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FOREWORD
by Gary North

Discretion will guard you, understanding will watch overyou, to
deliver you from the way of evil, from the man who speaks perverse
things; from those who leave the paths of uprightness, to walk in the
ways of darkness; who delight in doing evil, and who r.joice  in the
jwrversi~  of evil; whose paths are crooked, and who are devious in
their ways (Proverbs 2:11-15,  New American Standard Version).

Back in 1968, economist Douglas Vickers received a shock, or
so I would imagine. He discovered that he had spent his entire aca-
demic career defending the work of a homosexual pervert. The per-
vert’s name was John Maynard Keynes. Until that fateful year,
when Michael Holroyd published his two-volume biography of
Lytton Strachey, one of Keynes’ “companions: the academic world
had not known of Keynes’ sexual preferences, or at least had no
proof. A few economists knew, and his biographer, Sir Roy Har-
rod, certainly knew. 1 But before then, his friends who knew had
remained discreet. However, by 1968, the world had thrown dis-
cretion to the wind. Holroyd’s revelation created a stir, but not a
sensation, among economists. (Besides, by 1968, the “Keynesian
revolution” was well on its way out of fashion — a fact which Dr.
Vickers may not have been willing to admit then, or recognize even
today, but which the better economists knew in 1968, and virtually
all younger economists have known for at least a decade. )

In 1985, Richard Deacon’s book appeared which deals with
the Cambridge University secret society, the Cambridge Apos-

1. I interviewed F. A. Hayek in July of 1985, and I asked him about this. Hayek
and Keynes had been academic rivals in the 1930’s in England, and Hayek was
on good terms with Keynes socially. He assured me that Harrod had known.

ix
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ties.z It revealed that this group was controlled by homosexuals
throughout the early decades of the twentieth century, and that
their most prestigious members in this era –John Maynard
Keynes, G. Lowes Dickenson, G. E. Moore, and Lytton Strachey
— were all dedicated homosexual perverts. So blatant was their
public commitment to sodomy that Fabian socialist Beatrice
Webb was concerned in 1911 when her prot6g4  Bertrand Russell
returned to Cambridge to teach, for he had been an Apostle as a
student there in 1892, and she feared that he might get involved
with them again: “. . . we have for a long time been aware of its
bad influence on our young Fabians .“3

The Apostles was not simply some undergraduate club. Mem-
bers continued to attend meetings for decades. In Keynes’ fourth
year at Cambridge, he became Secretary, yet there was only one
undergraduate member. * Like the powerful Yale University secret
societies, Skull and Bones (George Bush, William Buckley, etc. )
and Scroll and Key, membership was gained as an undergrad-
uate, but the links continued throughout life.

Deacon’s summary is important for what follows in this book:
“Homosexuality probably reached its peak in the Society when
Strachey and Maynard Keynes formed a remarkable partnership
in conducting its affairs. Here were two minds both devoted to
achieving power and influence in their respective ways. Keynes
himself was the chief protagonist of the homosexual cult, obsessed
with the subject to an abnormal degree for one with a good intel-
lect and wide interests. So obsessed, in fact, that when, years
later, he married the Russian ballet dancer, Lydia Lopokova, the
news was received with outraged horror among such friends.
Some of them never forgave him; others maliciously speculated
what was the real reason for the marriage. lt slowly dawned on
them that this was all part of Keynes’s power game.

“ ‘The Apostles repudiated entirely customary conventions and

2. Richard Deacon, The Cambn”dge Apostles: A histo~ of Cambridge University klite
intellectual ~ecret socidy  (London: Robert Royce  Ltd., 1985).

3. Ibid., p. 62.
4. ibid., p. 79.
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traditional wisdom,’ declared a smug and at the same time delighted
Keynes. ‘We were in the strict sense of the term Immoralists.’“s

Apostles’ philosopher G. E. Moore had once announced in a
paper read to the group: “In the beginning was matter, and matter
begat the devil, and the devil begat God.”G How terribly clever!
How revealingly perverse. He then went on to say that first God
had died, then the devil, and now only matter remains. 7 (That
Moore is regarded as one of the half dozen major philosophers of
this century testifies to the pathetic moral and intellectual charac-
ter of this century.)

It was within” this moral and religious cesspool that Keynes
emerged as co-master, along with Strachey. As in every cesspool,
the large chunks rise to the top. Keynes was a very large chunk.
“A product of Eton, where he displayed a great contempt for his
examiners even though they regarded him highly, he brought to
Cambridge a high degree of arrogance and assertion of personal
superiority over his contemporaries. Surprisingly, this told in his
favour rather than against him. Just as the mindless, sadistic pub-
lic [English private] school bully held sway among the hearties, so
did the intellectual bully (which was what Keynes was) dominate
when he came to Kings [College, Cambridge] .“8

‘Keynes was an ideal partner for Strachey.  The two men were
devoted to the same sexual cult and had the same contempt for
conventional thought. But there was a difference between the two
men. In Strachey’s case this was more a question of perversity for
its own sake than any carefully thought out philosophy. Keynes
was reacting positively against the Puritan ethic: he hated Puri-
tanism in any form and not the least in the form it had taken at
Cambridge. Both men, however, regarded homosexuality as the
supreme state of existence, ‘passing Christian understanding,’ and
being superior to heterosexual relationships.”g

5. Ibid., p. 64.
6. Ibid., p. 69.
7. Ibid., p. 70.
8. Ibid., p. 78.
9. Ibid., p. 64.
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Keynes vs. the Puritan Ethic

What has this got to do with Keynes’ ideas on economics? A
lot, argues Deacon: “Keynes’s hatred of Puritanism is important
in the light of his economic theories. He was to become the man
who has gone down in history as the most outstanding economist
and architect of social progress of the past seventy years, though
some would dispute such an assessment. But it was his hostility to
the puritan ethic which stimulated and lay behind his economic
theories — spend to create work, spend one’s way out of depres-
sion, stimulate growth. It was also his hatred of Puritanism which
caused him in early life to devote rather more time to pursuing
homosexual conquests than to economics. More positively, his
papers to the Society were in the main nothing whatsoever to do
with economics. One such paper, often cited, was on the subject
of ‘Beauty.’” 10

Strachey wrote to Keynes: “We can’t be content with telling
the truth — we must tell the whole truth, and the whole truth is the
Devil. It’s madness of us to dream of making dowagers under-
stand that feelings are good, when we say in the same breath that
the best ones are sodomitical.”~1

Keynes’ economic principles matched his moral principles: he
didn’t believe in them. He denied that fixed economic principles
even exist. 12 When, in 1930, he switched from his earlier free

10. Zdenr.
11. Ibid., p. 65.
12. Keynes announced in testimony before a 1930 economic commission: “All

the same I am afraid of ‘principle.’ Ever since 1918 we, alone amongst the nations
of the world, have been the slaves of ‘sound’ general principles regardless of par-
ticular circumstances. We have behaved as though the intermediate ‘short per-
iods’ of the economist between our [one?] position of equilibrium and another
were short, whereas they can be long enough — and have been before now — to
encompass the decline and downfall of nations. Nearly all our difficulties have
been traceable to an unfaltering service to the principles of ‘sound finance’ which
all our neighbors have neglected. . . . Wasn’t it Lord Melbourne who said that
‘No statesman ever does anything really foolish except on principle’?” Cited by
D. E. Moggridge, The Return to Gold, 1925: The Formation oj Economic Policy and its
Critics (Cambridge: At the University Press, 1969), p. 90. See Hedge’s discussion
in Chapter 7, “Economic Law.”
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trade position and became a promoter of protective tariffs against
foreign imports, he thereby adopted the ancient, erroneous, and
long-refuted policies of mercantilism.  These were the trade pol-
icies founded on the principle of “beggar thy neighbor.” But
Keynes had long since decided to do a lot worse than just beggar
his neighbor.

Vickers’ Deliberate Vagueness

How much of a shock Dr. Vickers suffered when he found out
this unsavory fact about his hero, I cannot say. Being a self-
professed Christian, he could not have been pleased to find that
the founder of the economic school of thought of which he was an
obscure member, the “new economics,” or “Keynesian orthodoxy
school,” had spent his life committing this foul crime against God.
But Dr. Vickers went on bravely, still proclaiming the wisdom of
his intellectual master. He did not bother to warn his Ghristian
readers about Keynes’ debauched lifestyle in his book-long
defense of Keynesian economics in the name of Jesus, Economics
and Man (1976). He did feel compelled to admit that “It would be a
theological mistake, of course, to imagine that Keynes’s own work
was influenced by a confessedly Christian perspective. Quite the
contrary, as we shall see in our brief comments at a later point on
the philosophical predilections and presuppositions of certain
famous economists.” Philosophy, indeed! So much for the forthright
admissions in Economics and Man.’3

Don’t misunderstand me. I’m not saying that Douglas Vickers
is a limp-wrist economist. A limp-prose economist, unquestion-
ably, but not limp-wrist. He just had the misfortune of not recog-
nizing economic perversion early in his career, so he found him-
self in questionable intellectual and moral company when the
world discovered that Keynes was a specialist in non-economic
perversion, too.

I never wrote a refutation of Vickers’ book. I was asked to. In

13. Douglas Vickers, Economics and Man (Nutley, New Jersey: Craig Press,
1976), p. 39.
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the first two years after Economics and Man was published, occasion-
ally — very, very occasionally — some young man would write to
me and ask me if I had answers to Dr. Vickers’ arguments. I
always assumed that I didn’t really need answers to those argu-
ments. Sometimes I would ask the inquirer just which argument
offered by Dr. Vickers had impressed him, and not once did any-
one tell me precisely which idea he found thought-provoking.
This is understandable, because Dr. Vickers’ prose makes it virtu-
ally impossible to follow any of his arguments. Couple this with
the fact that Keynes’ General TheoV  was almost equally incoherent,
and the reader has a problem. (So did Dr. Vickers’ publisher. )

I saw no reason to try to find a publisher for a book refuting a
man who was academically unknown, at the end of his tenured-
level career, 1A a member of a tiny Calvinist denomination, with no
followers except for a tiny coterie inside that denomination made
up of academic types who were fearful in those days (and even
these days) of appearing conservative. Not that they actually read
Economics andMan; nobody reads it. But they pretend to have read
it, and they make others think that they have understood it, just to
keep up appearances. They have to: in thirteen years, Economics
and Man is the only book-length study published by anyone, any-
where, which tries to refute the dreaded Christian reconstruction-
ists. The liberals and full-time pietistic retreatists just cannot
stand the thought of Christian reconstruction, and they feel duty-
bound to lineup behind any scholar who will take us on. Sadly for
them, the only soul willing to take up the challenge was poor,
jargon-burdened Douglas Vickers, with his tattered Keynesian
banner flying in the breeze. (I’d like to tell you the symbol the
Keynesians have inherited from their master, but this is a family-
oriented book.)

I knew that Economics and Man was unlikely ever to go into a
second printing. What I never imagined was that a decade after
its publication, it has yet to sell out the first edition. It is one thing

14. He later received a full professorship at the University of Massachusetts, a
taxpayer-financed institution whose most famous former students are Dr. Bill
Cosby, a comedian, and “Dr. J; Julius Erving, a famous basketball player.
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to write a one-printing dud, but this is ridiculous! Maybe Baptized
Injatiorz  will enable Craig Press to unload those last 250 copies.

Hedge vs. Hedge Podge

In short, it just wasn’t worth my time to write a response. So I
forgot about Economics and Man – certainly an easy thing to do.
Then, in 1985, Ian Hedge sent me the manuscript of Baptized In-

j?ation.  It was so delightful that I couldn’t resist publishing it, now
that I have my own outlets for books. Here is a book which not
only destroys Dr. Vickers’ arguments, but does so in a lively style,
with plenty of documentation, and with arguments so clear that
even a Harvard economist can follow them.

This book is similar to David Chilton’s  critique of Ronald
Sider, Productive Christians in an Age of Guilt-Man@lators.  It is not
only a critique, but a positive statement of just what biblical free
market economics is all about. It does little good to publish criti-
ques of obscure, unreadable books, unless the critique provides
insights into what is right. There is so much error in this world,
especially in the Ph.D.-holding, self-certifying, risk-free, tax-
supported academic world, that the only excuse for responding to
any segment of it is that out of the refutation will come positive
knowledge of the truth. That is what the reader will get when he
reads Baptized Injation.

Hedge answers all of the Keynesians’ favorite myths: that the
free market cannot clear itself of unsold goods; that monetary in-
flation is a positive benefit to society; that the gold standard is a
“barbarous relic”; that Keynes somehow “refuted” Say’s Law; that
monetary demand creates economic production; that saving isn’t
necessarily a productive thing; that we can “spend ourselves rich”;
that the free market needs a “visible hand” of a central planning
bureaucracy to make it fair, efficient, and “Christian”; that
“deficits don’t matter”; that the free market is inherently unstable
(random); that the free market is also inherently stable (with sig-
nificant unemployment); and on and on.

The book also makes plain Dr. Vickers’ real concern: that
Christians might begin to take seriously the Bible, especially bib-
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lical law, and use the plain teachings of the Bible to reconstruct
the field of economics. That would be terrible, Dr. Vickers assures
us in Economics and Man. Better to use the teachings of a God-
hating, principle-hating, State-loving homosexual pervert as our
guide to economic wisdom, Dr. Vickers proclaims. He staked his
career on that premise, and lost. Ian Hedge shows just how badly
he lost.

Hedge’s book is uncompromising. It pulls no punches. It does
not profess to be a “gentlemanly exchange of opinions .“ It recog-
nizes that Dr. Vickers has proclaimed falsehood in the name of
truth, economic perversion in the name of academic scholarship,
and antinomianism in the name of biblical principle. Dr. Vickers’
Economics and Man is a defense of the “received wisdom” of the
Keynesian revolution – an academic revolution which has led the
whole world to the brink of economic catastrophe: an interna-
tional orgy of debt, inflation, and broken promises by the State.

Hedge also realizes that the fate of civilization hangs in the
balance in our day, and that Dr. Vickers has his thumb on the
scales — on the side of evil. Hedge recognizes that the economic
recommendations made by Dr. Vickers and his far more influen-
tial Keynesian academic peers have pushed the world into evil,
and therefore toward God’s righteous judgment. Like an Old Tes-
tament prophet confronting a fourth-level false prophet of some
rebellious king of Israel, Ian Hedge points the finger at Douglas
Vickers and warns him: “Thus saith the Lord!”

I wonder if Dr. Vickers will listen. False prophets never did in
the Old Testament.

Dr. Vickers isn’t used to such “undignified” discussions. Tough
providence for him. He has become an evangelist for a pervert, a
defender of lies, and a scoffer at biblical law, all in the name of
Jesus. He deserves everything this book gives him.

Now, a word of warning to the reader. This book bogs down in
several sections, not because Hedge can’t write clearly, but be-
cause he quotes Dr. Vickers verbatim. You will not believe just
how bad published writing can be until you struggle with a para-
graph or two from Economics and Man. Like any sane person, you
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will be tempted to quit. “I don’t have to put up with this; life is too
short,” you may think to yourself. But Hedge had no choice: if he
had just summarized what Dr. Vickers actually teaches, no one
would believe him. Readers would conclude that nobody could
hold such preposterous views. So Hedge felt compelled to quote
Dr. Vickers verbatim, just to prove that the man really does teach
utter nonsense. This makes Hedge’s book rough going in places.
But be patient; once he has quoted Dr. Vickers, he then proceeds
to disembowel him. It is a delight to read. If you enjoyed David
Chilton’s  crushing of Ronald Sider’s head, and Greg Bahnsen’s
humiliating of Dr. Vickers’ friend Meredith Kline, you’ll enjoy
Hedge’s dissection of Douglas Vickers’ “Christian” economics.

Should I be so hard on Dr. Vickers? Should Hodge? If we
were not in a war for the minds of the Christian community, and
if the stakes were not the survival of Western civilization, it
wouldn’t be worth the trouble. But I believe that Hedge’s book
can serve as a warning to younger scholars not to sell their intel-
lectual birthrights as Christians for a mess of humanist academic
pottage. To pull any punches when the stakes are this high would
be tantamount to pulling out of the fight – a fight which Dr. Vick-
ers started in 1976 when he went into print to tell Christian people
not to take seriously the revealed economics of the Bible. This book
is his reward.

Epistemological Child Molesters

I have already received the standard response from the stand-
ard professor at what is a standard Christian college. In a letter
written on college stationery, he tells me to apologize to Dr. Vick-
ers for what I regard as a rather mild and semi-humorous remark
I made about Dr. Vickers’ economic thought. What I said in an
advertisement was that with the publication of this book, Dr.
Vickers would be “dead meat.”

This juicy phrase was made by a character in a popular film,
Rocky III. The ‘heavy” of the movie was a boxer, played by a
ferocious-looking black actor named “Mr. T; who was the chal-
lenger to the heavyweight champion, Rocky, in the fight for the
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championship. To unnerve Rocky before the fight, the Mr. T
character says that once he gets into the ring with Rocky, Rocky
will be dead meat. Rocky had trained in the first movie by punch-
ing frozen sides of beef inside a commercial freezer-locker. The
challenger was referring back to what Rocky had done to the beef
punched it “senseless.” It had been dead meat; now it would be
Rocky’s turn.

The phrase “dead meat” became instantly popular to describe
someone who is completely outclassed in any form of competition.
In the academic world, this means someone who is exposed in
print for his ignorance, incompetence, or even intellectual dishon-
esty. I think this describes quite well what Ian Hedge does to
Douglas Vickers in this book.

The concerned letter-writer says that I owe Dr. Vickers an
apology for such a “crude description.” Judge for yourself the ac-
curacy of this description after you read what it is that Dr. Vickers
has taught students for four decades, and what he has taught
Christians for a decade in the name of Jesus. Judge for yourself
the coherence of his writing and the nature of his conclusions. Pay
close attention to Hedge’s arguments. I read and reread the man-
uscript. “Dead meat” describes Dr. Vickers’ condition – describes
it to a T.

The letter-writer is a friend of Vickers, which may explain
some of his concern. Most of all, however, he is a professor at a
neo-evangelical  (read: spiritually compromised) college. He re-
sents all this nastiness. He wants polite discussions. We must not
be overly critical. We must not use ridicule. We must not be like
Luther in his battles with the Pope, or Augustine in his battles
with Pelagius. No, we must all be good sports. More than that:
Christian good sports.

I will be far more impressed with this sort of nonsense when
Christian reconstructionists start getting offers of professorships at
neo-evangelical  colleges. These tenured scholarly types want
reconstructionists to keep our comments polite, as if we were
members of good standing in the campus faculty club, when in
fact we have been universally blackballed by the existing power
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brokers inside the so-called Christian colleges. “Put us on the
team, fellows, and we might just become good sports !“ (Probably
not, though. We would probably do our best to pull off what the
liberals who dominate the faculties have done so well: screen out
our opponents from day one, and staff the institutions with people
who believe as we do. But at least we would be open about it. At
least we are willing to admit that an ideological war is going on,
and Western civilization is at stake. At least we admit that we are
street fighters. We prefer to stab our opponents in the belly, pub-
licly; the campus liberal establishment specializes in stabbing
them in the back, privately. We do it in print; they do it in closed-
session faculty meetings.)

My correspondent says, “I find this terribly offensive.” Well,
then, I guess he got the idea. 1am doing eue~thing I can to ojind class-
room humanists who parade  themselves as Christians, and who live of the
donations of naive Christians who trust their children to these ideological
child seducem. They are stealing the minds of our children, and
they have been doing it for two generations. They are doing
everything they can to make left-wing, welfare State-promoting
voters out of our children. I am trying to catch the attention of
parents and donors. I care not a whit for the sensibilities of the
Ph.D.-holding classroom compromisers. My job is to expose
them, but more to the point, to do what I can to get their funds
cut off.

Fighting to Win

We who call ourselves Christian reconstructionists are fighting
a war for Western civilization: to save it, and then restore it to its
original Christian underpinnings. We are therefore fighting a war
for the kingdom of God. We are opposed by the classroom hu-
manists who call themselves Christians. We have outraged them
by suggesting that Christian college instructors should teach every
discipline strictly in terms of the revelation of the Bible – yes, even
if the Bible does not agree with classroom notes that were taken at
State U. back in 1968, or even in 1938.

The classroom compromisers are not used to any kind of op-
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position. They have ridden roughshod over two generations of
college students who fear being flunked out of school if they voice
opinions counter to the New Deal economics of their professors.
The professors have had a free ride, especially Christian college
professors. Until the Christian reconstructionists started pound-
ing on them, nobody paid any attention to them except an occa-
sional conservative donor, and he didn’t have an earned Ph.D.
from an accredited state university. Now that the free ride has
ended for a few of them, the frightened mice are banding together
in helpless outrage. “You can’t do these things!” Yes, we can.

After all, Jesus did. I am presently writing a manuscript that I
intend to call, Thou Hypocrite! Jesus’ Tactics of Direct Con~ontation.
He called the Pharisees whited sepulchers. He called them hypo-
crites. He called Herod, a civil magistrate, a fox, and a female fox
at that. He did everything He could to embarrass his opponents in
front of their formerly helpless followers. Jesus was one of the
most effective verbal street fighters in history, and He was cruci-
fied for it. Yet today’s academic wolves in sheep’s clothing pretend
that He was president of the International Association of Wimps.

The Academic Seduction of the Innocent

These classroom compromisers are the products of a century
of classroom humanism. They have immersed themselves in the
humanistic methodologies of the secular universities that granted
them their advanced academic degrees. They have done every-
thing within their power to screen out students and rival faculty
members who come before them and announce that every aca-
demic discipline must be reformed, top to bottom, in terms of
what the Bible says. They will not allow such people to teach at
their colleges. They will not grant them tenure. They resent the
fact that others say in public that they, the compromisers, have
sold their spiritual birthrights for a mess of tenure.

They worry most of all when they think about the very real
possibility that most of the donors to their colleges are probably
closer in their opinions to the reconstructionists than to the cam-
pus faculty club. Why, the donors might . . . they just might . . .
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cut off the donations! And then what would happen to people who
earn their livelihood by reading ten-year-old lecture notes to stu-
dents for 12 whole hours a week? What would happen to their four
months of paid vacations a year?

They go into the classrooms and teach liberation theology
(Marxism) as if it were not a call for bloody revolution; yes, even
if they are paid to teach eighteenth-century English literature.
They teach the wonders of socialism, as if it were not the founda-
tion of universal tyranny and poverty. They call for ever-larger
doses of the welfare State, as if it had not destroyed three genera-
tions of families, especially black families, in the United States. 15
But call attention to what they are doing in tenured security with
donors’ money, and they become outraged. “You can’t do that !“
Yes, we can.

Like adulterers who are caught in the act by a private investi-
gator hired by an outraged spouse, they protest loudly that the in-
vestigator failed to knock at the motel door before walking in and
taking photographs. The photographer was terribly impolite by
entering without knocking, which therefore is supposed to let the
adulterers off the hook. “See here,” the startled man says, as he
gets into his trousers, “this barging-in business is totally uncalled
for. We are all adults here.” (Indeed, we are.) As he is buttoning
up his shirt, he reminds the photographer, “Things just aren’t
done this way in refined circles .“ Finally, as he is putting on his
tweed jacket with the leather patches on the elbows, he lowers the
boom. “I can assure you, sir, that you’re never going to see one of
your articles in The Journal of Comparative Obscuri~,  of which I am
an associate editor.”

Then, after the private eye has published full-color photo-
graphs of the man and his adulterous companion, with the head-
line, “Adulterers Caught in Tlyst~ he receives an outraged letter
from one of the man’s academic colleagues. “We are offended by
such a caption,” the letter says. “Your photographs were in ex-

15, Charles Murray, Losing Ground: Amm”can Social Policy, 1950-1980 (New
York: Basic Books, 1984).
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tremely bad taste, and furthermore, the headline was in very
large print, which is not scholarly, and it should have read, ‘Close
Acquaintances in a Friendly Hug.’ You owe them both an apol-
ogy.” There is a P. S., too: “I notice that no respectable scholarly
press was willing to publish this scurrilous attack, which Proves
that you are way out of line .“ No, it only indicates that the editors
of the scholarly presses are not innocent bystanders. They guard
the hall of the motel while the couple is otherwise engaged; they
try to head off photographers.

