if it wen. a plrasure trip - K:lnl-I<Xd, pp. M5f. In faa the cyyrlrite 
is tnle: the sulwitt~tion of a rcpul,lie h)r a mcman.lly d(xs n n  imply ic.i% ~~wernmsnt  pnwcr. or 'wen 
sclf-rule. It irnplirs t l lr repl.lccmrnt of had I 'r iv~te grrvernnlrnt ad~ninistratic,n hy worsc IJul~lic 
pwernlnent adnlinistrdtion. On the illusicm;lry character K;lnt's and crchm' views to the ccmtrdry ;and 
tlir 'prmitive' h i s t ~ ~ r i n l  correlation I r twevn dermrraq and inrrvd.wd militarixation and war, see 
Ilowad-IWH.; H w l d - l W 6 :  Fullcr-llX+A Fuller-lOH5. kv alw f~ r f lnne  35 Ixlr)w. 
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different ruling families, and kings are thus compelled to recognize a distinction 
hetween combatant5 a d  non-combatant5 and to target their war e f fms  specifically 
against each other and their respective private propelties. In contrast, democratic 
wars tend to be total wan.  In blurring the distinction between the rulers and the 
ruled, a democratic republic strengthens the identification of the public with a 
palticular state. Indeed, while dynastic rule promotes the identification with one's 
own family and community and the development of a 'cosmopolitan' outlook and 
attitude,34 democratic republicanism inevitably leads to  nationalism, Le., the 
emotional identification of the public with large, anonymous groups of people, 
characterized in terms of a common language, history, religion andlor culture and 
in contradistinction to other, foreign nations. Interstate wars thus turn into national 
wars. Rather than representing 'merely' violent dynastic property disputes, which 
may he 'resolved' through acts of territorial occupation, they become battles 
hetween different ways of life, which can only be  'resolved' through cultural, 
linguistic or religious domination and subjugation (or extermination). It will be 
more and more difficult for members of the public to remain neutral o r  to extricate 
themselves from all personal involvement. Resistance apinst  higher taxes to fund 
a war is increasingly considered treachery or treason. Conscription becomes the 
rule, rather than the exception. And with mass armies of cheap and hence easily 
disposable conscripts fighting for national supremacy (or  against national 
suppression) backed hy the  economic resources of the entire nation, all 
distinctions between combatants and noncombatants will fall by the wayside, and 
wars will become increasingly b ~ t a l . 3 3  

34 As the result of manlaps, bequests. inherltmm, ctc.. royll tmltorks were d e n  dl-tipous, a d  
k i n p  frpqwntly came to rule Iinpiuically and culrunlty distlnct populations. A d h g l y .  t h y  found 
k in their intcrrst to speak swen l  bnpalps:  u n i v e d  ones such as Latin. and then French, as well a3 
local ones such as En~lish, Gemun, Italian, Russbn, Dutch, Czech elc. (Sre Vale-19fM. pp. 322-3231 
Llkewise the small m i a l  and Intcllmtual elites werc usually pmhcirnt In swen l  lanpalps a d  thewby 
demonstrated their simultanm~sly k r a l  and supra-local, or carmqalltan intellmual orienlath. Thh 
mrmopnlilan outknk came to hear In the fact that t h r m ~ h r n  the monarchical age until 1914. Europe 
was chancter id hy a nearly romplea freedcm d migntbn. 'A m n  could travel a- the len@ 
and hreadh of the Continent without a passpnn untll he reached the frontiers u f  Rusqia and the 
Onoman emplre. He amid  . w l e  in a forei~n country for work a ldwre w l tha~t  fomul l l le exctpt. 
occashally, n m e  heahh requirement% Evey cumncy was as ~ o o d  as pdd." Ta*-lW, p. 7. - in 
contnd, t d i y  In the aRp of dc-tk repuhlkanlsm, It has hemm unthinkable that one mipht he 
ruled by a "foreipner". or that mtes m l d  he anythln~ hut mntinur)Usty extended tcnianim. States are 
defined hy their citizen, and ckizens in turn are defined by their state passpohq. IntemattcJrlal m l m t h  
Ls strictly replated and mntmlled. Political ruler. and the intellecmal elite. far more n u m a  now, are 
Increasingly ignorant of fo re i~n  Ianp~aprs. I t  is m mincidence that of all the rnemhem d the E u m n  
Parliament Only Otto von Habsburp, the cumnt family head of the former Hahshurp ~ l e r n ,  has 
command of all the parliament's omclal hustnes3 languages. For a pmmlnent. hlphly apolOVtic 
hluorical treatment of the t n m i t h  from carmnpnlitanism to natlmalhm in IQh cenNq Gemnny. ?ue 

Meinecke-1970. 