These mild-mannered drones are defenders of the revolution-
ary destroyers of Western civilization. They think they will all be
safe and sound when this civilization falls. They act as though
they believe that their tweed jackets are bulletproof. They think
the revolutionary conflicts going on today are the equivalent of a
monthly debate in the faculty lounge. They are even naive
enough to imagine that the agreed-upon position statements of
the latest faculty club meeting are relevant to anyone, anywhere,
anytime soon. They think that the great issues of the world will be
settled in the pages of scholarly journals.

They are wrong. The only position statements that can make
it through the faculty committees in today’s Christian liberal arts
colleges are watered-down conclusions that were dropped as un-
workable (or no longer useful in a program of planned deception)
by the liberal intelligentsia ten years earlier. If you doubt me, wait
until you read Ian Hedge’s account of what happened to Dr. Vick-
ers’ “revolutionary new ideas” long before Dr. Vickers went into
print with Economics and Man. The delightful fact is that Dr. Vick-
ers still hasn’t figured out what his younger humanist peers did to
him. They did to him what he did to his elders decades ago. They
left him behind in the dust, or the academic economists’ equiv-
alent of dust, stochastic equations.

Over  the Falls With the Mainstream

Herbert Schlossberg, whose Idols for Destruction is a footnoted,
gentlemanly, academically acceptable hand grenade against mod-
ern campus liberalism, has the trust of the neo-evangelical  aca-
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demics. (Little do they suspect!)  He speaks in subdued and schol-
arly tones while he slices them, throat to groin. We in the Chris-
tian reconstruction movement regard him as our major wedge
into Christian academia, for he brings many of our anti-establish-
ment, anti-liberal conclusions to this spiritually parched desert,
and in a format that is academically acceptable. But sometimes
we make him a bit nervous.

He has commented on one aspect of the Christian reconstruc-
tionist writers: their “outsider” status. He believes that for our
movement to gain more influence, we must join the publishing
mainstream. “One thing that will have to change for that to hap-
pen is the style with which these sharpies skewer their opponents.
That kind of invective is just not done in polite publishing
circles ~~lfi He should have added,  “at least in the United States.”

In Britain, knock-down, drag-out scholarly battles are quite com-
mon. A. J. P. Taylor, perhaps the most prolific historian of our
time, is famous for his devastating scholarly book reviews, which
are notable for their shark-like sensitivity to weakness. “To have
been Taylored”  well describes the victims. It is an educational ex-
perience, both for the reader and the victim.

Schlossberg  has misunderstood our strategy. We have a com-
prehensive program. We tailor (or Taylor) our writing to fit the in-
tended audience. We write sweetness-and-light books for some
audiences, disguising ourselves as mild-mannered reporters. But
when it comes time to take off the kid gloves in order to pulverize
some pompous academic bozo who has devoted his career to
spewing out humanist wood, hay, and stubble in the name of
Jesus, we take off the gloves and pulverize him. Our motto is sim-
ple: Take no prisoners!

If our style is not considered polite in certain academic circles,
then to avoid being manhandled, it would be wise for these episte-
mological  child molesters to stay out of print, hidden from public

16. Schlossberg,  “Evangelical Awakenings,” a review of David Chilton’s Pro-
ductive Christians in an Age of Guilt Manipulators, in The Anwiian Spectator (April
1986), p. 35.
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view in their tenured classroom security. If they go into print, as
Douglas Vickers  did, they can expect “the treatment .“ Mean-
while, let them pick up the battered, semi-conscious body of their
colleague, dress him in a new tweed jacket, and tell everyone that
he only suffered minor cuts and bruises at the hands of unspeak-
able reconstructionist ruffians.

By the way, those who are unfamiliar with Christian academia
need to be made aware of another aspect of these public beatings.
Once the skewered colleague is out of earshot, his fellow scholars
sit around reading reconstructionist materials, chortling among
themselves. “They really caught him on that one, didn’t they? Ho,
ho, ho.” They may resent us, but they enjoy seeing their colleague
publicly deflated, yet they can hardly admit their delight publicly.
This is one reason why they buy our books, although in plain
brown wrappers. They like to see an occasional beating. Like the
rest of us, they like to see stuffed shirts get the stuffing knocked out
of them once in a while. They are not complete ignoramuses; they
recognize that the victim really is an intellectual lightweight.
They have had to sit through his boring monologues in faculty
club meetings on numerous occasions. Furthermore, they are not
altogether free from envy: the enjoyment of watching some
“superior” sort get knocked off his pedestal. He got a book into
print; thy never have. But no one inside the faculty lounge would
admit this moral weakness, even to himself. Nevertheless, they
buy our books. Their colleague, even with his new tweed jacket,
never again looks quite the same in their eyes. He suspects as
much, too. That is why I enjoy publishing a book like this one.

The best example of this is Ronald J. Sider, whose Rich Chn”s-
tians in an Age of Hunger  was the rage on neo-evangelical campuses,
1977-1982. He got the usual free ride. Then ICE published David
Chilton’s  Productive Christians in an Age of Guilt-Man@  ulators  in 1981,
and a second edition in 1982. Sider was stunned. The free ride
was over. He wrote a second edition in 1984, promising on the
cover that he had replied to his critics. In fact, he replied to none
of his published critics, especially Chilton.  Within a few months,
Chilton  had written and ICE had published the third edition of
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Productive Christians, reviewing Sider’s desperate and ineffective
squirming in his second edition, page by page. Sales of Sider’s sec-
ond edition stalled, indicating that the Sider fad is just about over.
When he failed to reply to Chilton,  pretending that Chilton  hadn’t
beaten him to a pulp, he removed himself from the intellectual
contest. Schlossberg  noted in his review of Chilton’s  book that
Sider had failed to reply. Sider will never recover his academic
reputation, to the extent that he ever had one. He knows that if he
can get anyone to publish a third edition, which is unlikely, Chil-
ton will simply beat him up again. Who needs it?

Vickers knows this, too. The free ride is over. Hedge does the
unforgivable in the world of liberal academia: he quotes Dr. Vick-
ers in context, verbatim. When you read these passages, you will
better understand how cruel Hedge is. In short, if you enjoyed the
final scenes in the “Rocky” movies, you’ll enjoy Baptized Inz.ation.
When you’re finished, I’m sure you’ll agree: Douglas Vickers  is in-
deed dead meat.



The idea for this book was prompted by a number of circum-
stances. During 1979 I read my first economics book since leaving
school in 1964. For the first time economics now made sense,
thanks to the remarkable clarity Gary North gave to the topic in
his book An Introduction to Christian Economics. This book was such
a delight that I followed his advice and purchased many of the
books the author recommended.

Not to appear biased, however, I also obtained books which
presented an alternative perspective. In the Christian field there
was not much choice. In fact, the choice is virtually the same in
1986 as it was in 1979: Gary North, Ronald Sider, and an Austral-
ian economist named Douglas Vickers. Dr. Vickers, in contrast to
Dr. Sider (a historian of European Anabaptism), is a professional
economist, and therefore one will find much more of the “dismal
science” theory in his book Economics and Man than in those which
Dr. Sider has authored. But it is dismal for one reason: Dr. Vick-
ers is a promoter of popular economic theory, and by popular I
mean the theory of John Maynard Keynes. The theories of
Keynes pervade the schools and universities, and therefore the
economics profession in general. Economic advisers to business
and government are usually advising from a Keynesian perspec-
tive, although in business there is pragmatic abandonment of
Keynesian theories because thg do not work. It is in the practical
world of business that economic theory gets its real testing, not the
hallowed walls of Congress, where economic theory can be over-
ruled by legislative act (at least temporarily).

In fact, I can say quite truthfully that it was Dr. Vickers who
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made me a follower of the free market system. It was his attempt
to portray Keynesian nonsense as serious economic thinking
which caused me to accept the ideas of North and Rushdoony as
having much more logic ~nd coherence than could be found in”Dr.
Vickers’ book. (Thanks, Doug!)

During 1980 I made the mistake of attempting to introduce
discussion on Christian economics into a Reformed theological
college I was attending. It was a mistake, as I have subsequently
realized, because there was no interest among staff or students to
know whether there might be a specifically biblical theory of eco-
nomics. It was as if the intellectual effort needed to make such an
analysis of Scripture was too great. (I have witnessed a similar in-
tellectual laziness among many pastors, elders, and deacons. )
Besides, I was informed, Dr. Vickers had the answers to anything
that Gary North, R. J. Rushdoony, and others might happen to
say. I should read Vickers’  book, I was told both by staff and stu-
de”nts, especially in the case of one who had been a former eco-
nomics teacher, and get “straightened out” on my economics.

Fortunately, I had already made that effort and ploughed my
way through Dr. Vickers’ book. (Ploughing is especially necessary
when the soil is hard, and believe me, the soil in this case was very
hard. ) One of the brightest students in that college during that
period actually made an effort to read Dr. Vickers’ book, but gave
up in defeat after the first chapter. He admitted he did not under-

stand it, and nothing I could say at that time convinced him of the
possibility that he could not understand it because it did not make
sense. He preferred to believe that there was something lacking in
his own intelligence.

The idea and outline for this book began during that period I
spent in what is known as a Protestant monastery: Theological
College, a recluse where staff and students escape from the real
world and the realities of life. This manuscript is an attempt to
put Dr. Vickers’ book into perspective and highlight some of the
inherent difficulties Keynesian economic theory presents in con-
trast with the Word of God. Most of what appears in this book
comes from marginal notes I made on my first reading of Dr.
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Vickers, which I had undertaken in 1979. Subsequent readings
(plural!) have not caused me to alter the content of any of my in-
itial notes, and in some cases they have been expanded and addi-
tional comments made.

I am very grateful to those who have made the publication of
this book possible. To my wife Jessie, and children Matthew,
Rachel and Peter, who have been without husband and father in
order that this manuscript could come to fruition. To Noel Weeks
and Peter Wolnizer who read the manuscript and offered helpful
advice. A very special thanks to Dr. Gary North and the staff at
the Institute for Christian Economics who have not only been
willing to publish the manuscript, but also provide practical assis-
tance and editorial skills to make this project possible. Whatever
shortcomings exist, however, must remain my own.

Ian Hedge
Engadine, NSW
Australia



Even more serious may be the failure of the basic postulate
underlying Keynesian economic policy: the “economist-king,” the
objective, independent expert who makes effective decisions based
solely on objec~ive,  quantitative, unambiguous evidence, and free
of both political ambitions and of political pressures on him. Even
in the 1930’s, a good many people found it difficult to accept this.
To the Continental Europeans in particular, with their memories
of the post-war inflations, the “economist-king” was sheer hubris —
which in large measure explains why Keynes has had so few fol-
lowers on the Continent until the last 10 or 15 years. By now, how-
ever, few would take seriously the postulate of the non-political
economist who, at the same time, controls crucial political deci-
sions. Like all “enlightened despots,” the Keynesian “economist-
king” has proven to be a delusion, and indeed a contradiction in
terms. If there is one thing taught by the inflations of the last dec-
ade — as it was taught by the inflations of the 1920’s in Europe — it
is that the economist in power either becomes himself a politician
and expedient (if not irresponsible), or he ceases to have power
and influence. It is simply not true, as is often asserted, that econ-
omists do not know how to stop inflation. Every economist since
the late 16th century has known how to do it: Cut government ex-
penses and with them the creation of money. What economists
lack is not theoretical knowledge, it is political will or political
power. And so far all inflations have been ended by politicians who
had the will rather than by economists who had the knowledge.

Without the “economist-king,” Keynesian economics ceases to
be operational. It can play the role of critic, which Keynes played
in the 1920’s, and which Milton Friedman plays today. In opposi-
tion, the Keynesian economist, being powerless, can also be
politics-free. But it is an opposition that cannot become effective
government. The Keynesian paradigm is thus likely to be around
a long time as a critique and as a guide to what not to do. But it is
fast losing its credibility as a foundation for economic theory and
as a guide to policy and action.

Peter Drucker*

* Drucker, “Toward the Next Economics,” The Public Intewst (Special Issue,
1980), p. 12.



INTRODUCTION

We have been driven intoa widespread system ofarbitra~  and
~rannical  control ov~ our economic LJe, not because %onomic  laws
are not working the way they used to, ” not because the classical med-
icine cannot, t~proper~  applied, halt inzation, but because the public
at large has been led to expect standards ofperformance  that as econom-
ists we do not know how to achieve. . . . I believe that we economists
in recent years have done vast harm — to society at large and to our pro-

finsion  in particular– by claiming more than we can delivex  We have
thereby encouraged politicians to make extravagant promises, inculcate
unrealistic expectations in the public at large, and promote discontent
with reasonab~  satisfactoV  results because they fall short of the econ -
omists’ promised land.

Milton Friedman (1971)’

Economic recession and its products – growing unemploy-
ment, decreasing production, falling commodity prices, together
with the potentially imminent collapse of the international finan-
cial system — have become increasingly important topics of con-
cern for everyone. What will happen to my money in my local bank
if Poland, or Mexico, or Brazil, or the Philippines, or one of
several other countries defaults on its payment to Western, and
especially U. S., private commercial banks?

Some commentators incline to the opinion there is no prob-
lem, or if a problem does exist, it is not really very serious. Two

1. Presidential address, American Economic Association, reprinted in the
Am”can  Economic Review (May 1972), pp. 17-18.

1
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young business executives were heard to declare their faith in our
government by acknowledging that economic difficulties did exist,
but at the same time they were sure that “the government” would
get them out of the mess. Such faith should not – and shall not –
go unrewarded! On the other hand, the statistical game played by
most governments creates confusion in the mind of the average
person because such profoundly conflicting statistical data are
presented. The economy is declining; now it’s on the rise; infla-
tion of 570, once thought to be out of control at that rate, is now
considered acceptable after having reached heights of 10% or
more; unemployment is rising; job opportunities have increased
as never before; business is booming as people spend; sorry, cor-
rect that, they are saving instead of spending; we’re into another
recession. No wonder we are a little confused.

The perspective of this book is that there real~ is something rad-
ically wrong with the present economic climate. What is today occurring
is not merely flying in the face of sound economic principles, but
is also contrary to common sense and what most of us know by in-
tuition. For example, we all know that if we borrow something
from someone, one day we will have to make repayment, unless
we are perverse. “The wicked borroweth, and payeth not again”
(Ps. 37:21a).  (Some economists, however, are perverts – this book
deals with the most famous pervert of them all, John Maynard
Keynes – so it is not surprising that they recommend perverse
policies.) We might like to think we can postpone such repayment
indefinitely, but deep down we all have the conviction it will be
made. It is a matter of when, not zif. Yet the premier economists of
our day — Keynesian, monetarist, supply-side — have all either ex-
plicitly or implicitly accepted the dictum that “deficits don’t matter
(at least in the short run),” and that “temporary” increases in gov-
ernment debt may be helpful in stimulating the economy. There ~
has not been a single book by an academically certified economist
of any school of thought in over five decades which informs us of
just exactly how a nation can repay its debt without suffering
either mass depression, mass inflation, or both: first mass infla-
tion, then mass depression. In fact, I am unaware of a single
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scholarly study by an economist in this centuV which provides a
theoretical case (let alone a moral case) for the complete repayment
of government debt, bringing all government debt to zero.  z

Why not? First, because economists pretend to be morally
neutral, so they do not acknowledge the essential immorality of
permanent debt. It is a form of slavery: “The rich ruleth over the
poor, and the borrower is servant to the lender” (Prov. 22: 7). The
economists ignore this. Second, they do not discuss the complete
repayment of government debt because of a distinct economic
problem that modern policies of government debt management
have created. All government debt structures today are partially
“monetized. ” This means that the nation’s central bank has cre-
ated credit money out of thin air (or computer blips) to buy bil-
lions’ worth of government bills or bonds. This has increased the
money supply of every nation, and it has introduced the infamous
“boom-bust” cycle. Once begun, monetary inflation leads to infla-
tionary booms and panic recessions. The question for which no
economist or politician has published a politically acceptable (or
even an economically plausible) answer is this one: How can the
government repay 1OO$7O  of its debt without drastically shrinking
the money supply when it buys back the central bank’s bonds?
Since monetary inflation and then price inflation came when the
central bank bought the bonds, monetary deflation and then price
deflation will come when the government buys them back (retires
them). 3 If the debt is repaid, the nation goes into a deflationary

2. There are books by certain “Social Credit” writers that advocate this, but so
far, there has never been an academically trained or university-certified econo-
mist in the “Social Credit” movement, and we have waited fifty years. Before
that, the “greenbackers” (printing press inflationists) in the United States pro-
moted ideas similar to “Social Credit,” but there was never an economist in their
camp, either.

3. There is one solution, but it may be worse than the cure. If the central bank
decreases reserve requirements for commercial banks in order to offset the reduc-
tion in the central bank’s monetary base — its holdings of government debt — then
there need not be deflation. But then the commercial banks are given even
greater freedom to pump up the money supply by expanding loans which they
create out of nothing. Thus, the nation will experience a new wave of monetary
inflation and another round of the boom-bust trade cycle. What we need is zero
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depression, unless the central bank is allowed to start buying up
private firms’ debt certificates. But this just extends the problem of
permanent debt to the private sector. So the now-monetized govern-
ment debt is never scheduled to be repaid.

Nevertheless, instinctively we all know that it must be repaid.
The economists tell us that we are wrong, that our instincts have
no scientific validity. Yet year by year, the central banks’ inflation-
ary policies ratchet prices ever upward. Year by year, the com-
mercial banks face the threat of ever-larger loan defaults by Third
World nations and hard-pressed domestic farmers. Year by year,
the economic theorists forecast events that do not come to pass.

A Loss of Confidence

What is wrong? The economists cannot say. They are baffled.
Nevertheless, they keep offering their opinions. The public keeps
hoping that they will come up with solutions soon, and the incum-
bent politicians keep hoping that these solutions, when imple-
mented, will not lead to their defeat at the next election. The pub-
lic and the politicians are acting in terms of faith in economists – a
faith that has little or no evidence to justify itself. Increasingly, it
is a waning faith. (Question: “What’s the difference between a dog
which has just been run over by a car, and an economist who has
just been run over by a car?” Answer: “There are skid marks in
front of the dog.”)

Academic economic theories do not perform well any more.
Economist Peter Drucker  says that Keynes was a great economist,
yet he writes of Keynes’ “magic”: “The Keynesian ‘policies; in
spite — or perhaps because — of their elaborate apparatus of math-
ematical formulae and statistical tables, are spells. Because of
this, the fact that they failed once, in the [United States’] New
Deal, means that they have failed forever. For it is of the nature of

government debt and 10(?7. reserve commercial banking. To get there, a nation either
has to go straight to mass deflation and depression, or first go through universal
debt repudiation by mass inflation, and then deflation, meaning the substitution
of a new currency system, which most Continental European nations have gone
through several times since World War I.
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a spell that it ceases altogether to be effective as soon as it is
broken once.”4 He wrote these words in the year Keynes died,
1946. He wrote them two decades prematurely, as far as the eco-
nomics profession was concerned, but Drucker is always way
ahead of the pack. His point is now correct: the Keynesian magic is
dead. But the spells and incantations are still being tried. Some-
times economists give the policies new names, such as “supply-
-side economics.” The results are the same: more government
spending and larger budget deficits.

Christian Economics

Amidst all this confusion, the Christian has a particular obli-
gation to develop a distinctively biblical economics that will pro-
vide the answers to the world’s difficulties. Political economy, or
economics as it is now known, had been of little interest to Chris-
tians until Gary North and R. J. Rushdoony brought the subject
to the attention of the Christian public with their important analy -
ses, which they offered from a self-consciously biblical perspec-
tive.5 Since the- appearance of their two major early works-in 1973,
Introduction to Christian Economics and Institutes of Biblical Law, other
authors have contributed books from a similar perspective.6  The

4. Peter Drucker, “Keynes: Economics as a Magical System ,“ Virginia Quarter@
Review (Autumn 1946); reprinted in Drucker,  Men, Ideas & Pohtics  (New York:
Harper & Row, 1971), p. 247.

5. Gary North, An Introduction to Christian Economics (Nutley,  New Jersey:
Craig Press, 1973); The Dominion Covenant: Genesis (Tyler, Texas: Institute for
Christian Economics, 1982), volume one of an intended multi-volume economic
commentary on the Bible. Volume two is to be in three parts: MOM and Pharaoh:
Dommion Religion vs. Power Religion (1985), The Sinai Strate~:  Economics and the Tm
Commandments (1986), and the forthcoming book, ToolJ of Dominion: The Case Laws
o~ Exodus, all published by the Institute for Christian Economics. Rou sas John
Rushdoony, The Institutes of Biblical Law, (Nutley, New Jersey: Craig Press,
1973); The Myth of Overpopdation  (Fairfax, Virginia: Thobum Press, [1969] 1978);
Politicj of Guilt and Pi~ (Fairfax, Virginia: Thoburn Press, [1970] 1978); The Roots
of Intation  (Vallecito, California: Ross House Books, 1982).

6. E. L. Hebden Taylor, Economics Mong and Banking: Christian Principles (Nut-
Iey, New Jersey: Craig Press, 1978); Tom Rose, Economics: Pn”nc@es  and Policy
From a Christian Perspective (Milford,  Michigan: Mott Media, 1977); John Jeffer-
son Davis, Your W2alth  in God3 World: Does the Bible Support the Free Ma?ket? (Phil-
lipsburg, New Jersey: Presbyterian & Reformed, 1984).
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head of Margaret Thatcher’s Conservative Party “think tank,” Prof.
Brian Griffiths,  an economist at the City University of London, is
also a Christian. He acknowledges privately that he had never im-
agined that there could be such a thing as a specifically Christian
economics until he read Gary North’s Introduction to Christian Eco-
nomics in the late 1970’s. He has now written Christian-oriented
materials on economics.’

This perspective could be categorized, broadly, as one of a
“free market” or lai~sez-faire  economy, although it would be a grave
error to omit mentioning that these authors insist that Scripture
be brought to bear on what has been traditionally known under
these titles. For these authors, “free market” does not mean an-
archy, since Scriptural principles provide the moral and legal
framework within which a lai.ssez-jaire  approach is adopted, and
from which Western capitalism originated.s  Christian economic
thinking demands a rejection of economic theories that do not
stand the test of three standards: the Bible, internal consistency,
and historical verification. It therefore demands a rejection of
Keynesian economics.

The “Flexible” Legacy of Keynes

Modern economics is the economics of John Maynard Keynes,
the son of a Cambridge University economist, John Neville  Keynes.
(The name is pronounced “CanesY as in candy canes.) The younger
Keynes has been the most influential economist of this century and,
as Gary North reminds us, this speaks poorly of this century. It
matters little where we study economics outside of the Iron Curtain;
we can be sure that at least some of the theories of Keynes will be
presented and actively promoted as being the panacea for the ills

7. Brian Grifiths, Morali~ and the Market  Place: Christian Alternatives to Capitalism
and Socialism (London: Hodder and Stoughton, 1982); The Creation of Wealth (Lon-
don: Hodder & Stoughton, 1985).

8. By the term laissez-faire is meant the general principle of non-intervention in
the economy by coercive organizations such as government-protected trade
unions. It includes non-intervention by government officials except for the pun-
ishing of those who indulge in theft, fraud, or coercion.
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of society. (Even Milton Friedman has said that, methodologically
speaking, “we are all Keynesians now.”)

In the search for a solution to the perceived problems, how-
ever, Keynesianism  has come in for more than its fair share of
criticism, both from the “right” and more recently the “left .“$’
Keynesianism, it seems, does not work, or at least has not worked
well recently. Nevertheless, the solutions to society’s economic
problems offered by most economists, especially those in the bu-
reaucracy and in tenured university positions, have called for
even more Keynesianism.  Examples of this can be cited in great
number, from all over the Western world.

Consider the question of tariffs. These barriers to voluntary
trade between people of different geographical areas have been
promoted in the United States and elsewhere in times of rising
wealth and also in times of recession. Some interest groups are
hurt during one phase of the trade cycle, who then call for protec-
tion from “cut-throat competition,” and different groups are hurt
in the other phase of the cycle, who then call for protection from
“cut-throat competition.” (What these special-interest groups
really want is to protect consumers from “cut-throat opportunities”
offered by foreign sellers. ) ‘o Yet we are always assured by all
groups that they are only calling for “temporary” tariffs. Similarly,
most of those politicians who promote free trade will do so only on
the basis of “temporary” conditions. If conditions change, the vot-
ers are assured, the imposition of tariffs will be considered.