35Thus c o n c h ~ k  J.F.C. Fuller (Fulln-19C19, pp. Mn): '7he influence of the splrh of natlmalf(y, that Is 
of Ikmmdcy, on war was prr~fcmnd. ... (it) e m r l o n a l i d  war and, mn.quently, hnltalized It: ... In the 
elphteenth century warn wcre l a ~ l y  the crrupatbn d klny. rmnlers anel ~(entlcmn. A r m h  llved m 
thcir dcprrts, thy, intrrferrd as little as w l h l e  with the ~ v k ,  and as nkl i r rn were paid out d the 
k i n ~ 3  privy p u w  thcy wcre ten cnaly to he t h m n  away I i~ht ly en mdswd attacks. The chanpe came 
ahmt with the French Rcvolutim, sans almtlsm replaced rn~niernhip, and as arnries k a m e  rn and 
more the inqruments of the people, nm only dM they pmar In SIX hut In fen~l ty.  ~at ional  armin huh1 
natkms, myal armics f l ~ h t  their like, the flm ohq. a moh - always demented. the second a klnp - 
generally sane. ... All thls Jevelopd out of the French Revolutlon, whlch also pave to the world 
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5. Retrospectives and Prospects 

The process of civilization set in motion by individual saving, investment, 
and durable consumer and capital good5 accumulation -of gradually falling time 
preferences and an ever widening and lengthening range and horizon of private 
provisions - may be  temporarily upset by crime. But because a person is 
permitted to defend himself against crime, the existence of criminal activities does 
not aher the direction of  the process. It merely leads to more defense spending and 
less nondefense spending. 

Instead, a change in direction -stagnating or even rising time preferences 
-can be bmughl about only if property rights violations become inclllullonalized; 
i.e., in the environment of a government. Yet whereas all governments must be 
as5umed to have a tendency toward internal growth as well as territorial expansion 
(political centralization), not all forms of  government can he expected to he 
equally sitccessful in their endeavors. If the government is privately owned - 
under monarchical rule - the incentive structure facing the ruler is such that it is in 
his self-interest to be relatively farsighted and only engage in moderate taxation 
and warfare. The speed of the process of civilization will be slowed down 
systematically. However, the decivilizing forces arising fmm monarchical rule may 
Ix expected insulficienrly strong to overcome the fundamental, countervailing 
tendency toward falling time preference rates and ever expanding ranges of private 
provisions. Rather, it  is only when a government is publicly owned - under 
demcmatic-rcpuhlican rule that the decivilizing effects of government can be 
expeacul to grow strong enough to actually halt the civilizing prrxess, or even to 
altcr its tlirec~ion and bring ahout an opposite tendency toward de-civilization: 
capital consumption, shrinking planning horizons and  provisions, and a 
progressive infan!iliz~tion and brutalization of .svcial life. 

Retmspeaively, in light of these theoretical conclusions much of modern 
Eumpean and Western history can he rationally reconstructed and understood. In 

. . . f n b a 3 n ~  f d n o l e  3 5  
mnuription - herd warfare, and the herd mupling with finance and commerce has hegotten new 
realm dwar.  For when once the whole nation fights, then Is the whole national credit availahle for the 
purpmes uf war.' - Momrchlol wan. Fuller qurrtes Daniel Ik fne  (Fullc.r-l'nL1 ohen had "'armies of 
fihy thnusand men d a  side Rand at bay within view d o n e  another. and spend a whole campaign In 
&dging, or. 2s it i genlaly called. i k r v i n y  nne mxher, and then march oil into winter quaners."' 
Similarly comrnenL% Sir John Fnnrcwue Iqumcrl ihid, p. 251: "To fnrce an embtny to consume his own 
mpplns wds much, to compl  him lo supply his oppnnenls was more. to lake up wlnti~quaners In hls 
terricnry was very much mure Tlius 10 enter an memy's hnrdcrs and keep him marching h a c b ~ r d s  
and forwards fnr wxks  without giving him ;I chdnce nfstriking a hluw. was in itwlf no small nccess." 
In cnntrast, with mpuidiclni.ini and ikmrcrdcy c~nnrs c~rwriplinn. Fmnxvly it had hwn a w e d  that 
since one had no vote in t k  wte, one shc~uld ncu Iw L,rucrl to fight i ~ r  wars. Now the argunrenl was 
rrvewd, k u u s c  om had the r iyh It, vcre. one was ompl lc r l  I(, fight. "Omwripliun ch;mgcrl the 
hisis of wahw.  Ilitlicn~r wldirrs lrdd Iwm cwlly. ntw they we.= chnp: lxitllrs liad 1Rr.n avq,ided. 
now they were wuglit. and Iicuvcwer llravy wow h e  hrwcs. Ihcy c ~ i ~ l d  rapirlly Ir m~ck p x x l  Iry thr 
muLerroll. ... Fnrm August Id 179.3, whcn tlir p~ r l i a~wn t  of the P~mch rrp~~l>l ic decrc~*d un iv rw l  
cx~nipulwty military wrviccl onward, mu only was war to lxvc~tnr m,rc and more unlimiarl. hut finally 
t(rtal. In the fcn~nh decade of t l i r  twcntitvh century life WAS hcld so cheaply tl~at the m,s:tcw <,fcivilian 
p~pulationc nn whr~lcwlc liws I x x m .  as acceptcrl a Rrategical aim as Inr~lcs w m  in pwicxls wars. 
In 150 yearn rnmwriptinn had lcrl the world back totr i l r~l  Ir~rhrism.- ihirl. p, 35, p 3j. 
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the course of one and a half centuries - beglnning with the Amerlcan and French 
Revolutions and ending with the end of World War I and continuing to the present 
- Europe, and in its wake the entire western world, underwent an epochal 
transformation. Everywhere, monarchical rule and sovereign kings were replaced 
by democratic-republican rule and sovereign 'peoples'.% 