This tradition of promoting both the accurate and inaccurate
conclusions of economic theory in the name of temporary exped-
iency or historical circumstances was reinforced by Keynes. He
would promote bad economic theory as enthusiastically and as
confidently in one period as he had previously promoted sound
economic conclusions. Specifically, he shifted from advocating
low tariffs in the 1920’s to a pro-tariff position in 1931. The shift
was made purely in terms of expediency; economic theory was

9. Michael Bleaney,  The Rise and Fall of K.yesian Economics: An investigation of
its contrs”bution  to capitalist developmmt  (London: Macmillan, 1985).

10. Gary North, “Cut-Throat Opportunities,” The Freeman (June 1982).
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always regarded by Keynes as a lamb to be sacrificed on the altar
of expediency. His devoted apologist, Prof. Robert Lekachman,
has written ~at “Keynes readily shifted ground on tariffs in the
Macmillan Committee Report and elsewhere out of a sober consid-
eration of British interests. Not entirely consistently, he preferred
these interests to a doctrine of free trade, which he continued to
value highly on intellectual grounds .“l 1 Not entire~ corzsistdy: ah,
the wonders of scholarly verbal restraint! What Keynes did was to
sell out the interests of British consumers (who would otherwise
have purchased additional foreign goods), as well as foreign pur-
chasers of British goods (who needed export sales to Britain in
order to earn British pounds sterling, in order to import British
goods), and he did so in the name of “British interests ,“ meaning
the “old boy” network of uncompetitive British manufacturers.

Another acolyte in the Keynesian church, E. A. G. Robinson,
has also politely commented on Keynes’ notorious lack of consist-
ency: “A carefid  study of Keynes will, I believe, show him to have
been remarkably consistent in his strategic objectives, but extra-
ordinarily fertile in tactical proposals for achieving them. Like a
resourceful tactician, he would probe, try to find the enemy’s
weak points; if repulsed he would quickly fall back and regroup
and put in another attack elsewhere.”lz  What a marvelous phrase:
“fertile in tactical proposals.” He might have called it “Keynes’ fi-
nger  in the wind,” but that would have implied crass opportunism.
It might have revealed the truth, namely, that economic ideas
were treated by Keynes as little more than pawns on a chess-
board, and he regarded the whole British economy as his personal chess-
board. He was ready to sacrifice these “pawns” – consistent ideas
– for the sake of some overall “game plan.” But what kind of
“game plan” for the economy can be constructed on the founda-
tion of an economic theory which denies the existence of reliable

11. Robert Lekachman, The Age of Kgnm (New York: Random House, 1966),
p. 52.

12. E. A. G. Robinson, “John Maynard Keynes, 1883 -1946,” in Robert
Lekachman (cd.), Kgnes’  General ThwT: Reports of Three Decades (New York and
London: Macmillan;  1964), pp. 61-62.
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cause-and-effect relationships (tendencies) in economic affairs?
And what kind of legal order results from such unpredictable
shifts of political opinion? What kind of protection for private
property can anyone expect?

I cannot resist citing Robinson’s next sentences, published in
1964, at the tail end of the post-War faith in the Keynesian experi-
ment, within months of the period when Keynesian policies at last
began to erode the world economy in successive waves of price in-
flation: “But in the end his victory was complete. Full employ-
ment of resources has become the national objective; some would
say it has obscured other objectives. Ordered flexibility y of ex-
change rates has become the agreed world system. Low interest
rates have become the official policy to the extent that former ad-
vocates now begin to fear.”

Within 18 months, the American inflation began. Ten years
after these words were published, Keynes’ personal invention, the
Bretton Woods system ‘of managed currency exchange rates, had
collapsed; free market (flexible) exchange rates were setting cur-
rency prices moment by moment. Two decades later, unemploy -.-
ment had become a worldwide phenomenon at rates higher than
any experienced since 1940. “Real” interest rates – market rates
minus expected price inflation – had become abnormally high,
and stayed high. In short, the entire Keynesian experiment has collapsed.
As Hegel (and Marx, following Hegel) once remarked, the owl of
Minerva flies only at dusk: men finally adopt some “comprehen-
sive and complete” explanatory system at the precise moment
when this system or historical epoch is about to break down. 13

Vickers’ Defense of Keynes

You would not ima,gine  that any Christian economist would
still (or ever!) be an advocate of Keynesian economics, but you
would imagine wrong. Douglas Vickers, one-time Professor of

13. Perhaps the classic “owl” book was Walter Hellefs  New Directiom  in Political
Economy (New York: Norton, 1966). Heller had been Chairman of the Council of
Economic Advisors under Presidents Kennedy and Johnson. The book an-
nounced the arrival of a new era of economist-directed prosperity.
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Economics at the University of Western Australia, and more re-
cently at the University of Massachusetts, is a dedicated Keynes-
ian. His book Economics and Man was written as “ ‘a prelude’ to a
more exhaustive Christian critique” 14 in which he endeavors to set
forth what he believes to be a Christian perspective on the subject.
To date, his prelude has not been followed by that promised “ex-
haustive Christian critique,” although he hired a “vanity” (author-
financed) publisher to get into print A Chrirtian  Approach to Econom-

ics and the Cultural Condition, Is a book much shorter than Economics
and Man, and which is little more than a re-statement of the ideas
presented in his earlier work. (His inimitable style is easily recog-
nized on the dust jacket’s fly leafi “Throughout his argument,
Douglas Vickers adopts a carefully delineated scriptural perspec-
tive, and textual support for the structure and conclusions of the
work is adduced.” Bear in mind that a book’s fly leaf is supposed to
grab the book browser’s attention and get him to buy the book. In
short, this is the place for an author — who has to write his own fly
leaf when he hires a vanity press – to prove his readability. Pre-
sumably, this is the most lively writing that Dr. Vickers is capable
of producing. I must admit, it is a good deal livelier than what we
find inside the book.)

In his writings, Dr. Vickers has “had to dissent at several
points from the recent work of certain Christian scholars whose
writing in economics is calculated, I have judged, to misdirect
rather than assist the nascent concern for social and economic
problems on the part of Reformed theologians and the Christian
public.”lG These “certain scholars” are, primarily, R. J. Rush-
doony and Gary North, but also includes others who are incor-
rectly labeled “neo-Dooyeweerdians .“17

14. Douglas Vickers, Economics and Man (Nutley, New Jersey: Craig Press,
1976), p. viii.

15. Smithtown, New York: Exposition Press, 1982.
16. Vickers, Economics and Man, pp. viii-ix.
17. Ibid., p. ix; cf. p. 353-57. Herman Dooyeweerd was a Dutch professor of

law who wrote a massive four-volume set, A New Critique of Theoretual  Thought
(Philadelphia: Presbyterian & Reformed, 1953-57). It is even more filled with
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The Blackout

More recently, Dr. Vickers  has had opportunity to review
E. L. Hebden Taylor’s Economics A40n~  and Banking (1978), a book
explicitly written in the tradition of North and Rushdoony. (In the
late-1960’s, Taylor was a conservative Dooyeweerdian.) Dr. Vick-
ers was given this opportunity by the editors of the Westminster
TheologicalJournal, the scholarly publication of Westminster Theo-
logical Seminary, an officially Calvinistic  institution. This journal
systematically suppressed all reviews of Rushdoony’s books after
1961, except for a marginally favorable review of The Institutes of
Biblical Law which was virtually forced on the editor by John
Frame, a Westminster faculty member, and it has never reviewed
a book by North, who attended Westminster, whose first book ap-
peared in 1968.18 For a quarter of a century, the editors of this
scholarly journal have played the familiar academic game of “pre-
tend our competition will go away soon, and pray that their ideas
will not spread in our circles.”19 Taylor, however, is not considered
one of the leaders of the Christian Reconstruction movement, and
perhaps this was why an exception was made to the long-standing
blackout. Smaller fish are safer to fi-y  when the great white sharks
are still in the vicinity. Besides, a fried smaller fish may be able to

jargon than Dr. Vickers’ books, although it has the merit of being massively re-
searched and a serious scholarly contribution. I suspect that Dooyeweerd’s fol-
lowers treat him as “the Founder;  and the New Critique as “the Book.” Most of his
self-proclaimed followers are completely unfamiliar with economics, and can
best be described as medieval guild socialists. Dr. North has criticized the Dooye-
weerdian school repeatedly since 1967, and he reprints his 1967 essay, “Social
Antinomianism ~ in The Sinai Strategy.

18, They did allow him to publish a two-and-a-half page abstract of his doc-
toral dissertation on Puritan economic thought in the November 1972 issue.

19, It is interesting that Rushdoony’s essays and reviews occasionally ap-
peared in the Westminster Theolo~icalJournal from the early 1950’s until the Novem-
ber 1967 issue, when he wrote a generally favorable review of Hebden Taylofs
The Christian Philosophy of Law, Politics and the State (Nutley, New Jersey: Craig
Press, 1967), in which he referred to the Netherlands’ Anti-Revolutionary Party
as the Moderately-Revolutionary Party (p. 101). Westminster Seminary relied
heavily on contributions by Dutch-American conservative Christians. Rush-
doony never gained access to the Journal again.
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be palmed off on the uninformed public as fried shark, and both
the fisherman and his publisher can then look like fearless dare-
devils.

What did Dr. Vickers  say about Taylor’s book? He followed
Westminster’s “party line” concerning all so-called Christian Re-
construction publications, namely, that suppression is the better  Part

of ualor.  The book “needs careful attention because of its thorough-
going and fatal error. It is a kind of ‘economics’ which should not
be given hospitality by the Christian church.”z”  There are so
many details in Taylo~s  book which “crowd on the reader,” says
Dr. Vickers, that to “mention of any of them is in danger of caus-
ing loss of the calm evaluative perspective that is needed.”zl  Keep
calm, keep cool, and above all, keep silent.

Warmed-Ovu  Kgmesianisrn

Dr. Vickers is unquestionably verbally calm in his writings.
He has adopted a style of expression which also produces calm in
his readers – indeed, I would describe this state of mind as near-
catatonic. Anyone who smokes in bed while reading one of Dr.
Vickers’ economics books takes his life in his hands. But the more
important question is this one: Is Dr. Vickers’ book fair? I contend
that it is not. My book is an analysis of the writings, and the eco-
nomic theories, that Dr. Vickers proposes. His theories are self-
consciously Keynesian. He openly professes his allegiance to the
work of John Maynard Keynes, whose “subtle and capacious
mind” shook “us from the blinkers of the classical postulates [and]
brought something of morality back into economics.”zz  He does
admit that Keynes was not “informed by a confessedly Christian
perspective,” and therefore Dr. Vickers does not “commit [himself]
to all that Keynes said on either economic thought or economic
policy simply because we have found him reaching for a demon-
strably significant analytical proposition .“~ Keynes achieved,

20. Watminst~  Theological Journal, Vol. XLI1  (Fall 1979), p. 236.
21. Ibid.
22. Vickers, Economics and Man, p. 350; cf. p. 212.
23. Ibid, p. 39.
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however, “a significant logical and methodological reconstruction
in economics” thereby giving “us a new way of looking at things”
so that we now have a “more complete understanding of the struc-
ture and functioning of the economic system. . . . “24

In Economics and Man Dr. Vickers has as his purpose, jirst, to
set forth a Keynesian system of Christian economics and, second,
to redirect the “misdirected” efforts of North and Rushdoony who
have allowed “considerable confusion . . . to enter economic
argument from a purportedly Christian perspective. It was in
order to contribute to a correction of that perspective that we have
developed the entire argument of this book in the manner and in
the order we have adopted.”25

Conclusion

This book is written from the belief that it is Dr. Vickers, not
North and Rushdoony, who has contributed to the “considerable
confusion” in the debate about Christian economics. I cannot
claim to be calm and evaluative always, for I am overwhelmed on
occasions that so many things which do not make sense — common
or otherwise — are taken for granted and passed off as “serious”
economic scholarship on a more than gullible Christian public.
However, I have endeavored at all times to provide answers to
those ideas that Vickers would have us believe are Christian and
economic.

There are no “brute” facts – facts independent from other
facts, and independent from God’s authoritative revelation. All
knowledge resides in God, and since He knows everything ex-
haustively, all facts exist in God-given and God-interpreted rela-
tionships. Man’s knowledge, on the other hand, is forever finite.
He struggles to put facts into some coherent whole, or else he
rebels against the idea and accepts the concept of brute factuality,
where meaning (relationship of ideas) does not and cannot exist.
However, because man is limited in knowledge and does exist in

24. Ibid., pp. 103, 212.
25. Ibid., p. 241.
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time and space, his thoughts do not come all at once. It is not pos-
sible for man to think of everything at once. This requires the

splitting of knowledge into sequence. But there needs to be an in-

tegrating theory to put the split fragments back together. The

Bible provides such a framework; Keynesian economic theory
does not.



1

KEYNES, VICKERS, AND VAN TIL

No one has done more, on either side of the Atlantic, to preserve the
kernel of the logic of Kgnes% position than his Cambridge [England]
disc@e,  Joan Robinson, and we can acknowledge a valuable element
of truth in her obs~vation that Keynes, having shaken us jom the
blinkers of the classical postulates, brought something of moralip  back
into economics. . . . And while his own confessed philosophic predi-
lections explain the absence from his injuence of any distinttive~
Christian concern for the deeper explanation of things which orzJJ  a
Chn”stian  perspective can prouide,  nevertheless Kgm.es did direct our
attention efective~  to the inevitable instabilities of the a~regative  eco-
nomic system, and, on the level of pragmatic afairs,  and down in the
earthy arena of economic policy formulation, to the need for compen-
satory economic action. Here, then, was the point of departure for a
Christian economics. 1

The contribution of Christian philosopher Cornelius Van Til
to twentieth-century Christian thought has centered on the fact
that there is no such thing as neutrality in the debate between
those who are for and those who are against the Christian faith.
All thought inescapably rests on certain presuppositions, meaning
assumptions that are taken for granted before organized thought
can even begin. Even the skeptic’s claim that ‘we can’t be sure
about anything” is a contradiction, in that it rests on the premise
that we can be sure about this much, at least.

1. Vickers, Economics and Man, pp. 350-51.

15
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To deny the existence of presuppositions is to denigrate
human reason. It is to omit one of the most basic facts of exist-
ence. In addition, all presuppositions which do not take the God
of Scripture as the ultimate reference point end in making human
reason impossible. “Nothing is known unless there is first the pre-
supposition of knowledge, and on no other ground is such a presup-
position possible than the Christian theistic one. We know a real
world because we believe by faith that God created it. From our
first breath as a babe, we assume the reality of that world and the
trustworthiness of our knowledge and experience.”z  In his rebel-
lion against the Creator, man will deny all knowledge just to deny
that one basic inescapable fact: the existence of God.

The interesting aspect of Van Til’s influence outside of his
more narrow academic field of apologetics is that two schools of
economic thought have developed that both give homage to Van
Til. One school is better known, for it is indeed a “school .“ There
is more than one member. This is the “Christian reconstructionist”
group: Gary North, R. J. Rushdoony, and their followers. The
other school is in fact a one-man band: Douglas Vickers.

Christian Reconstruction

North and Rushdoony come to the field of economics, Bibles
in hand, and with the writings of the Austrian School (Ludwig
von Mises, F. A. Hayek, Murray Rothbard, Israel Kirzner) and
Chicago School economists (“Friedmanites” or “monetarists”) in
reserve. They pick and choose from the conclusions of these free
market scholars, but always in terms of the Bible, and more speci-
fically, in terms of Old Testament law.

The approach of these ‘reconstructionists”  is unquestionably
revolutionary. No economists in history have ever set out to create
a specifically Biblical economics, meaning an economic system
governed by the revelation of the Bible. There have been scholas-
tic economics, natural law economics, moral economy, political

2. Rousas John Rushdoony, The Word of Flux (Fairfax, Virginia: Thoburn
Press, 1975), p. 98, emphasis in original.
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economy, and other variants, but for the first time in history, a
group of (necessarily) self-taught scholars are calling for a recon-
struction of economic thought by means of Biblical revelation.

This appeal has fallen on deaf ears within the economics pro-
fession, which is understandable. Economics was the first “auton-
omous” social science. Economists were the first scholars who set
about self-consciously to separate the content and categories of
their technical discussions from all appeals to religion and moral-
ity. This separation began in the seventeenth century, and it has
never been healed. s Seventeenth-century economists believed
that while religious and moral debates can never be settled by ap-
peals to reason, technical economic debates can be. This faith is
still integral to modern economics. It is still just as utopian; the
economists are legendary for their inability to agree on anything.
“Where there are five economists, there will be six opinions ,“ goes
one barb. “Lay all economists end to end, and they would never
reach a conclusion,” goes another. Nevertheless, there is no aca-
demic school of economics which is not specifically and self-
consciously “value-free” in its official methodology, except for the
Marxists, who proclaim their commitment to proletarian values,
which they predict will be the only values “after the Revolution .“

Vickers the Disciple

Like the reconstructionists, Douglas Vickers also comes with a
bible in hand, but his bible is John Maynard Keynes’ General
Theoty  of Employment, In@rest, and Mong (1936). Yet in an earlier
work, Dr. Vickers acknowledges his debt to Van Til. He pays
homage to Van Tillian  apologetics, and he can therefore make the
statement: “Man in sin is, in a phrase, the slave and the dupe of
the devil.”4  If man in sin is the slave and dupe of the devil, then
we might legitimately ask: Can such a man produce anything of
value?

3. William Letwin, The Origins of Scien@c Economics (London: Methuen; New
York: Doubleday, 1963),

4. Douglas Vickers, Man in the Maelstrom oJModern Thought (Phillipsburg,  New
Jersey: Presbyterian and Reformed Publishing Co., 1975), p. 20.
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This is not the place for a theological argument about the doc-
trine of common grace and the creative possibilities of unregener-
ate minds. Nevertheless, we can and should note that without the
light of Scripture, God’s authoritative revealed Word to man, the
unregenerate mind can only grasp truth by means of theft. He
possesses true knowledge only insofar as he operates inconsist-
ently with his own presuppositions. We might paraphrase Van
Til’s argument as follows: “What man knows ‘autonomously’ isn’t
true, and what he knows truly isn’t known autonomously.” We
should therefore have a healthy skepticism to anything which the
unbeliever might propose. The more “devilish” he is, the less we
should expect from him, other things being equal (as the econo-
mists love to say). The more immoral he is, the less ‘kommon  grace” we
should expect him to display. This is what Van Til has taught for
many decades. s Yet in his economic methodology and also in his
conclusions, Dr. Vickers has adopted the economics of John May-
nard Keynes, as self-conscious an immoral public figure as the
academic world had seen in his generation, or today’s.

It is somewhat surprising, to ~ay the least, that Dr. Vickers is
willing to give credence to the theories of Keynes. Given the qual-
ifications he has made, to declare that Keynes has given us any-
thing like the correct approach to economic issues is to place a
great deal of faith in an ‘unbelieving mind. We should argue, in
fact, that no faith can be put in any human being, unbeliever or
believer, until such time as his ideas have been tried and tested in
the light of Biblical teaching.

The Character of Kgnes

Recent biographies of Keynes have provided evidence not
only to his philosophical meanderings, but his debauched and re-

5. “Common grace will diminish still more in the further course of history.
With every conditional act the remaining significance of the conditional is re-
duced. God allows men to follow the path of their own self-chosen rejection of
Him more rapidly than ever toward the final consummation.” Cornelius Van Til,
Common Grace (Philadelphia: Presbyterian and Reformed [1947] 1954), p. 83. Re-
printed in Common Grace and the Gospel (Presbyterian and Reformed, 1974), p. 83.
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pulsive  lifestyle.6  We also see in the forthrightness of this biogra-
phy the progressive debauchery of, and therefore progressive tol-
eration of debauchery by, the general public. Sir Roy Harrod’s
1951 biography was careful not to come right out and say what
Keynes was, although his language indicates that he was well
aware of Keynes’ sexual preferences. 7 He was content to write
such concealed summaries as: “From the outside he seemed all ur-
banity, suavity, self-possession. He appeared to some to be almost
inhuman, so mechanical was the precision with which he achieved
every objective. Yet underneath that urbanity he had an ardent,
passionate nature. He had a great fund of affection which he
wished to lavish and have reciprocated. . . . One concentrates a
stronger stream of affection upon one’s particular friends .“s
Knowing what we know now about Keynes passion, especially his
fondness for Tunisian boys (especially when available at discount
hotels),g  this prose in retrospect is enough to encourage a good,
healthy puke.

The academic world did not know of Keynes’ debaucheries
until Michael Holroyd discussed them in his biography of Lytton
Strachey, a “Bloomsbury Circle” bright light, and one of Keynes’
homosexual partners. Keynes was a homosexual whose activities
in this regard included other well-known British subjects. But as
Skidelsky  observes, their reasons for such activity were a little
different from those expressed by the current “gay rights” move-
ment, which asks for mere acceptance of their lifestyle. “They

6. Robert Skidelsky,  John Maynard Kgnes,  Volume 1, Hopes Betrayed, 1883-1920
(London: Macmillan, 1983).

7. See, for example, Harrod’s reference to Keynes’ relationship with B. W.
Swithenbank: “He and Maynard became intimates.” He then reproduces a letter
from Keynes to Swithenbank which began, “O Swithen, Swithen,” and includes
the words, “if I write I must needs gush. . .” Harrod, The Lt~e of John Maynard
KUnes (New York: Norton, [1951] 1982), p. 68. Or, referring to Strachey,  “If
Maynard fell for him at once, that was by virtue of his own clever judgment . . .”
(P. 86). I like this one, too: “TO intellectu~ companionship was added a deeper
communion of spirit” (p. 90).

8. Ibid., pp. 89-90.
9. Michael Holroyd,  Lyttm Strachg,  2 vols. (New York: Holt, Rinehart and

Winston, 1968), II, p. 80,
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[Keynes & Co. – I. H.] thought that love of young men was a
higher form of love. They had been brought up and educated to
believe that women were inferior – in mind and body. If from the
ethical point of view . . . love should be attached only to worthy
objects, then love of young men was, they believed, ethically bet-
ter than love  of women.“10 In other words, Keynes and his part-

ners were not just expressing a sexual preference. Theirs was an
ethical and philosophical position. The Christian must affirm, in
contrast, that perversion is perversion, irrespective of the ap-
parent justification for the act.

Keynes’ ethics were a product of his own rebellious mind.
Similarly were his views on economics. His writings carefully de-
lineate his fundamental philosophy and everything he did was
done from a philosophic viewpoint. 11 One of his fellow members
of the Apostles group, as they were known at Cambridge Univer-
sity, was G. E. Moore, who published a philosophical work on
ethics entitled Pn”ncipia  Ethics. In commenting on this work,
Keynes declared that “one of the greatest advantages of his [i. e.,
Moore’s] religion was that it made morals unnecessary – meaning
by ‘religion’ one’s attitude to oneself and the ultimate and by ‘morals’
one’s attitude towards the outside world and the intermediate .“12
Keynes thus believed and practiced the autonomy of human thought.
Nowhere does the concept of divine revelation enter his thoughts,
nor does he perceive the need for such revelation. After all, if man
is god, man makes his own rules and ethical principles. Wrote
Keynes:

We entirely repudiated a personal liability on us to obey general

rules. We claimed the right to judge every individual case on its merits,
and the wisdom to do so successfully. This was a very important part
of our faith, violently and aggressively held, and for the outer world it was
our most obvious and dangerous characteristic. We repudiated entirely
customary morals, conventions and traditional wisdom. We were, that is

10. Skidelsky,  Keynes, pp. 128-129.
11. Ibid., p, 133.
12. The Collected Writings ofJohn Maynard Kynes, X, 436, quoted in ibid., p. 141.
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to say, in the strict sense of the term, immoralists. The consequences of
being found out had, of course, to be considered for what they were
worth. But we recognized no moral obligation on us, no inner sanction,
to conform or obey. 13

The admission that they were “immoralists”  is evidence that
Keynes knew that he and his colleagues were breaking with con-
ventional morality. This conventional morality was essentially
Christian morality which had influenced the British Isles for
almost 2,000 years. In addition, however, men do not sin in ig-
norance. They have before them, as Remans 1:18-23 reminds us,
the evidence that God exists. Men are created in the image of God
and therefore know with certainty what they are doing. No man
disobeys God in ignorance; it is always willful and deliberate re-
bellion against a sovereign God.

Deliba-ate  Obscuri&

Having established some background to the character of
Keynes, it should not surprise us that his economic writings are
not at all what some would have us believe. Keynes’ major contri-
bution to economic thought, his presentation of his “new” eco-
nomics in The General Theo~, is one of the most difficult books to
read. It frequently borders on the incoherent. Its style is abomina-
ble, in sharp contrast – indeed, suspiciously sharp contrast – to
his lucid Essays in Biography and his first best-seller, The Economic
Consequences of the Peace. This assessment of the style of the General
Theoy  is shared not just by his critics. Listen to these comments
about The General TheoT  publication by well-known Keynes disci-
ple and Nobel Prize-winning economist Paul Samuelson:

It is a badly written book, poorly organized; any layman who, be-
guiled by the author’s previous reputation, bought the book was
cheated of his five shillings. . . . It abounds in mares’ nests of confusions.
. . . In it the Keynesian system stands out indistinctly, as if the author
were hardly aware of its existence or cognizant of its properties. . . .

13. Collected Writings, X, 446, quoted in ibid., pp. 142-143.
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Flashes of insight and intuition intersperse tedious algebra. An awkward
definition suddenly gives way to an unforgettable cadenza. . . . I think I
am giving away no secrets when I solemnly aver — upon the basis of
vivid personal recollection — that no one else in Cambridge, Massachus-

etts, really knew what it was all about for some twelve to eighteen
months after its publication, Indeed, until the appearance of the mathe-
matical models of Meade, Lange, Hicks and Harrod, there is reason to
believe that Keynes himself did not truly understand his own analysis. 14

This comment concerning Keynes’ ignorance of the implica-
tions of his own system comes from one of the founders of the
“Keynesian synthesis ,“ and a representative of a school of thought
which claimed Keynes’ name. What he is real~ saying is that
Keynes never adopted the rigorous methodological, textbook-type
approach to economics that his disciples adopted. There is no evi-
dence that Keynes ever acknowledged members of this school of
economics as his legitimate intellectual heirs. F. A. Hayek recalls
his final meeting with Keynes in 1946: “Later a turn in the conver-
sation made me ask him whether he was not concerned about
what some of his disciples were making of his theories. After a not
very complimentary remark about the persons concerned he pro-
ceeded to reassure me: those ideas had been badly needed at the
time he had launched them. But I need not be alarmed: if they
should ever become dangerous I could rely upon him that he
would again quickly swing round public opinion — indicating by a
quick movement of his hand how rapidly that would be done. But
three months later he was dead.” is

On top of this, at the end of his life, Keynes could suggest that

14. Quoted in Daniel Bell’s essay, “Models and Reality in Economic Dis-
course,” The Public Zntiest (Special Edition, 1980), pp. 62-63. This special edition
was devoted to a reassessment of Keynesian economics. The general consensus
appears that the Keynesian ideas have not achieved their stated goals of lower
unemployment. For pragmatic reasons, there has been a shift away from the
older Keynesian ideas.

15. F. A. Hayek, “A Review of The Lye ofJohn Maynard Kgmes,  by Roy F, Har-
rod”; published in The Journal of Modern Histoty (June 1952); reprinted in Hayek,
Studies in Philosophy, Politics and Economics (Chicago: University of Chicago Press,
1967), p. 348.
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doses of “classical medicine” (free market economics) might well
prevent the need for import restrictions and exchange controls.
Once more in his career, he had shifted completely from his ear-
lier recommendations. Keynes seemed aware that he really did
not have the answers to the economic ills of his day and age. 16

Vickers as Vicar

Given the fact of Keynes’ background, the admission that
Keynes lacked understanding of the long-term implications and
consequences of his own work, and the fact that he eventually
favored some “classical medicine: it is surprising to find that Dr.
Vickers can promote Keynes and his ideas with such vigor. Ad-
mittedly, Dr. Vickers has included his own qualification that
Keynes was not informed from a distinctively Biblical perspec-
tive, but he then proceeds to defend those views as if they were
Biblical. The fundamental ideas that Dr. Vickers promotes have
their origin in Keynes. We may certainly recognize that Dr. Vick-
ers attempts to baptize those ideas with Christian thinking, but
when it all boils down, they are precisely that: baptized secular
ideas. They are secular because they do not have a basis in the
Word of God. Given that Keynes liked to display his disproofs of
Christianity, 17 it is incumbent on Dr. Vickers to demonstrate pre-
cisely how this debauched homosexual pagan somehow rewrote
economic theory to conform more closely to Christian principles,
He has an obligation to spell out exactly where this deviant devi-
ated from the economic perspective of the Bible. To neglect this
— and Dr. Vickers has devoted his entire professional career to
just such a program of systematic neglect – is to convey the im-
pression that Keynes was closer to Biblical truth than humanist
free market defenders are, but more to the point, closer to the Bib-
lical truth than Gary North or Rousas Rushdoony, neither of
whom is a God-hating homosexual pervert.

16. W. H. Hutt, The Kgnesian E@rode:  A Reassessment (Indianapolis, Indiana:
Liberty Press, 1979), p. 20.

17. Skidelsky, p. 123.
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In short, the burden of proof rests on Dr. Vickers’ shoulders.
Nearer to the truth are the words of Scripture. “The fool bath

said in his heart, There is no God” (Ps. 53:1). The trouble is, the
fool has a habit of sharing his foolishness with the rest of the
world. “A fool Iayeth open his folly” (Prov. 13:16). The question is,
has Douglas Vickers  made his academic bed alongside of fools?

The Enthusiasm of Safe Wevolutionds”

How can we explain Vickers’ commitment to Keynesianism?
As I hope this book will show, it is not Keynes’ logic or clarity
which motivated economists to join the “Keynesian revolution,”
since The General Theoy is neither logical nor clear. It is also not
the success of his policies in recent years. It has more to do with
the original enthusiasm of a group of aging academics who re-
member fondly their own participation in a now-distant world of
exciting change. The “old ways” were being abandoned in the
1940’s; young economists had an opportunity to rebuild their
world, even if it was only an academic world. This sense of revo-
lutionary innovation was basic to Keynes’ thinking, Harrod re-
ports. 18 Keynes wrote to George Bernard Shaw in 1935, while he
was writing The General TheoT: “To understand my state of mind,
however, you have to know that I believe myself to be writing a
book of economic theory which will largely revolutionize – not, I
suppose, at once, but in the course of time – the way the world
thinks about economic problems.”lg This same sense of participat-
ing in revolution was also an important aspect of the young men
who followed him. C anadian-American- Brit ish economist Harry
Johnsonz”  once described the coming of the Keynesian revolu-
tion — which he really does not believe was a revolution, but

18. Harrod, Lye of Kgnes, p. 88.
19. The General TheoT and AfteL Part Z, Collected Wn”tings, Vol. XIII (London:

Macmillan, 1973), p. 492,
20. Johnson delivered the presidential address at the 1971 meeting of the Cam-

bridge Apostles: Richard Deacon, The Cambridge Apost~es:  A histo~  of Cambridge
Universi~’s  dite intellectual secret socie~  (London: Robert Royce Ltd., 1985), p. 173.
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rather a declaration of independencezl  — as a five-step process,

1. Attack on orthodoxy: a free market economy does not tend
automatically toward full employment.

2. Appearance of newness, yet maintaining many of the older
tradition’s ideas, but giving new names to everything.

3. Difficulty of understanding the theory, especially for men
trained in the earlier tradition.

4. A new methodology: partial aggregation, mathematics, em-
pirical relevance.

5. A handle for studying economic relationships: the con-
sumption function.

Johnson’s third point is most relevant to my discussion, and I
quote it at length: “Third, the new theory had to have the appro-
priate degree of difficulty to understand. This is a complex prob-
lem in the design of new theories. The new theory had to be so
difficult to understand that senior academic colleagues would find
it neither easy nor worthwhile to study, so that they would waste
their efforts on peripheral theoretical issues, and so offer them-
selves as easy marks for criticism and dismissal by their younger
and hungrier colleagues. At the same time, the new theory had to
appear both difficult enough to challenge the intellectual interest
of younger colleagues and students, but actually easy enough for
them to master adequately with a sufficient investment of intellec-
tual endeavor. These objectives Keynes’s General Theo?y managed
to achieve: it neatly shelved the old and established scholars, like
Pigou and Robertson, enabled the more enterprising middle- and
lower-middle-aged like Hansen, Hicks, and Joan Robinson to
jump on and drive the bandwagon, and permitted a whole gener-
ation of students (as Samuelson  has recorded) to escape from the
slow and soul-destroying process of acquiring wisdom by osmosis
from their elders and the literature into an intellectual realm in

21. Harry G. Johnson, “Keynes’s General Theo~: Revolution or War of Inde-
pendence?” Canadian Journal ~ Economics (1976); in Elizabeth S. Johnson and
Harry G. Johnson, The Shadow of Kgnzs: Undtmtandin,g  Kgmes, Cambridge and
Kgmaian Economics (Chicago: University of Chicago Press, 1978), ch. 18.
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which youthful iconoclasm could quickly earn its just reward (in
its own eyes at least) by the demolition of the intellectual preten-
sions of its academic seniors and predecessors. Economics,
delightfully, could be reconstructed from scratch on the basis of a
little Keynesian understanding and a lofty contempt for the exist-
ing literature — and so it was .“ZZ

It was this sense of overthrowing one~ eldezs almost overnight which
motivated the younger men. They mastered – or pretended to
master — the deliberately complex definitions and formulas in
Keynes’ General TheoV, and they rewrote economics to conform to
his primary proposal, which was simple enough: the State can
spend an economy into prosperity by taxing and spending and
(ultimately) by printing money. It was the age-old hope of “stones
into bread,” as Mises has observed. ‘q It fitted neatly into the plans
of the politicians in almost every nation in the late 1930’s.

The great irony today is that another group of bright, young,
mathematically minded economists has appeared. They are doing
to the graying Keynesian full professors what the incumbents did to
their predecessors four to five decades ago. The new group is
called the “rational expectations” school. The y conclude that gov-
ernment planning does not accomplish its declared goals because
individuals act to thwart the planners. This is basically the theme
of Mises and Hayek, going back to the 1920’s, but the younger
men dress up their arguments in lots of mathematics. Also, unlike
Mises and Hayek, they do not call for a roll-back of government;
they just argue that nothing the government does is likely to work
out as the planners have predicted.

This is a revolutionary idea these days. The older Keynesians
resent the idea, and they resent even more the fact that these
young whippersnappers are now beginning to gain the attention

22. Harry G. Johnson, “The Keynesian Revolution and the Monetarist
Counter-Revolution~  American Economic Review (1971); in ibid., pp. 188-89. This
devastating analysis did not appear in the original essay in the AER.

23. Ludwig von Mises, “Stones Into Bread,” in Henry Hazlitt (cd.), Critics of
K~nesian  Economics (Princeton, New Jersey: Van Nostrand, 1960).
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of the most energetic undergraduates. A “scientific revolution”24 is
in the making. Susan Lee describes the tactics of the younger
men; it is strikingly parallel to the tactics of the original Keynes-
ians in their youth. This process might well be called “the revenge
of the invisible hand”:

Sour Grapes?
Rational expectations (’latex”) has become fairly commonplace for

modeling economic behavior. Still controversial, however, are its sleek
mathematics and other assumptions. For example, according to their
critics, ratexians claim the economy will operate with all resources fully
employed and that markets will clear (sellers equal buyers at any given
price) unless government, inadequate information or bad laws interfere.

Thus, critics argue that ratexians have no contact with reality – with
a world of unemployment or unsold houses. As one nonratexian econo-
mist puts it: “Sure, they make elegant models. They just ignore messy
policy applications.”

The Keynesian old guard, in particular, feels threatened by the new
mathematical tools that have rendered their skills obsolete. They com-
plain that the techniques make for good Ph. D. theses and fast starts in
publishing academic articles, but little else. Robert Solow, for instance,
compares the appeal the esoteric math has for younger economists with
the appeal that developing the hydrogen bomb had for scientists. “Both
are technically so sweet ,“ he says.

Also, the old guard pooh-poohs the enthusiasm that rational expecta-
tions generates among younger economists. Paul Samuelson  shrugs:
“Given the low self-esteem in the economics profession, any theory is
going to get a hearing.” Others sigh that “the young have no sense.” So
they have been temporarily beguiled by the opportunity to thumb their
noses at their teachers.

Some of this carping and sniffing is just a normal reaction when the
old makes way for the new. Stanford’s John Shoven observes that the in-
creasingly sophisticated math has left the profession with “a bit of a gen-
eration gap.” That’s a nice way of saying the older chaps feel obsolete.
Chief ratexian Robert Lucas of the University of Chicago puts it this

24. Thomas Kuhn, The Structure of Scien$$c Revolutions (2nd ed.; Chicago: Uni-
versity of Chicago Press, 1970).
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way: “It hurts to see people come in with new tools when you thought
you knew every thing.”zs

But what is Dr. Vickers’ role in all this? He was one of those
young men once upon a time. He was swept into the revolution in
far-away Australia, on the fringes of the academic world. But he
was a Christian, and he did not want to abandon his faith. So he
did what evolutionists and Freudians and other members of aca-
demic guilds have done in the past: he attempted to fuse two un-
reconcilable positions. He tried to baptize the Keynesianism of his
youth. He did not decide to reconstruct the errors of youth; he de-
cided to persuade Christian scholars to accept his baptized
Keynesianism in the name of “Christian relevance .“ He tried to
herd them on board at precisely the time that the academic
world’s faith in the Keynesian paradigm had begun to fade. The
owl of Minerva once again was flying at dusk.

The “Red Curatd’

I am reminded of an earlier revolutionary generation, the era
of the French Revolution and immediately following. In those
days, the revolutionaries needed the support of clerics. They even
adopted the language of the Bible to enlist support. As Prof. Bill-
ington says: “Already in his Plebian  Manz$esto,  Babeuf had begun to
develop a sense of messianic mission, invoking the names of
Moses, Joshua, and Jesus, as well as Rousseau, Robespierre, and
Saint-Just. He had claimed Christ as ‘co-athlete’ and had written
in prison A New HistoT of the LZ~e ofJesus Christ. Most of the con-
spirators shared this belief in Christ as sans-cullotte at heart if not a
prophet of revolution. The strength of the red curates within the
social revolutionary camp intensified the need to keep Christian
ideas from weakening revolutionary dedication.”ZG

Who were these ‘red curates”? They were priests who attempted
to fuse Jesus and “the Revolution.” These men “found an almost

25. Susan Lee, “The un-managed economy,” Forbes (Dec. 17, 1984), p. 149.
26. James Billington,  Fire in the Minds of Men: Origins of the RevolutionaV  Faith

(New York: Basic Books; London: Temple Smith, 1980), p. 76.
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religious exaltation in identifying with the masses and articulating
a social ideal that went beyond Parisian politics to suggest secular
salvation .“27 They volunteered in the forces of revolution. They
sold their souls for a mess of ideological pottage. And a lot of them
lost their heads.

Dr. Vickers is not exactly a red curate. Furthermore, today’s
revolutionary (and even stodgy) humanists think they are in no
need of support from would-be red curates. The acids of human-
ism have done their work, especially in academia. But Dr. Vickers
apparently needs psychological consolation. He needs to know
that his lifetime efforts in the academic slough of despond were
not wasted. He claims to have found a treasure to share with the
rest of us untutored Christians, who still believe in such out-
moded economic principles as supply and demand, paying off our
debts, the gold standard, competition, and responsibility – indi-
vidual, familistic, and ecclesiastical. He wants us to relearn all
this, for it is antediluvian, meaning pre-Keynesian, in perspec-
tive. We must “get with it ,“ as he did when he was a young man.
We, too, must adopt the new economics of 1936. We, too, must
join gray-haired revolutionaries emeritus in their continual cele-
bration of a revolution which is now half a century old.

So he wrote Economics and Man. He announced a revolution to
tenured Christian scholars everywhere. Nobody came. Well, not
quite nobody. A few faculty members at Westminster Theological
Seminary showed up for a few of his lectures. In Australia, his
book was quietly – but unsuccessfully – promoted at Reformed
Theological College. Other than this, Dr. Vickers’ recruitment
program has been a failure.

After you finish this book, you will understand why nobody
else came.

Conclusion

When Dr. Vickers explains Van Til’s philosophy in his shorter
book, A Christian Approach to Economics and the Cultural Condition, he

27. Ibid., p. 72.
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drifts into uncharacteristic clarity, but as soon as he brings up the
subject of economics, he becomes muddled. (His longer book on
Van Til, Man in the Maelstrom of Modern Thought, is muddled, per-
haps because he was trying to be scholarly. ) Keynes suffered from
this same affliction: “clear when writing outside his field, muddled
when he got serious .“ There is a reason for this. Both Keynes and
Vickers  shared the power of competent expression, but they both
adopted the economics of confusion. Dr. Vickers’ fate is that in-
stead of remaining an amateur theologian and amateur philoso-
pher, where he occasionally shows at least a minimal competence,
he decided to write books in his chosen field of economics, in
which he defends the arguments of a charlatan. John Maynard
Keynes is a false giant who is surrounded by real pygmies. Dr.
Vickers had a choice: to join full-time the tiny throng surrounding
a real giant, Cornelius Van Til, or to join full-time the pygmies
surrounding Keynes. Sadly for him, he chose the latter.

Dr. Vickers is at war with the specific teachings of the Bible re-
garding economics. He is unwilling to abandon his youthful en-
thusiasm at being a minor participant in an intellectual revolu-
tion — a revolution which has brought the West to the brink of eco-
nomic disaster.
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NEITHER CAPITALISM NOR SOCIALISM (MAYBE)

. . . we shall argue that a well-designed and well-articulated
national policy on wages andprkesismost decided~  necessary at this
time. To argue to thecontraV is to lean too far in the direction ofa
reactiona~  economic conservatism. l

“All those who want to identify themselves as reactionary eco-
nomic conservatives, please stand up !“ I love this sort of argu-
ment. It is so . . . so utterly Keynesian.

One of the problems we face today is that self-proclaimed
Christian scholars have adopted philosophic relativism as their
intellectual foundation. They have been compromised by today’s
climate of intellectual opinio”n.  This great philosophic shift of the
past 300 hundred years - from truth to relativism– has been well
documented. Commencing with Ren6 Descartes, who hypothe-
sized a radical dualism between mind and matter, between
human understanding and mathematical precision, 2 modern man
has backed himself into a corner where he is no longer able to
ascertain what is true and is not true.  s Immanuel  Kan~s dualism
between the phenomenal realm of scientific truth and the nou-
menal realm of human ethics and freedomq was the culmination

1. Vickers, Economics and Man, pp. 179-80.
2. E. A. Burtt, The Metaphysical Foundations of Modern Physical Scisnce (Garden

City, New York: Doubleday Anchor, [1932] 1954), ch. IV.
3. William Barrett, Irrational Man: A Stdy  in Exi.stmtial Philosophy (Garden

City, New York: Doubleday Anchor, [1958] 1962).
4. Richard Kroner, Kanti Weltanschauung  (Chicago: University of Chicago

Press, [1914] 1956).
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of two millennia of philosophical debate. Today, modern man
vigorously denies that truth is anything more than a matter of
opinion, either culturals or personal.  G Even the rigor of Kant’s
cause-and-effect phenomenal realm of scientific knowledge has
been undermined by certain aspects of modern (post-Heisenberg)
physics and by modern existentialism.

G. W. F. Hegel’s unique nineteenth-century contribution to
this philosophical malaise is the idea that truth is obtained from
Kant’s dualistic world by means of a process of synthesis. All ideas
or statements (thesis) have an alternative (antithesis). Truth is
arrived at by compromising these two opposing ideas (synthesis).
The result becomes a new thesis, which in turn is opposed by its
antithesis, and the truth of the matter is again arrived at by syn-
thesis. This dialectical procedure goes on and on into the dim
recesses of the future, like the “good vs. evil” dualism of ancient
Manicheanism, for Hegel  never admitted that somewhere, at
some time, one (or more) of those theses just might be true for all
men, for all times, in all places. Not even on the day of judgment.
There is no historical day of judgment in Hegel’s system. This is
the essence of Hegel’s system, and of all other humanist systems:
no fLnalj”udgment.

Consistently Christian thinking denies such a position. Truth,
says the Christian, is not just a matter of opinion. There are
truths which are at present, were in the past, and will continue to
be in the future, true for all mankind. Such a statement depends
on the Biblical view of God and creation for its foundation. There
are three basic facts to consider. First,  God has existed from all
eternity. There is no time when He did not exist. Truth, therefore,
is not relative, but rooted in the eternal being of God. Second, all

5. Karl Mannheim, Ideology and Utopia: An Introduction to the Sociology of Knowl-
edge (New York: Harvest, [1936]).

6. Carl Becker, “Everyman His Own Historian; his presidential address to
the American Historical Association (1931), and his book by the same name
(Chicago: Quadrangle, [1935] 1966); Charles A. Beard, “Written History as an
Act of Faith; a 1933 address to the American Historical Association, reprinted in
Hans Meyerhoff (cd.), The Philosophy of HistoT in Our Time (New York: Double-
day Anchor, 1959).
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else that exists apart from God was created by Him. Truth there-
fore originates in God and not created reality. Third,  the Creator
has communicated Truth to His creation. God has spoken. A
Christian theory of knowledge rests upon the doctrines of God,
creation, and revelation. 7

Denying these three things, modern man finds himself incapa-
ble of determining what is true or false, right or wrong, just or un-
just. Nevertheless, his language is consistently couched in these
terms. We cannot have capitalism, says the socialist, for it is so-
cially unjust and inequitable. The same moral appeal is sometimes
implicitly used by the capitalist when he argues against socialism,
though more commonly, the economist defends capitalism by
means of an appeal to economic efficiency (reduced waste) and the
legitimate autonomy of the individual decision-maker. Over six
decades ago, the German sociologist and historian Max Weber ar-
gued that this dualism between humanist social ethics and market
eficiency  is inescapable.8  He has yet to be proven wrong. Hardly
any economist has even attempted to prove him wrong. Econo-
mists just ignore him.

Dr. Vickers’ “Synthesis”

In the realm of economics, the ideas of socialism and capital-
ism were once presented as the only alternatives available (thesis
and synthesis). This certainly was Karl Marx’s vision. He be-
lieved that capitalism contained the seeds of its own destruction,
and the crisis in capitalism would inevitably lead to the proletar-
ian revolution and the establishment of socialism. John Maynard
Keynes challenged this view by arguing that enlightened State
planning can overcome the contradictions of an economic order

7. Cornelius Van Til,  A Christian Theoy of Knowledge (Phillipsburg, New Jer-
sey: Presbyterian & Reformed, 1969).

8. Max Weber, Economy and Socie~ (New York: Bedminster Press, [1924] 1968),
pp. 107-13, 583-89, 635-40. Cf. Gary North, “Max Weber: Rationalism, Irra-
tionalism, and the Bureaucratic Cage,“ in North (ed.), Foundations o~ Chriktian
Scholars+: Essays in the Van Til Pers@&ve (Vallecito, California: Ross House,
1976).
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based on enlightened personal self-interest. For this reason,
Keynesian theory is rejected by Marxist scholars. But they recog-
nize the importance of Keynes’ contribution. Writes one Soviet
economist: “The importance of Keynesian theory is due above all
to the fact that it laid the foundations for macroeconomic theory, a
new department of bourgeois political economy, without which
state-monopoly regulation is now inconceivable .“9

Is this just an example of extreme Communist scholarship? 1°
Is it totally unjustified? Not if you believe Keynes. In a /ttle-
known document, Keynes admitted – indeed, bragged – that his
economic theories work far better in a system of total State plan-
ning than under a free market. His followers were for decades
completely unaware of this admission. They would have been
even more embarrassed by its place of publication: the Preface to
the German language edition of The General TheoT, which was
published in 1936 in Nazi Germany. Keynes frankly admitted:

The theory of aggregate production, which is the point of the follow-
ing book, nevertheless can be much easier adapted to the conditions of a
totalitarian state [eirm totakn  Staates] than the theory of production and
distribution of a given production put forth under conditions of free
competition and a large degree of laissez-faire. This is one of the reasons
that justifies the fact that I call my theory a general theory. 11

You can easily understand why this juicy citation is never, ever
referred to in any pro-Keynesian textbook, and rarely in narrow
monographs on Keynes. It is conveniently ignored by those few
scholars who are aware of its existence. The only economist I have
read who even hinted at Keynes’ role in promoting National Social-

9. Irina Osadchaya, From Keynes to Neoclassical Synthais: A Critical Analysis
(Moscow: Progress Publishers, 1974), pp. 7-8.