The first direct attack by republicanism and popular soverelgnty on  the 
monarchical principle was repelled with the military defeat of Napoleon and the 
restoration of the  Bourbon rule in France. As a result of the  Napoleonic 
experience, during much of the 19th century republicanism was widely discredited. 
'Republicanism was still thought to be violent - bellicose in its foreign policy, 
turbulent in its political workings, unfriendly to the church, and socialistic o r  at 
least equalitarian in its view of property and private wealth."37Still, the democratic 
republican spirit of the French Revolution left a permanent imprint. From the 
restauration of the monarchical order in 1815 until the outbreak of World War I in 
1914, popular political participation and representation was systematically 
expanded all across Europe. Everywhere the franchise was successively widened, 
and the powers of popularly elected parliaments were gradually increased.% 

Nonetheless, although increasingly emasculated, the monarchical principle 
remained dominant until the cataclysmic events of WW I. Before the war only two 
republics existed in Europe: Switzerland and France. Only four years later, after the 
United States government had entered the European war and  decisively 
determined its outcome, monarchies had all but disappeared, and Europe had 
turned to  democratic republicanism. 

With the involvement of  the U.S.. the war took on  a new dimension. 
Rather than an old-fashioned territorial dispute, as  was the case before 1917, It 
turned into an ideological war. The US. had been founded as a republic, and the 
democratic principle in particular, inherent in the idea of a republic, had only 
recently heen carried to victory as the result of the violent defeat and devastation 
of the secessionist Confederacy by the centralist Union government. At the time of 
WW I, this triumphant ideology of an expansionist democratic republicanism had 
found its very personification in then U.S. President Woodrow Wilson. Under 
Wilson's administration the European war became an ideological mission - to 
make the world safe for democracy and free of dynastic rulers.39 Hence, the 
defeated Romanovs, Hohenzollerns, and Habsburgs had to  abdicate or  resign, and 
Russia, Germany, and Austria became democratic republics with universal - male 
and female - suffrage and parliamentary governments. Likewise, all of the newly 
created successor states - Poland, Finland, Estonia, Latvia, Lithuania, Hungary. 
and Czechoslovakia, with the exception only of Yugoslavia - adopted democratic 
republican constitutions. In Turkey and Greece the monarchies were overthrown. 

On the historical significance and the revolutionary chancier of thls transformation .see Pe- 
1933/(N, esp. pp. 15511; Fem~1944 ;  Palmer/Colton-1978. On the lntellecnral debate on the I d a  d 
pnpular snvereipty, and universal suffrage, in pankular In Great Britain. see Halevy-1955, esp. pp. 
Irn-150. 
37 Palmer/Cdton-192, p. (a. 
%3 Fur the &ails d thls prcxess see Flm-1W3, ch. 3. 
9 On the 0,s. war involvcmnt set. Fulkr-192, ch. 1X; on the rok  of W d -  W1l.m In p a n l ~ l a r  
.we Rnlhlmrd-19R9; GMfricrl- 1390. 
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And even where monarchies remalned in  existence, as in Great Britain, Italy, 
Spain, Delgium. the Netherlands, and the Scandinavian countries, monarchs no 
longer exercised any governmental power. Everywhere, universal adult suffrage 
was introduced, and all government power was invested in parliaments and 
'public'  official^.^ A new era - the democratic republican age under the aegis of 
a dominating U.S. government had begun. 