10. J. M. Letiche, “Soviet Views on Keynes: A Review Article Surveying the
Literature,” Journal of Economic Literature, IX (June 1971).

11. This was first translated by Dr. James J. Martin, and placed side-by-side
with the original German, in the libertarian periodical, Rampart Journal of Zndiuid-
ucdist Thought, III (Spring 1967), pp. 39, 41. Martin later reprinted this in his
book, Revisior& Viewpoints (Boulder, Colorado: Ralph Myles Press, 1971), pp.
203, 205. The citation now appears in the 1973 edition, in the Collected Writing~,
Vol. VII, p. xxvi.
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ism is the late Wilhelm Ropke, 12 whose works were burned by the
Nazis, and who was, more than any economist of his day, the one
most concerned about Christian values. It will be interesting to
see what, if anything, Dr. Vickers  will do with this citation. Noth-
ing, I would bet. He will hope we all forget. But we won’t. A
quote like this is unforgettable.

Drowning in “Deeper Springs”

Qr. Vicker s, a disciple of Keynes, would have us believe in
this third alternative (synthesis) in between free market capitalism
and State socialism. But he does so because he is a Christian.
First, he rejects the more common epistemological  presupposition
of free market economists, namely, that economics is a value-free
science. This is argued by Milton Friedman and Keynes, is as well
as by Ludwig von Mises. 14 Economics, says Dr. Vickers, is not a
“value-free inquiry.” Then he adopts a “mixed economy” concept
which supposedly overcomes the needless dualism of socialism
and capitalism. (He also adopts a “mixed English” form of linguis-
tic communication. )

Economic inquiry is not exhausted, or even its limits properly de-
fined, by arguments for the priority of individualism, socialism, laissez-

fiaire capitalism, or collectivism. To allow inquiry to proceed or begin on
levels corresponding to thoughtforms inherent in alternatives such as

12. “Indeed, it was his [Keynes’] fate – one in which, initially, he even ap-
peared to find some visible satisfaction and which at any rate he did not explicitly
disavow – to become the intellectual authority for economic policy in National
Socialist Germany.” Ropke, Economtc. of the Free Soci.U  (Chicago: Regnery, 1963),
p. 221. This is the English translation of the 9th German edition (1961) of his 1936
book, Die Lehre von der Wirtschaft. The Gestapo seized the book, published in
Austria, when Germany invaded Austria.

13. “Positive economics is in principle independent of any particular ethical
position or normative judgments. As Keynes says, it deals with ‘what is,’ not with
‘what ought to be.’” Friedman, “The Methodology of Positive Economics; in
Friedman, Essays in Positive Economics (Chicago: University of Chicago Press,
1953), p. 4.

14. “It is true that economics is a theoretical science and as such abstains from
any judgment of value.” Mises, Human Action: A Treattse on Economics (3rd ed.;
Chicago: Regnery, 1966), p. 10.
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these is to betray the possibility of successful and meaningful results
right at the beginning of the journey. It is to shunt the engine of eco-
nomic discovery immediately onto tracks that exit from meaning and intelli-
gibility, at least as far as the ultimate objectives of inquiry are concerned. 15

When “meaning and intelligibility” are the issue, Dr. Vickers’
style is a bit suspect. But I digress. Dr. Vickers  wants to avoid “the
tendency to equate the legi~imate  limits of economic objectives
and behavior with the narrowly defined interests of atomistic, per-
sonal, individualistic satisfactions . . .” as well as the “deeper cat-
egories behind such pragmatic expressions as the cap~talism-
socialism debate. . . . “16 After all, according to Dr. Vickers, if we
think in the area of individualism, we are ‘in danger of being trap-
ped in the fruitless morass of anarchies, exploitation, and social
disharmonies.”~7 There are much “deeper springs and motivations
of human action” than are to be found in the “capitalism-socialism
and collectivism-individualism dichotomies. . . . “la

In other words, we should not think in traditional categories of
economics. The reason why we should not think in this manner is
not stated, and unfortunately his writings do not clarify precisely
what these “deeper springs” are, or what he perceives to be the
“anarchies, exploitation and social disharmonies.” Moreover, Dr.
Vickers argues that the avoidance of these “deeper springs” also
leads to the avoidance of “the logical and ethical demands of the
notion of stewardship. . . .“1$’

Now this is an interesting method of argument on Dr. Vickers’
part. Not one concrete economic theory or Scriptural reference is
offered, yet Dr. Vickers is endeavoring to manipulate his readers’
consciences in such a way that we feel guilty for having had such a
“simplistic” view of economics: an either-or choice between capital-
ism and socialism. ~ In addition, “Economics is suddenly no longer

15. Vickers, Economics and Man, p. 3.
16. Ibid., pp. 2, 3.
17. Ibid., p. 2.
18. Ibid., p. 3.
19. L&m.
20. For further examples of argument by guilt manipulation, see David
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quite so sure of itself,”zl  the innuendo being that all economics is
unsure of itself, a sweeping generalization and most difficult to
prove. In contrast, Dr. Vickers seems absolutely sure of himself.
He expresses no doubts concerning the authenticity of the theories
he defends, despite the fact that he has abandoned the epistemological
neutrality of modern humanist economics without clear~  substituting a spe-
C$C,  concrete, Biblical law-based alternative. Yet in a single sentence,
Dr. Vickers attempts to wipe out the past two hundred years of
economic thinking, leaving the economically untrained reader
with considerable doubt as to what should, or should not, be
believed.

Conclusion

We must therefore ask: Is what Dr. Vickers says at this point
true? Is there really an alternative to the “simple” ideas of capital-
ism and socialism? More importantly, are such generalizations
given any support by the arguments Dr. Vickers offers in his
book? Does he provide a Biblical blueprint which will enable us,
as God-fearing people, to begin to reconstruct our economic world
in terms of a Bible-sanctioned and God-required alternative to both
socialism and capitalism? Or is Dr. Vickers simply “blowing
smoke”? To answer these questions, an understanding of what Dr.
Vickers presents as capitalism and socialism is necessary.

Chilton,  Productive Christians in an Age of Guilt-Man@dators (3rd ed., Tyler, Texas:
Institute for Christian Economics, 1985); cf. Chilton’s essay “The Case of the
Missing Blueprints” in The journal of Christian Reconstruction, Vol. VIII, No. 1
(Summer 1980, (Chalcedon,  P.O. BOX 158, Vallecito, CA 95251), pp. 132-154.

21. Vickers, op. cit., p. 4.
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THE HARMON.Y  OF INTERESTS

The real kernel  of the sign@ cance  of his [Kgmes~  work lies on an
essential~ methodological level, in that he gave us a new way of look-
ing at things, OL to use Schumpeterh  felicitous phrase, a new “vtiion,”
which could neuer have been achieved as long as we wore the blinkers of
the classical and neo-classical  a.rsumptions  of automatic harmonies. 1

Capitalism, laissez--aire, or the free market, is an anathema to
Dr. Vickers. “Sin . . . is abroad in the world”2 and any “theory of
automatic economic harmonies”s  cannot be expected to work.
The fact that no economist of repute in history has ever argued in
favor of automatic economic harmonies4 is no doubt beside the
point – deliberate nit-picking on the part of his critics. Dr. Vickers
also contends that the “invisible hand” doctrine of Adam Smith
implies “that the consistent pursuit of individual economic self-
interest would lead automati~a@  via the interdependent market
mechanism in the system, to the maximum benefit for society as a
whole .“s The fact that Smith did not teach such a doctrine, and
that you would be hard-pressed to find any textbook on the his-

1. Vickers, Economics and Man, p. 212.
2. Ibid., pp. 289, 355; cf. A Christian Approach to Economics and the Cultural Con-

dition, p. 119.
3. Ibid., p. 288.
4. The one exception noted in the textbooks is the mid-nineteenth-century

French pamphleteer, Frederic Bastiat. Another possible exception was the
nineteenth-century American economist, Henry C. Carey. Nobody has read
Carey, except as a historical curiosity, for a hundred years.

5. Ibid., p. 8, emphasis added; cf. p. 288.
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tory of economic thought which says that he does, is also no doubt
beside the point – deliberate nit-picking on the part of his critics.

This is the problem the serious reviewer has when he tries to
take Dr. Vickers at his word. You think through what he has
plainly written, and if you know anything at all about economics,
or the history of economic thought, you realize that what he has
written is such utter nonsense that it is inconceivable that he could
have written it, except that he did. You reread it, just to make
sure. Yes, he really wrote it. So you point out that what he has
written is utterly wrong. And then you almost hear him saying,
‘Picky, picky, picky.”

Dr. Vickers never sits quiet. He keeps compounding his
errors. “These classical economic notions — the invisible hand and
the guarantee of automaticjid  utilization of the resources of the nation
and thus the maximization of economic welfare — quickly solid-
ified into a firm orthodoxy.”6  As an analytic hypothesis, yes, this
notion did become orthodox, but economists always knew that
this was simply a hypothetical model, not a perfect description of
reality. They were discussing what they have long called equili-
brium, which is defined as the way the world of economic exchange
would operate Z# all participants possessed perfect knowledge of
the present and the future. Economists all know that such a world
can never exist. So did the classical economists. Keynesians also
use equilibrium models, as do all humanist economists, which Dr.
Vickers knows very well. But Keynesian critics of free market
economists have a tendency (“other things being equal”) to chide
classical economists for holding a position which none of them
ever held — a bit of historical deception which makes the highly
questionable “new economics” of Keynes less costly to sell to naive
undergraduates.

It is not only the classical economists who, according to Dr.
Vickers, believed that “the economic system would automatical~
equilibrate . . . at a position of maximum economic welfare .“7 He

6. Ibid., pp. 10, 11, emphasis added.
7. Ibid , p. 8, emphasis added; cf. pp. 136, 147, 195.



The Harmony of Interests 41

warns his readers that there are “schools of economic thought
which tend to rely on the classical and neo-classical  assumptions
of underlying and inevitable harmonies in the economic system.”a I
wonder who he has in mind. The Austrian economists? The
Chicago economists? Or even worse, the dreaded Christian Re-
constructionist economists?

Here is a description of Dr. Vickers’ perception of laissez-faire,
or capitalism, and, more importantly, Adam Smith’s “invisible
hand” metaphor. We should note, in addition, that Dr. Vickers
uses this conception of “automatic harmonies” to berate Gary
North for his argument that the interest rate is the “equilibrating
device” between savings and investment. “Here, at the beginning
of an attempt to construct a Christian perspective on economic
analysis and policy, a total capitulation is made to the classical no-
tion that whatever part of the nation’s income is saved will auto-
matically flow into ~nvestment. . . . But to assume they will neces-
sari~  and automatical~  be re-employed  in the manner suggested is
to betray economic analysis before it gets under way, and before it
has a chance even to ask the really meaningful questions of social
and economic significance. Such a procedure is declaring a Chris-
tian economics bankrupt before its real mission can even begin .“9

After all, he goes on, “laissez-faire could not be expected, from
a Christian perspective, to produce the generalized beneficial
results which might be hoped for from it. Considerations of greed,
rapacity, selfishness, monopoly, and exploitation, as indeed the
sheer difficulties of adjustment of complex economic mechanisms,
might be expected to keep on getting in the way.”lo

There is one crucial problem with these comments of Dr.
Vickers regarding the classical economists’ defense of capitalism:
they are not an accurate interpretation of classical economic theoy  This
leads him to another problem: DZ North has never relied on any such
notions of automatic harmony either. To prove this to ourselves, and to

8. Ibid., p. 265, emphasis added; cf. pp. 195, 212, 350.
9. Ibid., p. 27.

10. Ibtd., p. 9.
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get a better understanding of the extent of the reliability of Dr.
Vickers’ rhetoric, we need to evaluate the historic accuracy of his
accusations in greater detail.

“Automatic Harmony”

Consider Dr. Vickers’ claim that Adam Smith and the classical
economists taught an “automatic harmony” theory. The objection
here is with the word “automatic,” for this gives the connotation of
being self-propelled or self-motivated, as if there is something in-
herent in a laissez-jaire  economy that acts in accordance with, and
at the discretion of, its own volition. This, however, is not what
Adam Smith, or those following him, meant by the metaphorical
expression “invisible hand .“ The evidence for this is in Dr. Vick-
ers’ book, in the quotation he gives from Smith’s Wialt/z  oJNations.
It is only necessary to look at the final sentence of that quotation
to show Adam Smith had no concept of an “automatic” economic
system. “By preferring the support of domestic to that of foreign
industry, he [the individual] intends only his own security; and by
directing that industry in such a manner as its produce maybe of
the greatest value, he intends only his own gain, and he is in this,
as in many other cases, led by an invisible  hand to promote an end
which was no part of his intention.”11

It is often suggested that laissez-faire implies that all actions that
are motivated by self-interest promote the well-being of society as
a whole. This charge cannot be sustained against Adam Smith,
however. Elsewhere, in his book The TheoT  of Moral Sentiments, 12
Smith argues there are actions which could be harmful to society.
An unbridled “virtue of selfishness” cannot be found in the writ-
ings of Adam Smith.

Dr. Vickers appears so preoccupied by the phrase “invisible
hand” and his assertion that this means “automatic” or “inevitable

11. Adam Smith, Wealth of Natiow,  1776 (New York: Modern Library, ed.
Edwin Cannan, 1937), p. 423, quoted in Economics and Man, p. 10, emphasis
added by Vickers.

12. Reprinted by Liberty Press, Indianapolis, Indiana.
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harmonies” that he overlooks Smith’s contention that industry is
directed in such a manner that “its produce maybe of the greatest
value .“ In other words, Adam Smith is saying that it is the projt
motive which influences and controls the free market. Contrary to
Dr. Vickers’ claim, this is not an “automatic” harmony theory but
simply a statement which says if a person wants to make the maxi-
mum profit, he does so by serving the best interests of the con-
sumers he intends to supply, and the better way of serving poten-
tial customers is to produce quality goods at as low a price as is
profitable. In this manner “public interest” is promoted, as an at-
tempt is made to obtain maximum use of resources.

To illustrate, a farmer who is able to increase his wheat yield
from three to five tons an acre usually does so with the purpose of
making “greatest value” — that is, greatest profit — from the use of
his land. At the same time, he serves the public interest by pro-
ducing more food, the additional supply of which has a tendency
to reduce the price of wheat.

Smith was well aware that groups of producers might band
together and attempt to promote their own interests against the
public interest. He criticized “that exclusive corporation spirit
which prevails in them. . . . “13 Here is the man who wrote that
“The government of an exclusive company of merchants is, per-
haps, the worst of all governments for any country whatever.”14
This is the man who wrote some of the most famous lines in the
history of economic thought regarding the evil intentions of mer-
chants: “People of the same trade seldom meet together, even for
merriment and diversion, but the conversation ends in a conspir-
acy against the public, or in some contrivance to raise prices .“i5

I am not saying that Dr. Vickers has never sat down and read
Smith’s Wealth of Nations cover to cover, as any professional class-
room economist should do several times during his career. I am
not saying that he has never read Smith’s Theory of Moral Senti-

13. Wealth of Nations, p. 429.
14. Ibid., p. 537.
15. Ibid., p. 128.
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ments.  What I am saying is that he doesn’t think that his readers
have ever done so, and he therefore expected to be able to get
away with academic murder at low or zero cost.

Now, what about Dr. North? Has Dr. North ever relied on the
concept of automatic harmonies in the free market society? He
devotes an entire chapter of his book, The Dominion Covenant:
Genesis to this very problem, “The God-Designed Harmony of In-
terests .“ He says very clearly that before man’s fall into sin, there was
a universal harmony of economic (and all other) interests. Not so
after the Fall. What the free market does, he argues, is to provide
economic incentiuesfor men to cooperate uokntan”~. It does not automat-
ically create this tendency. It simply puts economic penalties on
fraudulent and violent behavior. He makes his views quite plain:

It must be understood that the biblical doctrine of the harmony of
interests is not the same as the one which has been used in the past by
humanists in their defense of the free market. Actually, modern defend-
ers of the market do not use such an argument, although socialists and
Marxists sometimes attribute such an argument to them. A few econo-
mists of the nineteenth century, most notably the pamphleteer, Frederic
Bastiat,  argued along these lines, but not many economists have. It is
the willingness of free market economists to recognize the innate dishar-
mony of interests that has led them to extol the benefits of the market as
a system of coordination. 16

Dr. North then devotes two pages to citations from Wilhelm
Ropke, the free market economist. Ropke challenges the whole
notion of an innate harmony of interests. Dr. North summarizes
his position:

Ropke  concerned himself with the problems of society, not just with
the more narrow sphere of economics. He was convinced that it is naive
and misleading to base one’s defense of the market on the hypothetical
ability of the market to cleanse itself of all fraud, monopoly, and coer-
cion. He did not believe that the market economy is, in his words, “a

16. Gary North, The Dominion Covenant: Genesis (Tyler, Texas: Institute for
Christian Economics, 1982), p. 94.
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self-dependent cosmos ,“ or a truly “natural order.” 17 Producers want the
highest prices possible for their goods or services, while the buyers want
the lowest prices. There is a disharmony of interests apart from the
mediating influence of the competitive free market, he concluded.
Beware of those seeking monopolistic power. But the easiest way to
achieve monopoly, he knew, is to gain the assistance of the civil govern-
ment. If you wish to release the underlying disharmony of interests, he
said, all you need to do is unleash the monopolistic powers of the civil
government. What he described as the enemy of the harmony of inter-
ests, the enemy of a market-produced, competition-produced harmony
of interests, is precisely the statist system which has been constructed by
those who ridicule the market’s form of competition, who ridicule the
idea of a competition-produced harmony of interests. 1s

While Dr. North wrote these words in a book published six
years after Economics and Man, there was no indication in his ear-
lier writings, especially in An Introduction to Christian Economics,
that Dr. North ever held to a Bastiat-like version of the harmony
of interests. Since no economist of the twentieth century has ever
argued for the innate harmony of interests, why should Dr. Vick-
ers have imagined that Dr. North did?

What No~th argues is that in order to reduce the disharmony
of sellers vs. buyers, we need a broad, open free market in which
‘sellers compete against sellen  ,“ and “consumen compete against consum -
ers.”19 What he extols is competition within a framework of Bib-
lical law. This seems to be what has most outraged Dr. Vickers  –
not that Dr. North is some sort of anarchistic defender of a har-
monious zero-civil government society, but that he and Rev.
Rushdoony are proponents of a social order in which the civil gov-
ernment enforces Old Testament legal sanctions. I assume that
Dr. Vickers wrote Economics and Man with the intention of leading
his readers to his conclusions. His concluding chapter is a de:
nouncement of Rushdoony’s Institutes of Biblical Law. He refers
specifically to Rushdoony’s position as “a defect on the level of

17. Wilhelm Ropke, Civitar Humana  (London: Hodge, 1948), p. 49.
18. North, The Domimon  Covenant: Genesis, p. 95.
19. Ibid., p. 224.
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teleology.”z”  In short, Dr. Vickers recognized very clearly that
North was not an advocate of the innate harmony of interests as
the foundation of a free market social order. Had Dr. North be-
lieved in such a defense, he would never have adopted his views on
the necessity of the civil government’s enforcement of Biblical law.
But if Dr. Vickers recognized this, why does he argue the opposite?

There are three possible answers to this question. First, Dr.
Vickers chooses not to read carefully. In short, he is lazy. Second,
Dr. Vickers tries to read carefully, but he is unable to do it. In
short, Dr. Vickers is a mental incompetent. Third, Dr. Vickers
self-consciously parodied Dr. North, just as he self-consciously
parodied Adam Smith and the classical economists. In short, Dr.
Vickers is: 1) a lazy scholar, 2) a mental incompetent, or 3) a
knave.

I doubt that he is lazy; he has not only read lots of insufferably
dull academic tomes, he has even gone to the trouble of writing
several of them. The turgidity of his writing style does indicate
mental incompetence, but his determined inability to state his
opponents’ position accurately, or even give a standard college
textbook account of their beliefs, indicates his self-conscious dis-
torting of rival viewpoints. What any C+ grade average upper
division economics major knows is not true, Dr. Vickers tries to
palm off as standard knowledge.

In short, the man cannot be trusted. Whether his weakness is
primarily intellectual or moral, the reader should decide for him-
self after finishing this book and then by rereading (if it seems
worth the effort) Dr. Vickers’ two “Christian” economics books.

Conclusion

There was indeed a God-designed harmony of interests prior
to the Fall. After the rebellion of man, the ground was cursed
(Gen. 3:17-19),  and other changes took place. The ethical goal of
the institutional reconstruction of society still exists. We are to
work to build a society in which the harmony of interests is @ogres-

20. Vickers, Economics and Man, p. 358.
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sive~ restored. The death of Christ and His resurrection has made
such an effort meaningful and possible.

One aspect of this restoration is the creation of civil law which
respects the private property of all law-abiding people. The free
market is society’s most effective institutional means of putting a
price tag on non-cooperation. It puts a premium on harmony and
places economic restraints on those who violate social harmony. It
cannot eliminate disharmony, but it enables all participants to bid
for the cooperation of their neighbors. The defense of the free
market must not be in terms of an innate harmony of interests in a
fallen world; on the contrary, its defense rests on the theoretical
accuracy and historical reality of the potential for economic
growth and personal advancement of those who cooperate
through voluntary transactions in a free market society.

The State is not to become a primary owner of goods and ser-
vices. Combined taxes of all levels of civil government are to be
kept under the level of the tithe, meaning under ten percent of in-
come. The State is to be shrunk radically. In short, we are to seek
deliverance from today’s Egypt. Keynes is one of “Egypt’s” major
economists. (Marx is the other. ) If Dr. Vickers were well-known
and influential, he would be, too. But he would be employed as a
taskmaster’s agent, to calm the people in bondage. He would tell
us that we are actually in the promised land, and that any talk of
freedom from bondage is the heresy of those who would lead them
into the wilderness to die. In the wilderness, there are no leeks, no
onions, and no State welfare checks.
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CREATION AND CAPITALISM

Men are constituted, in short, in such a way as to minimize the
expectation that, Zf left to itse~, the economic sociep  could function
with that natural harmony of interests which we have seen the classical
economists and their latter-day intellectual progeny to suppose. Per-
sonal freedoms, individual n“ghts,  the dignity of man, and the accord-
ance of liberp  to hopeful~  responsible se~-interest, can al! too easi~
degenerate into an economic anarchy. The Christian proposition,
espoused on the sanction of clear scriptural prescription, that the state
has been “ordained by God” for the restraint, correction, and punish-
ment of evil, has as positive and pervasive an application in the eco-
nomic sphere as in other more readily acknowledged realms. 1

We have already seen that Dr. Vickers’ claim that the classical
economists, let alone Dr. North, relied on a concept of the innate
harmony of interests is a false claim. This misrepresentation also
undergirds his 1982 book on economics. Since he persists in cling-
ing to this misleading historic summary, it must be important for
his overall argument. It is an argument which cannot be sus-
tained. He begins with a false premise. Now he wants us also to
believe that economic anarchy looms because the State – meaning
politicians and safely tenured bureaucrats – has a positive role to
play in economic planning, in order to avoid “an economic anar-
chy.” This conclusion, he says, is in accord with Paul’s letter to the
Remans, chapter 13, verse 1 and following.

1. Vickers, Economics and Man, p. 73.
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Creation and Providence

To reply to Dr. Vickers, we need to know the origin of the capi-
talist system. First, the Christian economist can and must argue
that the world is not based on chance. It was created by a God
who is not the author of chaos but of order and harmony,” and He
controls whatsoever comes to pass. It is presently sustained by
that God providentially.

Second, the Christian economist should be wise enough to say
that economics is the study of sinful human beings and the actions
they take to improve their well-being. Homo sapiens is made in the
image of God, and is a thinking and intelligent being. His actions
are though@i  actions even though we admit that increased knowl-
edge can influence the way man will act. His actions are @@ose-
fil, just as God’s actions are. In principle, we can say that all
human action is purposeful. Whether a particular action will
achieve its aim, however, is another question. Whether it is mor-
ally good or morally evil is also another question.

Third, individual human actions fall within a higher, overall
plan. They do not happen by chance, but fall within the counsel
and providence of the Creator (Eph. 1:11). The capitalistic system
has been defended in the past without reference to God and His
eternal decrees, the reason being that laissez-faire economists have
adopted a self-consciously secularized version of the doctrine of
providence, with the impersonal market substituting for a person-
alistic social order.2 This does not mean that free market defend-
ers are necessarily wrong in all that they say, for Christian roots
run deep in market  theory. Some economists have understood
how influential historically the Biblical arguments concerning
providence were for the economists’ concept of economic order.3
What I am arguing, following Gary North’s lead, is that laissez-

2. See R. J. Rushdoony, The Roots of Injation  (Vallecito, California: Ross
House Books, 1982), p. 67 R.

3. Jacob Viner, The Role of Providence in the Social Order: An Essay in Intellectual
Histoty (Philadelphia: American Philosophical Society, 1972). Sadly, Dr. Viner
did not live to complete this introductory study.
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faire theory is closer to Biblical truth than other economic systems
are, for reasons which will be discussed throughout this book —
reasons denied by Douglas Vickers.

Moreover, if all action is purposeful action, we can safely con-
clude that the essential difference between a laissez-faire economic
system and any other economic system comes down to the way
individual human actions are viewed. The essence of free market
theory is that individuals should generally be left to themselves to
determine and pursue their own goals. The market in principle
honors Philippians 2:12: “Work out your own salvation with fear
and trembling.”

Is the Free Market Random or Disorderly?

This reliance on individual decision-making is far from saying
that the market is chaotic, contrary to the Marxists and socialists.
The market is orderly. What the socialists refuse to admit is that
there is a bottom-up, decentralized order in economic affairs. It is the
interaction of voluntarily choosing individuals which produces
economic order, if they are operating under a system of private
ownership and laws against violence and fraud.4  The actions of
individuals have consequences. There is nothing “automatic”
about this, nor does it possess some magical quality. It is merely a
recognition that people act a certain way under given circum-
stances; they act in their own best interests as they perceiue  them.

A laissez-faire system is not uncontrolled in the sense that Dr.
Vickers implies when he states that if left to itself, the market will
“gyrate uninhibitedly and randomly of its own accord .“s Far from
being uncontrolled, the market is governed by the subjective val-
uations of all buyers and sellers, as manifested in their actual deci-
sions to buy and sell. (Remember, buying is always selling, and
vice versa. ) Individual subjective valuations, and the actions
resulting from these valuations, control the free market economy.

4. F. A. Hayek, The Constitution of Lib.@ (Chicago: University of Chicago
Press, 1960).

5. Vickers, op. cit., p. 234,
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This intellectual defense of this market process has been known to
professional economists for over a century.G

Marxk  Argument

To call the free market “economic anarchy,” or to say that it is
a “rampant and potentially anarchic individualism,”T  is mere
hyperbole on the part of Dr. Vickers.  It was also hyperbolic on the
part of Karl Marx, in Das Kapital  (1867), when he argued that the
“anarchy in the social division of labor” required an “authoritative
plan” to bring coherence.s  It was equally hyperbolic when Freder-
ick Engels, the co-founder of Communism (Marx’s associate), ar-
gued the same way in 1877: “The contradiction between socialised
production and capitalistic appropriation now presents itself as an
antagonism between the organisation of production in the individual work-
shop and the anarchy ofproduction  in society general@”g Hyperbole is not
economic analysis.

I am of course not arguing that Dr. Vickers is a “closet Marx-
ist.” What I am arguing is that there is a familiar theme in the
writings of those who propose that the State’s bureaucrats serve as
overall planners for the market, whether socialists (State owner-
ship of the means of production), fascists (private ownership with
State control), or interventionists (State manipulation of the econ-
omy through taxation, spending, and monetary policy). They all
come to the market with a built-in bias, which in turn is based on
a view of God and His creation. They assume that “rationalism” is
essentially a top-down phenomenon. They assume that anything
which is not top-down rationalism is essentially irrational. It is
this perspective, which F. A. Hayek has battled for over four dec-

6. Carl Menger, Principles of Economics (New York: New York University
Press, [1871] 1981), pp. 114 ff.

7. Vickers, op. cit., p. 125; cf. p. 190.
8. Marx, Capital (Modern Library edition, reprint of the 1906 edition), pp.

391-92.
9. Engels, Socialism: Utopian and ScientiJc  (New York: International Publishers,

1935), p. 61. This was an extract from En gels’ book, Herr Eugen Diihringk  Resolu-
tion in Science (Anti-Diihting),  published in 1877.
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ades, 10 which Dr. North has called the mythology of Darwinian
central planning. i‘

Former U.S. Secretary of Defense Robert McNamara  has ex-
pressed this viewpoint forthrightly: “Some critics today worry that
our democratic, free societies are becoming overmanaged. I
would argue that the opposite is true. As paradoxical as it may
sound, the real threat to democracy comes not from overmanage-
ment, but from undermanagement. To undermanage reality is
not to keep it free. It is simply to let some force other than reason
shape reality. That force may be unbridled emotion; it may be
greed; it may be aggressiveness; it may be hatred; it may be ig-
norance; it may be inertia; it may be anything other than reason.
But whatever it is, if it is not reason that rules man, then man falls
short of his potential. Vital decision-making, particularly in pol-
icy matters, must remain at the top.~~12 perhaPs the most eloquent

critique of the results of McNamara’s dedicated top-down ration-
alism is chapter 12 of David Halberstam’s  masterpiece on the
Johnson Administration’s handling of the Vietnam War, The Best
and the Brig/zte~t  (1972).

Also notice McNamara’s concern with “greed.” We shall be
confronted with this theme again, when we examine Dr. Vickers’
defense of Keynesian interventionism.

Interest Rates and Market Decisions

Dr. Vickers is concerned about the “anarchy” of the free mar-
ket. He has not taken seriously the idea that there is another kind
of rationalism, the rationalism of voluntary cooperation in a pri-
vate property social order. He refuses to acknowledge thej%ee  mar-
kett integration of decentralized individual economic plans as the primary

10. Especially in his book, The Counttr-Revolution  of Science (Indianapolis,
Indiana: Liberty Press, [1952] 1979).

11. Gary North, The Dominion Covenant: Gene-ris  (Tyler, Texas: Institute for
Christian Economics, 1982), Appendix A, “From Cosmic Purposelessness to
Humanistic Sovereignty.”

12. Robert McNamara, The Essence of SecuriQ: Rg?ectiom  in Oj?ice  (New York:
Harper & Row, 1968), pp. 109-10.
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institutional source of a society’s productivity. We see this same
“analytical myopia” (to borrow a phrase Dr. Vickers uses to
describe his opponents 13) when Dr. Vickers deals with Dr. North’s
comments on interest rates being the “equilibrating device” be-
tween savings and investments. 14

We need to understand in advance how important the ques-
tion of interest rates is. It is the central phenomenon in guiding
men’s decisions to save or spend. No other problem is more im-
portant to solve for the overall economy – the “macroeconomic
problem” – than this one. Prof. Roger Garrison has pointed this
out. “The market’s ability to solve this more global coordination
problem – conventionally conceived as the problem of coordinat-
ing savings decisions with investment decisions — has always been
the central issue in macroeconomics.” 15

The Discount of Future Asset Value

Before launching into a discussion of interest rates, we need to
ask ourselves a few basic questions? Are men omniscient? Are
men immortal? Are men limited in time and space? Do men live
in a world of scarcity, defined as a world in which they cannot get
everything they want at zero price? Do men have to make deci-
sions about what they want? Do they make trade-offs, decisions to
take more of one scarce resource and less of another? Isn’t it legiti-
mate to describe economic decisions as the voluntary exchange of
one set of historical circumstances for another? Finally, is this eco-
nomic decision-making Purposejid?

If we see man as limited, mortal, and constrained by time and
scarcity, we then have to ask ourselves another question: How do
we evaluate the fhre? Do we value a future asset as highly as we
value the same asset right now? Obviously, we don’t. In the exam-
ple Dr. North is fond of using, if you were to win a brand-new,

13. Vickers, Economics and Man, p. 248; cf. pp. 76, 178, 190.
14. Ibid., p. 27.
15. Roger Garrison, “A Subjectivist Theory of a Capital-using Economy,” in

Gerald P. O’Driscoll,  Jr. and Mario Rizzo, The Economics of Time and Ignorance
(London: Basil Blackwell, 1985), p. 170.
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tax-free Rolls-Royce automobile, but you were given a choice of
delivery date either today or five years from now, which delivery
date would you choose? You would choose today. Why? Because
you discount the value offuture goods and seruices.

Another example he uses: If you decide to buy a farm which
will produce a net return of one ounce of gold per year for a
million years, will you pay a million ounces of gold for it today?
Obviously not. Why not? Because you do not value that millionth
ounce of future gold as highly as you value the millionth ounce of
today’s gold. Think about this. It is really a very simple concept.
If you agree that the example is correct, then you should not fight
the additional insight that you do not value the hundredth ounce
of future gold as highly as you value today’s hundredth ounce.

You now understand why there must always bean interest rate. The
rate of interest is basic to life. Even in a risk-free world (which
ours isn’t ever going to be) and an inflation-free world (which it
isn’t today), there will still be a rate of interest. This “originary”
rate is simply the discount which we impute (app~  mental~)  to the value
offuture goods in contrast to those same goods in the present. Put simpler,

“a bird in hand is worth two in the bush, depending on how long it

takes us to get to the bush.” An ounce of gold today is worth more

to us than an ounce of gold in the future.

What I am getting at is simple enough: we plan for the future.

We make decisions about the future. Everyone does. How do we

assess the profitability of giving up a scarce economic resource to-

day in order to receive a return on the investment in the future? If

I am future-oriented (as Christians should be), then I will give up

today’s asset (save it, meaning invest it) for a lower rate of return

in the future than a present-oriented person would demand. Dr.

North gives the example of Esau, who was so present-oriented

that he sold his birthright for a mess of pottage. 16

How can a society plan for the future? How do people make

intelligent, efficient decisions concerning how much to give up
and how much to consume now? People look at the prevailing rate

16. North, The Dominion Covenant: Genesis, pp. 182-83.
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of interest on investments of varying time and risk, and they
decide either to invest or spend on consumer goods and services.
Either they choose ji.dure goods or present goods. There has to be
some indicator which tells rational, purposeful people whether it
is to their advantage to invest or spend. Dr. North says (following
the “Austrian School” economists) that market interest rates guide
people in their time-oriented economic decisions, and that these
various rates are the product of men’s shifting time-preferences in
the market place. While each decision-maker faces objective market
rates of interest, some pezsonal, subj>ctiue  rate of interest discounts
the future value of assets in his decision-making, with or without a
published rate of interest in some newspapel.

If the prevailing available return on his money is higher than
his subjective rate of time-preference, he will invest the money,
thereby foregoing the benefits of immediate consumption. The per-
son with lower time-preference (a comparatively high valuation of
the future) lends money to people with higher time preference (a
comparatively low valuation of the future). Each person buys what
he prefers. One person buys the present use of assets and gives up
even more future assets, while the other sells present assets in order
to receive even more future assets. These people get together as a
result of their own profit-seeking search, and the “searchlight” they
use to locate each other is the market rate of interest.

If this sounds simple enough, it is because it is simple. If Dr.
Vickers’ discussion sounds complex, it is because it is confused.
This confusion was also basic to Keynes’ discussions of the inter-
est rate.

The Keynesian View(j) of In@rest

To understand Dr. Vickers’ deliberate misrepresentation of
Dr. North’s position, it is only necessary to refer to Dr. Vickers’
quotation of Dr. North. “The rati of interest is supposed to act as an
equilibrating device. . . .”17 Now, when Dr. Vickers concludes that

17. North, Introduction to Christian Economics, p. 63, quoted in Economics and
Man, p. 27, emphasis in original.
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Dr. North is incorrect in assuming the interest rate for loans
would act “automatical~  and “necessary@,”  Dr. Vickers makes an er-
ror. Dr. North did not say the interest rate would “necessari~ and
automatical@”  bring a balance between savings and investments.
What Dr. North did say is that the interest rate is “supposed to act”
(emphasis added) as the equilibrating device. What Dr. North
stresses throughout his economic writings is what all “Austrian
School” economists stress: the key element in all economic actions
is future-oriented, profit-seeking, uncertainty-bearing entrepwneur-
ship. There is nothing automatic about entrepreneurship.’s

Dr. Vickers’ contention that Dr. North has presented a “bank-
rupt” economic theory is dependent upon his own misstatement of
Dr. North’s position. When Dr. Vickers later admits that the in-
terest rate is the determining factor in savings and investment, we
may begin to suspect even more his allegations against those he is
arguing against. For, in suggesting economic policies from the
Keynesian perspective, Dr. Vickers states that finance can be
made “more difficult to obtain” by allowing “the interest rate to in-
crease .“ An ‘increase in interest rates . . . may render unprofit-
able and no longer economically worthwhile certain investment
projects which would otherwise have been undertaken.” 19 In other

words, the interest rate does influence savings and investment.
This is what Keynes believed, too.zo

How Dr. Vickers can reconcile this with his earlier assertion
that “the level of national income” is the “equilibrating device”21 is
impossible to ascertain, for he does not seem aware that he has
offered two contradicto~  theories regarding savings and investment
and what determines the balance between them. Dr. Vickers has
first of all argued that the national income is the equilibrating device

18. Israel M. Kirzner, Competition and Entrepreneurship (Chicago: University of
Chicago Press, 1973); Kirzner,  Paception,  Opportuni~,  and Projit (Chicago: Univer-
sity of Chicago Press, 1979).

19. Vickers, op. cit., p. 261.
20. Thomas Sowell,  Say’s Law: An Historical Ana@s  (Princeton, New Jersey:

Princeton University Press, 1972), pp. 207-8.
21. Vickers, p. 29.
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between savings and investment, and then later suggests that intirest
rates ought to be manipulated to make some projects unprofitable.

Which is it, “national income” or “interest rates”? He does not
provide an explanation of exactly how a broad aggregate such as
“national income” would equilibrate (adjust) investments and sav-
ings. What he refuses to accept is the assertion by Dr. North and
economists such as Mises and Hayek that we must begin our eco-
nomic anal ysis with the decisions of acting individuals. We must
begin with a discussion of Purposejid  human behavior. Obviously,
“national income” does not “decide” what to invest or where. “Na-
tional income” does not go down to his friendly local bank and
make a deposit. But it is quite clear how the interest rate adjusts
individuals’ decisions concerning spending, saving, and investing.
If certain projects are expected to be unprofitable because the ex-
pected rate of profit will not be high enough to repay the investors
or lenders, people will not invest in them or loan money to them.
If the rate of interest (the so-called “rate of return on capital”) is
higher than the project is expected to produce, the rational indi-
vidual will put his money elsewhere. This is the logical reason
why Dr. Vickers sometimes uses the interest rate as an explan-
atory tool in economic analysis. Thus, Dr. Vickers is saying that
interest rates will sometimes act as an equilibrating device be-
tween investment and savings. 22 Why not all the time?

If all this sounds muddled and confused, this is because Dr.
Vickers is muddled and confused. He has adopted the analysis of

22. Interest rates affect savings in the same manner, for example, that the
price of computers affects their purchase. People do not buy because of price.
They buy a computer because they perceive that what they gain will be of greater
benefit than what they hand over in the transaction. The price is the result of the
exchange between buyer and seller. Similarly, the determining factor in what
amount will be saved is really the prefimwce people have between present and
future consumption, between using an economic commodity now, or putting off
its consumption until a future date. The interest rate is the result of the valuations
which both buyers and sellers make of the time period involved. The interest rate
allows subjective preferences (valuations) to be calculated in economic terms.
See W. H. Hutt, The Kcyrzestin Episode, pp. 235ff. On subjective valuation, see
especially Ludwig von Mises, Human Action: A Treatise on Economics (3rd ed.;
Chicago, Illinois: Regnery, 1966), ch. 11; on interest, see chapter 19.
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Keynes’ General Theoy, which was deliberate~  muddled and con-
fused. Dr. North’s observation is insightful: Keynes in his early
writings was clear and concise, yet the General Theory is obscure to
a fault, as his followers admit. There has to be a reason. His
guess: Keynes wanted to become obscure, the better to hide the
anomalies and outright contradictions of the General Theoy.zs

Has Greed Destroyed the Case for Capitalism?

There is an additional accusation by Dr. Vickers that histor-
ical facts “belied the theory”zA of the classical economists because
“greed, rapacity, selfishness, monopoly, and exploitation,”~  as well
as the complexity of the economic system, kept getting in the way
of the free market. Unfortunately, Dr. Vickers does not bother to
say whose “greed, rapacity, selfishness . . . and exploitation” dis-
turbed the system. He also does not explain how their “greed,
rapacity, and selfishness” got in the way of the free market. It is not
the fact that people are greedy (how defined?) or rapacious which
is significant. What is important is how their particular form of
greed or rapaciousness overcame the institutional restraints of pri-
vate property, competition, and law enforcement against fraud
and violence in spect$c  histon”cal instances.

Irrespective of this silence, his claim that ‘a pure and untram-
meled state of economic laissez-faire has never existed or been able
to exist”2G  means he has undermined his own contention that
“facts” have disproven laissez-faire theory. Simply put, if laissez-faire
never existed in history, then how did the “facts” overcome it?

Here we get to the old “bait and switch” technique which has
been so important in the intellectual arsenal of capitalism’s critics
over the years. First, you tell people that what capitalism’s de-
fenders claimed for jx.we  theory was also claimed by them for the
historical manifestations of capitalism. Next, you tell them that

23. Gary North, Moses and Pharaoh: Dominion Rehgion  vs. Power Rehgion  (Tyler,
Texas: Institute for Christian Economics, 1985), p, xviii, footnote 17,

24. Vickers, op. cit., p. 8 .
25. Ibid., p. 9.
26. Ibid., p. 10.
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the unpleasant facts of the real world overcame the imperfect real
world manifestation of the capitalist model. Then you conclude
that this unpleasant sin-filled reality refutes the theory of capital-
ism. And, just to make the whole argument irrelevant, you top it
off with the observation that capitalism has never really existed
anyway, implying that it is just too utopian for any society to
adopt it.

Well, not to put too fine a point to it, they are starving in
Marxist Ethiopia, and they aren’t in any capitalist society. Social-
ist ideologues might reply that this is “too crass” an argument. I
am trying to compare apples and apples (actual societies). Unfair,
they shout. What I should be comparing is apples and oranges —
socialism’s ideal theory vs. real world capitalism’s sin-filled per-
formance. That is what they always compare, and what is good
enough for them had better be good enough for all of us.

Any classical economist would agree with Dr. Vickers that an
unhampered free market has never existed, if only because the
‘greed, rapacity, selfishness . . . and exploitation” of government
bureaucrats and special-interest groups (farmers, trade unionists,
manufacturers, importers, Keynesian economists, etc. ) have been
State-legislated obstructions to the operations of competitive markets.
The classical economists would say that the lack of a free market is
precisely the problem.

Let us freely admit that people are greedy, rapacious, and just
plain unpleasant. They are sinners in rebellion to God. Why
should we expect sinners to be all sweetness and light with each
other, people made in that hated God’s image? The question is:
What kind of social  order channels menk  sin@ motives into productive
eforts that serve their neighbors? It was the insight of Adam Smith in
1776 that the free market order is the most effective device to turn
evil motives into productive efforts. We should begin with men’s
self-interest if we wish to get them to serve us. We should there-
fore start with the assumption of the depravity of man. Very early
in The Wealth  of Nations, Smith wrote his classic lines:

But man has almost constant occasion for the help of his brethren,



God’s Creation and Capitalism 61

and it is in vain for him to expect it from their benevolence only. He will
be more likely to prevail if he can interest their self-love in his favor, and
shew them that it is for their own advantage to do for him what he re-
quires of them. Whoever offers to another a bargain of any kind, pro-
poses to do this. Give me that which I want, and you shall have this
which you want, is the meaning of any such offer; and it is in this man-
ner that we obtain from one another the far greater part of those good
offices which we stand in need of. It is not from the benevolence of the
butcher, the brewer, or the baker, that we expect our dinner, but from
their regard to their own interest. We address ourselves, not to their hu-
manit y but to their self-love, and never talk to them of our own necessi-
ties but of their advantages.zp

Notice that Smith said that we do not expect help from our
neighbors “from their benevolence on~.” Yes, it is true that they
may occasionally lend a helping hand, but it is more often that
they will help a lending hand. The borrower is servant to the
lender, after all (Prov. 22:7).

Those who would criticize the classical economists for their in-
ability to understand the social reality of greed and rapacity have
very little understanding of the classical economists. Those who
would criticize the market order for its inability to deal with greed
and rapacity have only tyrannies to offer in their place. How well
does socialism restrain greed? How well does Keynesian central
planning eliminate greed? How well does the Gulag Archipelago
restrain greed?

Isn’t my best defense against a greedy seller my ability to
locate an even more greedy seller? Never forget: sellers compete
against sellers. Isn’t the genius of the free market its system of open
entry, meaning the ability of new potential sellers to enter the auc-
tion place and offer a better deal to consumers? Isn’t this a more
likel~ way to reduce the efects of greed than any bureaucratic
scheme? Who is to guarantee that the bureaucrats will not seek
their own interests, too, but without the restraining pressure of
open entry and new competitors? Not Keynesian economists, cer-
tainly. Not Douglas Vickers, certainly.

27. Adarn Smith, T/u Wmlth of Natiom  (Modem Library, Cannan edition), p. 14.
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Conclusion

The evidence so far indicates that Dr. Vickers does not really
understand classical economic theory, or if he does, he does not
think his readers will, which therefore allows him a great deal of
“creative latitude” in describing classical economic theory. He has
not offered any substitute explanation for how people will be able
to decide between spending and investing, between now and then,
apart from freely fluctuating interest rates. He has not explained
why savings will not equal investments, and neither did his mentor,
Professor (a term he despised) Keynes. He has not explained how
aggregate statistical concepts such as “national income” somehow
allocate capital– decisions that are made by acting individuals.

Dr. Vickers has adopted at least a mild version of the standard
socialist refrain: “Capitalism is anarchistic, and it therefore needs
a guiding hand.” Dr. Vickers would substitute the literal clenched
@of the governnwnt  bureaucrat for Adam Smith’s analogy of the in-
visible hand of free market orderliness. He believes that top-down
rational planning is necessary to compensate for the supposed
blindness and greed of the market process.

The problem is that he has not offered a cogent substitute for the
competitive market’s system of self-interested service to neighbors.
If we do not expect to appeal to men’s self-interest in order to gain
our objectives, are we not living in a fantasy world? The question
is: “What system of rewards and constraints makes men’s self-
interest most productive for their neighbors?” That is the “ques-
tion of questions” that was asked by the classical economists. They
did not answer it well enough to satisfy a serious Christian econo-
mist, but certainly John Maynard Keynes, in all his terminology,
equations, and obfuscations in the General ZieoV, did not answer it
nearly so well as his classical and neo-classical  predecessors did.
The “Austrian School” economists answered it better than any of
them. This is why Dr. Vickers never summarizes the arguments
of the “Austrian School.” He sees his job as winning a debate, not
enlightening his readers, and a debater wins no points for bringing
up his opponents’ best arguments — arguments that he is intellec-
tually incapable of answering . . . or perhaps even understanding.
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MAN’S REBELLION AND SOCIALISM

. . . in the complexities of modern times responsibili~  for an over-
sight of the economic health of the system must reside in the central gove-
rnment  authon”ties  acting on behalf of the people. . . . ~

All economic systems revolve around some pivotal point.
There is some particular theory or doctrine which becomes the
central determining point for all additional theories and ideas. It
is possible to say that all economic theories are determined by
their attitude to property rights. There are only two possibilities:
either God owns it, or someone else does. Either God delegates
control over property to His subordinates, or these subordinates
own it autonomously.