Fmm the viewpoint of economic theory, the end of WW 1 can be identified 
as the point in time at which private government ownership was completely 
replaced by public government ownership, and from whence a tendency toward 
rising degrees of social time preference, government growth, and an attending 
process of decivilization should be expected to have taken off. Indeed, as 
indicated in detail above, such has been the grand underlying theme of 20th 
century Western hi~tory.~' Since 1918, pracfically all indicators of high or rising 
time preferences have exhibited a systematic upward tendency: As far as 
government is concerned, democratic republicanism produced communism -and 
with this public slavery and government sponsored mass murder even in  
peacetime -, fascism, national socialism and, lastly and most enduringly, social 
democracy ( ' l ibera l i~m') .~~ Compulsory military service has become almost 
universal, foreign and civil wars have increased in frequency and in brutality, and 
the process of political centralization has advanced further than ever before. 
Internally, democratic republicanism has led to permanently rising taxes, dehts, 
and public employment. I t  has led to the destruction of the gold standard, 
unparalleled paper money inflation, and increased protectionism and migration 
mntmls. Even the most fundamental private law provisions have been perverted 
by an unahating flood of legislation and regulation. Simultaneously, as regards civil 
society, the institutions of marriage and family have been increasingly weakened, 
the number of children has declined, and the rates of divorce, illegitimacy, single 
parenthood, singledom, and ahortion have increased. Rather than rising with rising 
incomes, savings rates have been stagnating or even falling. In  comparison to the 
19th century, the cognitive pmwess of the political and intellectual elites and the 
quality of public education have declined. And the rates of crime. structural 
unemployment, welfare dependency, parasitism, negligence, recklessness, 
uncivility, psychopathy, and hedonism have increased. 

Today, at the end of the 20th century, democratic republicanism in the U.S. 
and all acms the Western world has apparently exhausted the reserve fund that was 
inherited from the past. For decades, real incomes have stagnated or wen fallen.43 

40 Inarestlngly. the Swks rcphlic, which was the flmt awntry to firmly cstahlish kc institution of 
unlvmal suffra~e for males a h v e  the a p  of 20 (IfflH). was the last to expand the suffraye a1.w to 
women (1971). 
41  On the world-wide pmMh of .statism since Wry I see Johmon-13R3: on 11,s. yovernment pnmh, ant1 
ir relation to war, tcr Hilll(s-l3R7. 
42 On the cnmmon historical W s  nf Soviet cvmmunism. and nf fascism and national socialism as 
"tyrannies- (liarally: 'arldtnry pnwen, the ho1dc.n of which claim to uw il for the pmplc and in facl 
appeal to the pcrpk. fnr suppmt') - In WW I, and on the 'primary' rhardcfer of the k>mr and the 
'derivative' of the latter. .we Halevy-IW6. 

43 For an andysis of U.S. data Datemarr0-l~7. 

The public deht and the cost of the existing soclal securlty systems have brought 
on the prospect of an imminent economic meltdown. At the same time, social 
conflict and societal breakdown have risen to dangerous heights. Thus, at long last, 
the question ari.ws: Can anything IK done to prevent the process of decivilization 
fmm running its full murse to an outright economic and social catastrophy? 

Above all, the idea of democracy and democratic rule must be 
delegitimized! Ultimately, the course of human history is determined by Idws, he 
they true or false. Just as kings could not exercise their rule unless a maprlty of 
public opinion accepted such rule as legitimate, so democratlc rulers cannot last 
without ideological support in public opinion. Likewise, the transltlon from 
monarchical to democratic rule has to he explained as fundamentally nothing hut a 
changein public opinion: Until the end of WW I, the overwhelming majority of the 
public in Europe accepted monarchical rule as Today, hardly anyone 
would do so. Indeed, the idea of monarchical government is considered risible. 
Accordingly, a m u m  to the 'ancien regime' has to he regarded as impassible. The 
legitimacy of monarchical rule appears to have been irretrievably last. Nor would 
such a return he a genuine solution. Rather, the idea of democratic republican rule 
must be rendered equally If not more laughable (not the least by identifying it as 
the source of the onpping process of decivilization). It must be made clear that It IS 
not government (monarchical or democratlc), but private property, and the 
recognition and defense of private property rights, which is the ultimate swrce of 
human civilization. And strategically - in order to pmmote the delegitimation of 
democracy and at the same time advance the supreme legitimacy of private 
property, contractualism, and individual responsibility - ideological support 
should be given to all decentralizing or even secessionist social forces. For a 
territorially smaller government makes for moderation, and only in small regional 
communities does it become possible for elites to emerge whose 'natural - 
voluntarily acknowledged - authority' can lend legitimacy to the idea and 
institution of an 'anarchic' private law society as the answer to monarchy and 
democracy. 

44 As late as 187171. for Lnaance, with unlv~mal male suffra~e, the Narlonal hzsembly of the F m h  
rcpuMic cuntaincd only ahour 200 wpuMican% wt d nmrc than 633 00putles. And the rest<haticm d 1 
rmman.hy was only prevented k n u x  the supp~¶crs d the B o u M  and the Orleans checkmated 
tach <*her. 
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