Then there is the secondary question: Is man’s stewardship (or
autonomous ownership) private or public, meaning individual or
statist?z  Either individuals have final say over property, or the
State does. This does not mean that a number of individuals may
not voluntarily cooperate to control property. In the sense we are
talking about, this would still come under the heading of private
ownership. Private ownership, in other words, is opposed to pub-
lic or State ownership. Individual men are the ones who decide to

1. Vickers, Economics and Man, p. 205.
2. This is not to imply that all theories are determined exclusive~  by their idea

on property rights. Other key doctrines could also be the determining factor for a
generalized theory. A particular view of Scripture, and how to interpret Scrip-
ture, will also determine which direction the development of economy theory
takes.

63
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sell or not to sell a given piece of property; no State bureaucrat
need be consulted.

Within these two broad headings – private vs. public ownership
— all humanistic economic theories can be subsumed. Any eco-
nomic theory can be tested by its commitment to ownership: where
ownership ultimately resides. But once we have established in
which category a particular theory lies, there still lies a central doc-
trine or theory which sets that particular theory apart from others.
For example, one particular theory which sets the neo-classical
Austrian School apart from other classical and neo-classical  theo-
ries is its understanding of and attitude towards increasing the
money supply (monetary inflation). 3

\
Vague Definitions

When Dr. Vickers makes reference to the idea of capitalism,
he does at least offer a definition of the term, albeit an inaccurate
definition. But it is an entirely different matter when he discusses
socialism, for he offers no definition at all. There is a good reason
for this. If he can keep the readers of his books in a state of mind
where they are never sure precisely what he is talking about, per-
haps they will be more than willing to agree with his view that
Keynesianism is Christian economics. The claim that he is advo-
cating neither capitalism nor socialism, however, is meaningless un-
til he defines Precise@ what he is talking about. Precision of langu-
age, however, is not one of his strong points.

Dr. Vickers has no intention of being clear. “There is no need
to allow the ar<gument  to become enslaved to words or terminol-
ogy at this early stage. It should be hoped that economic argu-
ment can avoid a needless degeneration into empty logomachy.”4
(Empty logomachy?  What does he want, jilled logomachy?)  True,
empty logomachy is not needed. But clarity and understanding

3. See Ludwig von Mises, TheoT of Mong and Credit (Irvington-on-Hudson,
New York: Foundation for Economic Education, [1912] 1971). A reprint of this
has been released by Liberty Press, Indianapolis, Indiana.

4. Vickers, Economics and Man, p. 49.
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concerning what he and those he disagrees with are saying would
go a long way towards assisting those searching for a Biblical eco-
nomics. John Kenneth Galbraith  said it best: “In the case of econom-
ics there are no important propositions that cannot, in fact, be
stated in plain language.”5 Either Dr. Vickers refuses to assent to
this principle, or chooses to ignore it. (One other possibility exists:
perhaps he thinks that, unlike important propositions, unimpor-
tant propositions cannot be stated in plain language, and he re-
gards his propositions as unimportant.)

In the light of Dr. Vickers’ omission, it appears reasonable to
adopt the dictionary definition of socialism to see, in spite of the
lack of clarity on his part, if it is possible to come to an under-
standing of the Keynesian economic theories Dr. Vickers would
like us to embrace.

The Shotier Oxford English DictionaV  defines socialism as “a
theory or policy of social organization which advocates the owner-
ship and control of the means of production, capital, land, prop-
ert y, etc. by the community as a whole, and their administration
or distribution in the interests of all.” It is instructive to note that
the same dictionary defines communism as “1. A theory of society
according to which all property should be vested in the commun-
ity and labor organized for the common benefit. 2. Any practice
which carries out this theory.” There is no economic d#_ence between
communism and socialism. Both advocate State control of property.
Individuals are not allowed to have the final word over things in
their possession. Individuals are to become servants to the com-
munit y at large and serve some supposedly “higher” purpose.

Property Rights

The Christian must begin with one crucial premise: the final
and absolute ownership of all things by God (Ps. 50:10). The
question then is: To whom or to what agency or agencies has God
delegated the responsibility of temporal control of any given asset
at any particular point in history? Who has the legal authon”~  to re~-

5. Cited by “Adam Smith; New firk Tim (Sept. 30, 1979).
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resent God in the management of any given asset? Who is Goo% ati-
pointed steward of any given asset?

The Scriptures plainly teach the concept of private property
rights or prz”uate  ownership. The commandments against theft and
covetousness (Ex. 20:15,17) teach explicitly that there are posses-
sions that belong rightfully to other private citizens which we may
not take, nor even desire, because they belong to someone else.
The owner of at least some possessions has the right to exclude
others from the use of his property, so long as he adheres to Bib-
lical law with respect to the use of his property. It is this concept of
having the jinal earth$ word– to buy or sell, to keep or destroy –
which delineates where ownership resides. If a State or commun-
ity official can tell the individual, in the final analysis, what is to
be done with something in the individual’s possession, then tem-
poral ownership resides in that official, not the possessor of the
goods. The question then is: Who has Biblical~  legitimate temporal
control over any given asset?

What does the secular economist mean by “property rights”?
He means, first of all, the legal right (legal immuni~)  to exclude
others from the use of the property. Second, it means the right to
collect any income from the asset. Third, it means the right to sell
or rent the property or its income stream.  G In other words, the
owner has the legal right to disown an asset. If he does not have
the right to disown it, he does not truly own it. T Thus, the whole
idea of “common ownership” is fraught with difficulties, not just
administrative difficulties (which are legendary in economic liter-
ature), but theoretical and legal difficulties.

The Biblical Concept of Ownership

Private property, however, is even more fundamental than
mere control. It is rooted in the nature and character of the Triune

6. Steven Cheungj The Myth of Soctal Cost (San Francisco: Cato Institute,
1980), p. 34.

7. F. A. Harper, Liber~: A Path to Its Recouery  (Irvington, New York: Founda-
tion for Economic Education, 1949), p. 106,
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God.E The premise of private ownership underlies the whole of
Scripture and forms the basis for the Biblical notion of steward-
ship. God, the ultimate Owner of all things, gives to people as He
chooses, and requires of them proper use of those possessions;
what is proper being defined by Him in His Word. But if 1, as an
individual, must give way to an official in deciding how the goods
in my possession may be used, how can I be held responsible for
their use? Isn’t the responsible agent that bureaucrat who is now
making the decision in my place?

There are some, including Dr. Vickers it seems, who are not
convinced that the command against theft is sufficient reason for
Christians to hold to the idea of private ownership in the sense
described above. If we adopt the view that the Bible does explain
itself clearly, then we can turn to other passages to substantiate
our claims. We can find two passages which illustrate ownership
in the terms defined here.

Naboth  and Ahab

The first of these is King Ahab who, spying Naboth’s  vine-
yard, approached him with the objective of buying it (I Kings
21:1-29). “Give me thy vineyard, that I may have it for a garden of
herbs, because it is near unto my house: and I will give thee for it
a better vineyard than it; or, if it seem good to thee, I will give

8. As Dr. F. N. Lee observes, “Scripture anchors private property in the
Triune God Himself, before the foundation of the world! In Him, the propriety
of private property is immediately apparent. For the Father, the Son, and the
Spirit have Each, from all eternity past, always possessed some ‘private property’
which the Other Two of Them never have and never will possess. (Compare
Mal. 3:6 with Rem. 11:29,36 and Jas. 1:17.) Only the Father possesses paternity
(Heb,  1:5-8). Only the Son possesses filiation (John 1:14-18). And only the Spirit
possesses procession (John 15:26). Paternity is the private property of the Father;
filiation is the private property of the Son; and procession is the private property
of the Spirit - alone! Each of the Three Persons’ private property is intimately
connected to His own individual personality quite distinguishable from that of
Each of the Other Two Persons (Luke 3 :21-22). As the great modern Reformed
theologian William Gee sink rightly remarks: ‘Property rights root in eternity,
and precede all man-made laws.’” Lee, Chn”stian Private Proper~  V2rsus Socialistic
Common Propau  (unpublished essay, 1985).
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thee the worth of it in money” (v. 2). It is of interest to note here
that there is no attempt by Ahab to get out of paying a reasonable price for
the land. His financial offer was more than fair, from a pure market
perspective. Ahab simply wanted the land because it was near to
his palace. Possibly he was lazy and did not want to travel so far.
More to the point, his servants probably exhibited the signs of all
bureaucrats and a keen eye needed to be kept on them in order
that a fair day’s work was put in tending the herbs. But it is
Naboth’s answer which attracts our attention. “The LORD forbid it

me, that I should give the inheritance of my fathers unto thee”

(v. 3). In other words, Naboth’s unwillingness to sell his land was

based on the fact that the Lord had forbidden it. His land was an

inheritance to him and his descendants and Naboth could not

disinherit them.

Some commentators might raise the question that this land, in

Canaan, was the product of a special act of God in giving it to His

chosen people, and that is true. But it is also true that the land

obtainable today and all  the other possessions we have are also the

gift of God to us and to our descendants. For all possessions,

including the Promised Land, are given on condition of covenantal
obedience to God. There is no such thing as unconditional inheritance in
S@ture,  not now nor in God’s past dealings with Israel. Neither is
there any Biblical warrant for some other person — even the king
— to assume the prerogatives of deciding when and how the land is
to be distributed and used. In other words, Ahab had no rightful
power or authority over Naboth’s  property unless Naboth volun-
tari~  chose to give him such, which he did not.

The Parable of the Employer

The second Biblical illustration of the meaning of ownership is
to be found in Matthew 20:1-16. Although it is true that the point
of this parable our Lord is telling is not the meaning of ownership,
what Jesus teaches at this point is dependent upon the view of
ownership that we have defined here. Jesus is using a parable to
teach His followers about the absolute sovereignty of God in distribut-
ing rewards for their earthly service. Sinful human beings cannot
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earn any rewards in the kingdom of heaven, for all acts are tainted
with our sin nature. Perfection is the standard required by God,
and no one manages to attain to that standard. What then is the
basis for our future rewards? The basis is the same as that on
which we obtain salvation: God’s mercy. Since no person can
claim that he will be saved because of what he has done in this life,
therefore no one will be able to put his hand out for rewards on
the basis of what he has done. All that comes to sinful man is by
way of grace, God’s unmerited favor. Our Lord’s parable here is
in response to Peter’s question, “Behold, we have forsaken all, and
followed thee; what shall we have therefore?” (Matt. 19:27).  The
answer comes back: rewards will be given according to God’s de-
termination, and when we complain that others receive more
when they have done less for the kingdom, the reply will be, “Is it
not lawful for me to do what I will with mine own?”

Although Jesus is here teaching about the kingdom of heaven,
the point He is making depends upon a concept of covenantal prop-
erty rights. He expected his listeners to grasp His point. We need
to understand it, too, even if we are university economists. The
Lord Jesus Chn”st  believes in the private ownership of ProPer@.  9 We are to
exercise derivative and analogous authority over the property which
God has delegated to us.

There are other examples in Scripture which lend support to
this concept of private ownership. The well-known and much-
abused passage in Acts 5:1-11 about Ananias and Sapphira is further
evidence that, as owners of their possession, they had a freedom
to control the use of those things which they had. The point, how-
ever, has been made and substantiated for all those who are will-
ing to take Scripture as the voice of authority on the matter. It is

9. Mises is incorrect when he says “all efforts to find support for the institution
of private property generally, and for private ownership in the means of production
in particular, in the teachings of Christ are quite vain .“ Socialism (London:
Jonathan Cape, 1936), p. 418. (This book has been reprinted by Liberty Press,
Indianapolis, Indiana.) See also Carl F. H. Henry, “Christian Perspective on
Private Property:  in Samuel L. Blumenfeld (cd.), Properu In A Humane Economy
(LaSalle, Illinois: Open Court Publishing Co., 1974), pp. 23-45.
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no coincidence that in the past our forefathers condemned social-
ism, for the y had Biblical warrant to do so. The Thitiy-Nine Articles
of the Anglican Church (#38), and the Belgic Conzes~ion3  (#36) con-
demn the Anabaptists and their attempts to establish community
of goods. 10

Vickers on Private (Sort of) Property

Dr. Vickers acknowledges the concept of property rights. He
says, for example, that “the right of property carries with it, it is
clear, the right of disposal. . . . “11 There is “in the parables of
Christ. . . an affirmation of the right of private property. . . .”12
But Dr. Vickers does not intend such property rights in the sense
of having final and exclusive control. Instead, he argues that ex-
clusive ownership exists “in the general cme. . . .”13 According to
Dr. Vickers, this is an implication of the Reformation and its
understanding of ‘the individual person. . . . “14 You would have
to conclude that his language is a bit vague. It would not be easy
for a social reformer to reconstruct society’s economic institutions
by using Dr. Vickers’ definition as his guideline.

Dr. Vickers’ sole defense of his own view of property rights is
that apparently it was the same view which was put forward by
those during the period of the Reformation. This historical asser-
tion, however, is a debatable point. Private property rights had
major support during the Reformation. According to Gottfried
Dietze,

the Reformation was probably the most revolutionary event in modern
church history. It challenged the most powerful church on the earth. It

10. In an age when the communist philosophy of ownership pervades the
Church, it is not surprising to find attempts to abolish previously accepted doc-
trines condemning socialism. Thus, the Reformed Churches which adhere to the
Belgic Confession are embarrassed by its condemnation of the Anabaptist move-
ment to the extent that some have altered this article of faith.

11. Vickers, op. cit.,  p. 113.
12. Ibid., p. 126.
13. Ibid., p. 292, emphasis in original.
14. Idsm.
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brought forth strong denunciations of the wealth of that church combined
with exhortations that the clergy lead a more modest life. It seemed, by
threatening an institution that owned great material wealth and by criti-
cizing the use of that wealth, to question the institution of property. But
it did not do so. Throughout the Reformation, private property contin-
ued to be considered an ethical value. In fact, the bases for its protection
were expanded. Catholic thinkers had contented themselves with claim-
ing that property was protected mainly by natural law. Protestant theo-
logians also emphasized that property was sanctioned by the Scriptures.
Not merely a broader justification was rendered, but also, the function
of property to promote progress was stressed to a greater extent. With
this emphasis, the Reformation stimulated the industry and energy of
men, and had no small influence upon the rise of such powers as the
Netherlands, England, Sweden, the United States and Germany. 15

There is no reason to accept Dr. Vickers’ assertion about the
Reformation’s supporting his view of property ownership. To be
true, there was a movement which called for the commonality of
goods, but the mainline Reformers saw the falsity of the idea and
argued against it on Biblical grounds. Luther, for example, sup-
ported the idea of private ownership as against some form of public
ownership, which in reality is what Dr. Vickers is advocating. If
property rights only inhere “in the general case,” then what happens
to the exceptions? More importantly, who is to decide which are
the general cases and which are the exceptions? Dietze continues:

Luther’s support of private property was matched by John Calvin.
. . . He realized that common ownership is utopian and denounced the
Anabaptists’ plan to abolish property and inequality. God the supreme
legislator, by decreeing ‘Thou shalt not steal;  ordained the protection of
property. What each individual possesses has not fallen to him by
chance, but by the distribution of the Sovereign Lord of all. . . . The
state should see to it that every person may enjoy his property without
molestation. The prince who squanders the property of his subjects is a
tyrant. 16

15. Gottfried Dietze, Zn D@nse of Propcr~  (Baltimore, Maryland: The John
Hopkins Press, 1971), p. 17.

16. Ibid., p. 18.
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One suspects that Dr. Vickers would not totally disagree with
this. After all, he is not trying to be against private property as
such ‘in the general case.” It is only those instances which deny his
economic ideas of “consemation, development, and equity” which
must be brought under exterior control. But let us look at what
Dr. Vickers advocates in the way of interference before we make
our decision about his position.

Defining Away One% Probhms

After making the effort in one part of his book to say he agrees
with private ownership, Dr. Vickers now qualifies this by saying
that “corrective and regulatory economic action is, from time to
time and in specifiable circumstances, necessary on the part of the
state. . . . “17 Since there are “legitimate and necessary economic
functions of the state~ls  there should be “suitable compensatory eco-
nomic policy action . . . taken”lg by the “government authorities
and their economic advisers” who must “be alert to the need for
prompt and effective action. . . . “ZO After all, the State is a “God-
ordained institution for the restraint of evil and the righ orda”ng  OJ
social ajairs . . . it is properly within the province of the economic
responsibilities of the state to regulate and control the limits of unin-
hibited action of individuals in such a way that the economic
health and stability of the system as a whole will be preserved.”21

What Dr. Vickers is saying that “oversight of the economic health of
the system must reside in the central government authorities acting on
behalf of the people”22 who must attempt a “skillful diagnosis”23  of
the economy so that “a sensible mixture of compensatory eco-
nomic policies” may be applied. 24

17. Vickers, p. 7.5.
18. Idem.
19. Ibid., p. 185; cf. p. 186.
20. Ibid., p. 188.
21. Ibid., pp. 188, 191, emphasis added; cf. pp. 291, 343.
22. Ibid., p. 205, emphasis added.
23. Ibid., p. 206.
24. Ibid., p. 207.
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In other words, there are deep flaws in the free market, and
God has given well-trained Keynesian economists the necessary
insights to compensate for these weaknesses in the market. They
will be able to use the coercive power of the State to bring full em-
ployment and economic justice into an otherwise unstable and
unmerciful free market order. And this can be done without creat-
ing a monster of bureaucratic efficiency or a totalitarian State.
How, he does not say. It just can be. Trust him.

Socialism?

Socialism? Initially, it sounds like it. But before Dr. Vickers
may be accused of being a socialist, heed this disclaimer: “To ob-
ject with a cry against an imagined socialism at this stage is quite
beside the point.”zs (Touchy, isn’t he? Ready to warn us against
calling him a socialist. No one has called him a socialist . . . yet.
At this point I cannot resist citing Proverbs 28:1: “The wicked flee
when no man pursueth.”)  This is not socialism he is calling for.
Oh, no! It is just your imagination – and mine! – which think
he wants socialism. No, he has just told us he is all in favor of
personal property rights. After all, the authorities must have
“adequately good reason” for usurping the rights and prerogatives
of individuals. They must “satisfactorily meet the burden of
proof” to show that reasons do exist for their interference. 26 In
fact, “ue~ good and rigorou.s~  necessay  reasons must be found to exist
before the state can properly assume and perform those economic
functions which can be shown to be well within the normal do-
main of individual responsibility.”zT

At this point it is probably worth recalling Dr. Vickers’ verbal
commitment to Reformed Christianity and the work of Cornelius
Van Til. If Dr. Vickers were consistent at this point, he would
remember Van Til’s observations that “proof” is already con-
tained within the presupposition with which thinking commences.

25. Ibid., p. 191.
26. Ibid., p. 295.
27. Ibid., p. 293, emphasis added.
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Therefore, if we begin with the premise that government regula-
tion is needed, “proof” will always be forthcoming to justify the
regulations. Alternately, if we begin with the premise there should
be no government control, we will always “prove” that regulations
are unnecessary. Where we need to begin is with the Bible. What
does the Bible reveal spec~cal~  and concrete~  about the role of the
State in economic affairs? That question, above all other ques-
tions, is the one Dr. Vickers avoids.

Dr. Vickers is committed to the idea that regulatory interfer-
ence is necessary in the economy. It is indicative of Dr. Vickers’
concept of proof that the only reason he gives for State regulations
is the statement that “we live also in a fallen society, and our eco-
nomics must therefore be the economics of a fallen society.”za  As a
result of this fallen condition, “our modern economies . . . are in-
herently unstable.”zg  There are, he says, “inherent instabilities in
the mixed capitalist economic system. . . . [T]he mixed capitalist
enterprise system with which we are familiar is inherently un-
stable .“3° As I read him, I seem to get the impression that he re-
gards capitalist economies as inherently unstable. I hope no one
will accuse me of exaggeration. In the light of all this, Dr. Vickers
wants to “suggest that the time has come, such are now the ac-
cumulated pressures to economic disorder, for new guidelines to be
laid down forpermissibleprivate  economic behavior in certain instances.
. . . [W]e do call for new kinds ofregulato~fiameworks  within which
individual economic activity can function. . . . “31

Why are capitalist economies inherently unstable? He does
not say. Marx tried to say, but hardly anyone takes Marx’s eco-
nomic analysis seriously any longer.32 More to the point, why are
capitalist economies more unstable than socialist economies? He

28. Ibid., p. 234.
29. Ibid., p. 212.
30. Ibid., pp. 213, 223.
31. Ibid., p. 337, emphasis added.
32. Anyone who does owes it to himself to read Eugen Bohm-Bawerk’s  1896

essay, “Unresolved Contradiction in the Marxian Economic System,” in The
Shorts-r  Cla.wits of Bohm-Bawerk,  Vol. 1 (South Holland, Illinois: Libertarian Press,
1962). This essay has also been titled, Karl Marx and the Close of His System.
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does not even raise the question. Most to the point, why are un-
hampered free market economies more inherently unstable than
Keynesian-guided economies? He does not demonstrate this any-
where in his books. He merely assumes it.

Kgnesian Assumptions

He is following in the footsteps of his more famous humanist
peers. When it comes to explaining why recessions and depres-
sions take place, they have no consistent explanations, either. As
Garrison remarks, “In the typical treatment of macroeconomic
phenomena, the variation in final output is attributed to the ex-
tent to which resources, both capital and labor, are idle. This is
the standard textbook rendition of Keynesian theory. The exist-
ence of unemployed resources on an economy-wide basis is simply
assumed.”3 3 Yet it is not simply that they assume that resources
under capitalism are idle. It is that they do not offer a theoretical
explanation for the st.ucessrl  use of all the other resources. The crucial
question is: Why shouldn’t all resources be idle? This was F. A.
Hayek’s question to Keynes half a century ago – a question which
still remains unanswered in terms of Keynesian economic analy-
sis. “The situation seems here to be that, before we can explain
why people commit mistakes, we must first explain why they
should ever be right.”s4

Keynesians assume that resources will be idle under unham-
pered capitalism. They cannot explain precisely why. “Textbook
Keynesianism may be able to show how variations in final output
are related to variations in resource idleness, but it cannot explain
why there should be resource idleness in the first place .“35 It is as if
Dr. Vickers and his peers have never bothered to read W. H.

33, Roger Garrison, “A Subjectivist Theory of a Capital-using Economy,” in
Gerald P. ODriscoll,  Jr. and Mario Rizzo, The Economics of Time and Uncertamp
(London: Basil Blackwell, 1985), p. 175.

34. F. A. Hayek, “Economics and Knowledge; Economics, IV (new series,
1937); reprinted in Hayek, Individualism and Economic Ordm (Chicago: University
of Chicago Press, 1948; London: Routledge & Kegan Paul, 1949), p. 34.

35. Garrison, op. cit., p. 175.
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Hutt’s book, The TheoT of Idle Resources (1939).36  Hutt argued bril-
liantly that there can be no such thing as an idle resource. Every
scarce economic resource is owned by someone. Every resource is
therefore the object of purposeful human action. People may keep
resources off the market, but they have reasons for doing so.
Keynes never replied to Hutt. He at least had an excuse: he was
running Britain’s monetary policy during World War II. His disci-
ples have no excuse.

If the economic model used by the Keynesians does not tell us
“where the market went wrong” — and the analytical bankruptcy
of Keynes’ supposed refutation of Say’s Law indicates that he had
no such model — then they are stuck with some other model, or
even worse, no model at all. What we need is explanations, not
assertions. If the market economy employs resources efficiently in
the vast majority of cases (which Keynes never denied), then how
does it accomplish this? What explanatory device can the Keynes-
ians offer which shows that the free market is almost always suc-
cessful in employing resources, yet not quite successful enough so
as to allow us to dispense with the services of an ever-growing
army of economic planners?

How Private Should Ownership Be?

Private ownership? It depends, after all, on how you define it.
Dr. Vickers is happy to concede private ownership, t~ the individ-
ual’s actions are subservient to those of some regulatory agency of
the State. This is not the kind of ownership which the Bible talks
about, when even the King may be refused his request.

Imagined socialism? Far from it. Dr. Vickers is advocating
government economic planning. What is socialism if not this? His
arguments are the same tired arguments that Marx and Engels
used — the alleged anarchism of free market production and distri-
bution – and his conclusions are similar: more government con-
trol over this supposed anarchy. Nevertheless, he prefers to call
his system “Christian economics .“ Why? Does his reluctance to

36. Second edition: Indianapolis, Indiana: Liberty Press, 1979.
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place the more familiar name on his system stem from his concern
that if his Christian readers really begin to perceive where he and
his system are headed, that they will refuse to follow? Does he sus-
pect that Christians are innately conservative and hostile to social-
ism because they read their Bibles, and the Bible utterly rejects
anything that even hints of socialist planning?

He has a difficult selling job. He has to sell the benefits of the
power State to people who recognize its origins: the pits of hell. He
hides its origin by calling for mild planning, or partial planning.
But in principle where does such control lead? To bureaucratic
failure. And with each failure comes the cry for more controls,
better planning. “It didn’t work before, but it will work this time!
Trust me !“ What does he recommend as his Christian policies?
Only these: “. . . industrial arbitration and grievance procedures
. . . unemployment insurance . . . national education policies . . .
[and] provisions to motivate and facilitate the economic and geo-
graphic migration of workers. . . . “s7 There should be redistribu-
tion of incomes through progressive taxation and inheritance
taxes, monetary and fiscal policies to insure a “satisfactory rate
and direction of growth,” as well as “a certain amount of welfare
expenditure,” tariff and quota restrictions, and a “well-designed
and well-articulated national policy on wages and prices is most
decidedly necessary at this time .“3s

If this is not socialism, then there is only one other alternative.
It must befasctim  (called “National Socialism” in Nazi Germany). If
we are supposed to call his recommended system the private own-
ership of the means of production, then it is private ownership
with the control over what is done with those assets lodged in the
State. This, historically, is what polite economists call “the corpor-
ate State ,“ but which historians who understand Nazi Germany
and fascist Italy are willing to call fascism.

To summarize, Dr. Vickers suggested policies are: 1) govern-
ment-regulated money to manipulate the business cycle, 2) gov-

37. Vickers, Economics and Man, pp. 342-43; cf. p. 153,
38. Ibid., pp. 319, 340, 150, 294, 298-310, 317, 228, 229, 180.
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ernment-planned fiscal manipulation to control the business cycle,
3) government-specified income and price controls, 4) government-
fixed exchange rates (foreign currency prices), 5) tariffs, 6) man-
power control, and 7) industrial structure regulation.qg  Shades of
Karl Marx! If such a comparison is regarded by over-sensitive
readers as an exaggeration, then consider a few of the ten steps
that Marx proposed for the establishment of a communist State in
The Communist Manfesto:  a graduated (“progressive”) income tax;
abolition of inheritance rights; centralized credit in the hands of
the state; population redistribution; and free education for all
children in public schools. w We might well inquire just where Dr.
Vickers differs in economic principle from these Marxian propos-
als. The answer is: he does not! 41 He would argue only about the
details and the degree of government control – and, of course, he
would reject the label. (If he thinks Marx was wrong in principle,
let him speak out in the name of God and His word against a cen-
tral bank, against public education, against the progressive [grad-
uated] income tax, against all inheritance taxes, and so forth. If
the shoe doesn’t fit, don’t wear it. Take it off. Publicly.)

The Corporate State

This is not to say that Dr. Vickers is uniquely a socialist in the
midst of a nation of true-blue capitalists. The doctrines of social-
ism have taken over the thinking of most voters and their elected
representatives, despite their free market rhetoric. Norman
Thomas, the perennial Socialist Party candidate for President of
the United States (1932-48), complained after his vote total fell by
50% in the 1936 campaign that the Democratic Party had stolen

39. Ibid. , pp. 296-297.
40. Karl Marx and Frederick Engels, “Manifesto of the Communist Party”

(1848), in Marx and Engels, Selected Works, 3 vols. (Moscow: Progress Publishers,
1969), I> pp. 126-27.

41. The connection between Keynes and Marx has been well documented by
Paul Mattick in his book Mum and ILyrzes  (Boston, Massachusetts: Extending
Horizons Books, 1969). It should be of no surprise to find the link also exists be-
tween Vickers and Marx.
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his party’s 1932 platform.Az  Since that time, the Republican Party
has stolen most of the platform provisions of the Democratic Party
of 1936. So has every other political party in the Western world
that hasn’t adopted something even more socialistic. The fact that
a lot of self-proclaimed defenders of free enterprise, including
businessmen, refuse to recognize what they have become in the
name of “the mixed economy” should not keep us from seeing
what kind of economy that Dr. Vickers is really recommending in
principle. The modern Keynesian “mixed economy” is the piece-
meal road to socialism.4s

The failure of economic planning is obvious today. It may not
have been obvious to Dr. Vickers when he received his doctorate
so long ago, but today the whole world knows. Central economic
planning has produced slow economic growth, unemployment,
and price inflation wherever it has been tried.  ~ The theoretical
case against socialist planning was made by Mises in 1920, and by
Hayek in the 1940’s.4s  The case has been strengthened repeatedly
since then. % Don Lavoie’s book asks the appropriate question:
National Economic Planning: What Is Left?47 The answer is clear:
from a theoretical standpoint, nothing is left.

A wage and price control policy itself is sufficient for the crea-
tion of a socialist State. It was by means of price controls that the
Nazis ran Germany.qB  It was also how the Allied Powers kept Ger-

42. William Manchester, The Gloy and the Dream: A Narratioe HistoV of Ameriia,
1932-1972 (Boston: Little, Brown, 1973), p. 207.

43. Ludwig von Mises, “The Middle of the Road Policy Leads to Socialism:
in Mises, Planning for Freedom (South Holland, Illinois: Libertarian Press, [1952]
1980), ch. 2. The company is now located in Spring Mills, Pennsylvania.

44. The Politics of Planning: A Review and Critique of Centralized Economic Planning
(San Francisco: Institute for Contemporary Studies, 1976).

45. Ludwig von Mises, “Economic Calculation in the Socialist Common-
wealth” (1920), in F. A. Hayek (ed .), Col/ectivist Economic Planning (London: Rout-
ledge and Kegan Paul, [1935]), ch. III; Mises, Socialism, op. cit.; Hayek, Individu-
alism and Economic Ordq op. cit., chaps. 7-9.

46. T. J, B. Hoff, Economic Calculation m the Soctalist  Socie~ (London: Hodge,
1949). A reprint has been released by Liberty Press, Indianapolis, Indiana.

47. Cambridge, Massachusetts: Ballinger, 1985.
48. Hans Sennholz, “The Second German Inflation and Destruction of the

Mark (1933 -1948),” The Journal of Christian Re.ondmction,  VII (Summer 1980).
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many near starvation, 1945-48.49 If all prices and wages are regu-
lated by the central authorities, @ectiue control of the total econ-
omy (except the “black” or underground market, which is simply
the free market still in operation) has passed into their hands. Us-
ing price regulation (wages being the price for labor), the State is
able to decide what will be produced, bought, and sold; it can
cause profits and losses, wealth or pauperism, thereby determin-
ing who will be producers and who will be workers; and it may ac-
tually determine where people will live and how long they remain
there.50 The wage control Dr. Vickers envisages is explicit. Work-
ers “might even be taxed to the full extent of the amount by which
their wage increases . . . exceed nationally established norms.”sl
That, dear reader, is socialism with a vengeance! And if it isn’t,
then it is fascism. It is the economic system described by lawyer
Charlotte Twight in her book, America’s Emezging  Fascist Economy
(1975). 52 It is certainly not “imagined capitalism.”

Even his call for managed exchange rates by “the monetary
authorities [who] have reason to believe that too wide a fluctua-
tion in the exchange rate” has occurred must be seen as a crucial
move towards the totalitarianism of a socialist State .53 In the
words of F. A. Hayek, ‘Nothing would at first seem to effect private
life less than a state control of the dealings in foreign exchange, and
most people will regard its introduction with complete indifference.
Yet the experience of most Continental countries has taught
thoughtful people to regard this step as the decisive advance on
the path to totalitarianism and the suppression of individual lib-
erty. It is, in fact, the complete delivery of the individual to the
tyranny of the state, the final suppression of all means of escape
— not merely for the rich but for everybody. Once the individual

49. Nicholas Balabkins, Germany Under Direct Controls: Economic Aspects of Indus-
trial Disarmament, 1945-1948 (New Brunswick, New Jersey: Rutgers University
Press, 1964).

50. See Sudha R. Shenoy (cd.), Wage-Pn”ce  Control: Myth and Realip (St. Leon-
ards, New South Wales: The Centre for Independent Studies, 1978).

51. Vickers, Economics and Man, p. 340.
52. New Rochelle,  New York: Arlington House.
53. Vickers, Economics and Man, p. 233.
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is no longer free to travel, no longer free to buy foreign books or
journals, once all the means of foreign contact can be restricted to
those of whom official opinion approves or for whom it is regarded
as necessary, the effective control of opinion is much greater than
that ever exercised by any of the absolutist governments of the sev-
enteenth and eighteenth centuries.”54

Conclusion

The policies suggested by Dr. Vickers are simply socialism in
disguise – and not very well-disguised at that. But they are social-
ism in fact. Dr. Vickers does not admit that the Keynesian policies
he offers are socialistic; instead, he tries to argue they are Chris-
tian. He does not prove his case that he is not an implicit socialist.
He fails to see that regulations must usurp private ownership. As
Rushdoony has noted, “Property can be alienated by expropria-
tion, injury, restrictive legislation, and a variety of other means.”ss
Dr. Vickers’ claim that the “new guidelines” and “new kinds of reg-
ulatory frameworks” are not a call “for the specific control and
direction of any person’s economic activity” is deceptive, to say the
least, if he implies these regulations can exist and, at the same
time, maintain private property rights in the sense we have
argued here. se By definition, regulations must specz$cal~  control the in-
dividual  at some point; otherwise thg are not regulatoy

Dr. Vickers will never be content until the supposed causes of
disharmony are removed. He believes that government economic
planning and regulations can remove many of these causes of dis-
harmony. His policies move inexorably towards complete control
by the authorities. We call such a system socialism. To give it any
other name is self-deception. 57 Socialism is not a system of plan-
ned harmonies; it is a system of planned chaos .5s To masquerade

54. Friedrich A. Hayek, The Road To S&dorn (Chicago: University of Chicago
Press, [1944] 1976), p. 92, n. 2.

55. Rushdoony, Institutes, p. 497, emphasis added.
.56. Vickers, Economics and Man, p. 337.
57. Mises, Socialism, p. 2.53.
58. Mises, Planned Chaos (1949); reprinted in Socialism, Epilogue.
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socialism as “Christian economics” is an attempt to deceive every-
one. Especially oneself.



6

ANTINOMIANISM  AND AUTONOMY

The Chn”stian  thinke~  while he can in no sense devalue the impor-
tance of the individual and personal experience of the salvation which
God has set forth for His people in Christ, nevertheless is aware that it
is in the midst of the world that God has redeemed and established His
church. This world is the world over which God reigns as Creator and
King, and the Christian necessari~  sees it as part of his God-given
task to understand, and where possible to in$uence, societal structures
so that th~ are brought into closer conformi~ with the scriptural~
articulated preceptive  will of God. It is not that it is proper to speak of
the fact or possibili~ of a Christian sociep.  For sociep  is fallen,
apostate, inherent~  and structural~ pagan. ~

Here is the heart and soul of Dr. Vickers’ world-and-life view.
He believes that Christ is a King, but that Christ’s kingship will
never be manifested in time and on earth. Jesus regenerates men,
but regenerate men never have sufficient numbers or sufficient in-
fluence to reconstruct the world’s pagan institutions along Biblical
lines. Therefore, since God’s people will not be able to do this, Dr.
Vickers implicitly argues throughout his book, God no longer has
given us a law structure by which we might reconstruct this world, and, even
more important psychological$J  for Dr Vickers,  a law structure which God
holds us responsible to promote.

In order for us to establish that what Dr. Vickers is calling for
is a disguised version of socialism or communism, it has been nec-

1. Vickers, Economics and Man, pp. 44-45.

8 3
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essary to determine what the Scriptural teaching is concerning
property rights. The Biblical basis for private ownership was
argued in terms of the Ten Commandments. At least two of those
commandments established the right of private property,
although private property is assumed by the other eight. Z

Restrained by Whose Law?

It is indicative of Dr. Vickers’ position that he does not give
any consideration to Biblical law and the commandments of God.
On the one hand, he declares that “as to the sanctity and the con-
tinuity of the moral law there can be no argument at all.”s Never-
theless, in attempting to disagree with the Christian Reconstruc-
tionist position that there is an abiding validity in the detailed
laws given to Israel unless Scripture itself modifies or sets them
aside, Dr. Vickers draws the conclusion that as “we live in a fallen
society,”4 and that since “the economics with which we have to
deal is necessarily the economics of a fallen society~s  it would be
“a grave mistake . . . to imagine that economic legislation, at the
conceptual or pragmatic level, is or can be legislation for a theo-
cracy, in the sense, for example, in which God’s people in the Old
Testament economy constituted a theocracy.”G

The preposterous yet inescapable implication in this line of
reasoning is that we live in a fallen society but Israel did not;
hence, we must not adopt Israel’s legal code. Yet Dr. Vickers con-
tradicts this when he correctly observes that “the scriptural ad-
dress to the world is always an address to the world as sinful.”T
Always?  This implies that Israel was sinful after all. Dr. Vickers
unfortunately makes no attempt to reconcile the contradiction in
his thinking at this point, or at any other point, for that matter. In

2. Gary North,  The Sinai Strategy: Economics and the Tm Cornmandnunts  (Tyler,
Texas: Institute for Christian Economics. 1986).

3. Vickers, Economics and Man, p. 313.’ ‘
4. Ibid., p. 47; cf. p. 362.
5. Ibid., p. 355; cf. p. 289.
6. Ibid., p. 47.
7. Ibid., p. 119,
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his economic expositions, self-contradiction is a way of intellec-
tual life.

Unshackling the State

Although it is true that what he says is contradictory regarding
the validity of God’s law, in reality Dr. Vickers is against the re-
quirements of the moral law of God. We have seen this already in
his willingness to forgo a Biblical definition (or even a free market
economist’s definition) of private property rights. There are two
further illustrations of this.

The jirst is his call for progressive taxation. Dr. Vickers ini-
tially draws attention to the idea that Biblical taxation consisted of
a poll tax, or head tax, which was an amount equally payable by
all males twenty years of age and over. s He also observes that tith-
ing was a proportional tax. g Yet, for the sake of what he calls “Chris-
tian desiderata of equity and justice ,“ Dr. Vickers is prepared to
argue that there ought to be “some kind of progressiveness in the
taxation scales. . . . If, of course, we were legislating for an ideal
society, or, again, for a theocratic order of an earlier kind, then a
strictly proportional tax, such as the tithe, would probably be all
that would be required.”lo In other words, Biblical law is irrele-
vant to a fallen society. We must ask ourselves: “Why?”

The second example is to be found in his contentions against
North and Rushdoony over the Biblical requirements for “hard”
money, money by weight and fineness of precious metals, specific-
ally gold and silver. It would appear an appropriate method in
disputing with someone, especially when that person substanti-
ates his argument from Biblical texts, first, to set forth accurately
his arguments and the verses used as support, second, show how

8. Ibid., p. 314. This tax was collected only during a census, and a census was
conducted only immediately prior to war. It was really a payment to God, not the
State, for each fighting-age man was to give half a shekel as “a ransom for his soul
unto the Lord” (Exodus 30:12-13). The money was to prevent a plague from God.
See James B. Jordan, “The Mosaic Head Tax and State Financing: Biblical Eco-
nomics Today, IV (June/July 1981).

9. Idem.
10, Ibid., p. 319.
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these verses have been misinterpreted, and third, to follow this
with an alternative interpretation. Remember that Dr. Vickers’
purpose in writing is “to contribute to a correction” of the North-
Rushdoony perspective, which is the reason for the manner in
which he has developed his argument. 11 With this as background,
consider Dr. Vickers’ treatment of Biblical texts, since he dis-
agrees with North and Rushdoony.

Ignoring the Bible’s Plain Teaching

A careful reading of Economics andMan reveals Dr. Vickers’ un-
willingness to take seriously the Old Testament. He apparently
regards it, in the words of Dr. North, as “the word of God (emer-
itus).” It is a sort of discarded first draft. We do not have to take it
seriously as a blueprint. When it says that something specific is
evil, then we must begin our study of analogous evil in general,
but only on the assumption that the generalized evil which we will
derive from the specific example somehow will release the specific
practice from the category of “evil.” Thus, we can go right on do-
ing what the Old Testament says is evil, but we can reassure our-
selves that we are nevertheless honoring the principle concerning
evil in general. In short, “Thank God for general implications of
specific evil practices; they enable us to ignore the specifics .“
There is more than a faint echo here of the words which God
spoke through the prophet Hosea: “Though I wrote for him ten
thousand precepts of My law, they are regarded as a strange
thing.”lz

Metallic Monq

The Bible is very clear concerning the evils of debasing the
monetary unit. Douglas Vickers is equally clear in his rejection of
any such obvious interpretation of the text, though his arguments
are not all that clear.

11. hd., p. 241.
12. Hosea 8:12. New American Standard Bible.
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How the faithful city has become a harlot, she who was full ofjustice!
Righteousness once lodged in her, but now murderers. Your silver has
become dross, your drink diluted with water. Your rulers are rebels and
companions of thieves; everyone loves a bribe and chases after rewards.
They do not defend the orphans, nor does the widow’s plea come before
them.ls

Dr. North argues that Isaiah’s criticism of mixing dross metals
(base, cheap metals) with silver was a criticism of counterfeiting.
Discussing the North-Rushdoony exposition of Isaiah 1:22, Dr.
Vickers regrets what he perceives to be their error in arguing for a
metallic monetary system from this verse. Fint, Dr. Vickers gives

the im@ssion  that his interpretation of this verse is the same as Dr.

North’s,  14 but this is not the case. Dr. North has cogently argued

that Isaiah 1: 2?2! lists spect~c sins of Israel, thereby pointing to the

underlying spiritual state of the people. 15 In context, there is no

valid exegetical reason to assert, as does Dr. Vickers, that verse 22
should not be taken literally. There is a valid debating reason,
however: the text points to the immorality of monetary debase-
ment, which means the immorality of unbacked paper or credit
money, which Dr. Vickers promotes. Therefore, ignore the text.

Dr. Vickers, in contrast to Dr. North, sees these verses only as

an analogy of their spiritual condition. These two interpretations
are not the same thing. Dr. North’s interpretation implies an es-
sential unity between the actions of the people and their spiritual
state, whereas Dr. Vickers, by holding that their actions are only
an analogy, makes the spiritual life of the people and their actions
two distinct entities. Dr. Vickers’ appeal to other passages of
Scripture to illustrate this “analogical reasoning” 16 does not neces-
sarily prove his case. Ultimately, it is the context of a particular
verse which must govern its interpretation. Therefore it is possi-
ble to agree with Dr. Vickers that in Jeremiah 6:28,30, for exam-

13. Isaiah 1:21-23, New American Standard Bible,
14. Ibid., p. 244.
15, North, op. cit., p. 4.
16. Ezk, 22:18-19; Ps. 119:119: Jer. 6:28,30;  Lam. 4:1-2.
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pie, the Israelites are referred to as “brass and iron” and “repro-
bate silver:  because the context clearly warrants this. But the
same is not the case in Isaiah 1:22, where Isaiah is clearly naming
sPect@ sins. What Dr. Vickers is desperate to avoid is the obvious
conclusion: specific sins imply a violation of specj’ic  laws. This in
turn implies that men are required to obey these specific laws.
This is anathema to Dr. Vickers. Why? Because Dr. Vickers re-
jects Biblical law.

Second, irrespective of the differences in interpretation of this
verse, Dr. Vickers makes an incorrect conclusion that Isaiah 1:22
is the basis for the North-Rushdoony argument for nong  by
weight. “But the grave economic error that North and Rushdoony
have made, and the misdirection of scriptural economic thought
of which they accordingly become guilty at this point, lies in their
transition from the proper terms of the analogy to the supposition,
a magnificent non sequitur, that because money in Isaiah’s time was
frequently in the form of metallic ingots changing hands by
weight, money should therefore always and only be of this
form.”17 Dr. Vickers is absolutely correct when he says such a con-
clusion would be “a magnificent non sequitur.” But it is a conclusion

North and Rushdoony never made!

The Biblical basis for a “hard” money system is to be found h-s

what Gary North calls the “law of honest weights and measures.”16

That law is found in Leviticus 19:35-36. I will have more to say on

this passage when I discuss the meaning of inflation; meanwhile,

it is sufficient at this point to note that the Scriptures speak of

money as weight. 19 In so doing, God is declaring what the legal
basis of money shall be: a commodity which possesses precisely
the weight and fineness that are announced on an ingot or coin or
other shape. This immediately takes the decision out of the do-
main of man. Neither the State nor private citizens have the right

17. Vickers, Economics and Man, p. 24.5.
18. North, p. 6.
19. Rushdoony, Zmtitutes,  pp. 468-473; cf. Rushdoony, “Hard Money and

Society in the Bible,” in Hans F. Sennholz (cd.), Gold is Mong (Westport, Corm.:
Greenwood Press, 1975), pp. 157-175.
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to declare dross the economic equivalent of precious metal. But
Dr. Vickers gives no consideration to this passage of Scripture. It
is as if this verse does not exist in his thinking. But since he per-
ceives an error on the part of some Christians for using the verse
to argue for a gold or silver monetary unit, he has an obligation to
point out the correct interpretation of the verse to highlight the
error.

The argument for a “hard” monetary system is not based on
Isaiah 1:22 as such. Isaiah 1:22 is simply a case-law application of the
general prohibition against false weights and measures. Isaiah de-
clared a specific application of this law of weights and measures by
pointing out that the secret debasment of any economic asset is a sin.
Passing off diluted silver as the real thing is something for which
they will be judged, declared the prophet. His challenge included
the practice of monetary debasement, but it did not apply exclu-
sively to such a practice. Water-diluted wine was equally sinful.

Here is another fine example of how Dr. Vickers leads the
trusting reader away from the facts, so that Dr. Vickers may sub-
stantiate his own opinion. We have already noted that he has mis-
stated the classical idea of “the invisible hand,” and how he has
argued against a non-existent version of the harmony of interests.
We see at this point he has again used the same device – misstate-
ment — in his disagreement with those who want to re-establish
“hard” money in society. The device of misstating the position of
those with whom he disagrees allows Dr. Vickers to present what
appears, on the surface, to be a scholarly and Christian presenta-
tion of Biblical economic theory. In reality, it is a debate tactic
which he uses, perhaps unintentionally, to avoid the real argu-
ments, and it also enables him to ignore completely the require-
ments of Biblical law.

If Dr. Vickers is genuinely interested in “equity,” and if he has
a sincere desire to promote justice in economics, then he will
stand on the solid foundation of Scripture*” and declare that the
use of false balances is oppression. *1 Instead of the words of modern

20. Matt. 7:24.
21. Hosea 12:7.
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academia, “In my opinion . . .”, we could have the words, “Thus
saith the Lord .“ Dr. Vickers has foolishly traded the Word of God
for the autonomous word of man. Such a trade is unprofitable in
the long (especially eternal) run.

Dejicit Financing by the Stati

Does Dr. Vickers really believe that “the canons of justice and
equity”zz can be obtained from human reasoning? Apparently so,
and this can be seen clearly in his argument for deficit financing.
Again, he offers no discussion of the appropriate Biblical verses
against debt. 23 The only argument he advances is that “it makes
no necessary economic sense” to begin with an “a prz”ori  notion that
budgets should necessarily be balanced. . . .” In fact, he claims,
“it would be economically criminal. . . . such an action would be
culpable in the highest degree.”z4 In other words, “economic
sense” takes precedence over Biblical principles!

Here we see illustrated the fundamental difference between the
reconstructionists and all of their critics, both secular and theistic.
The reconstructionists define “sense” in terms of what the Bible
reveals. If the Bible tells us specifically that such and such is true
— the six-day creation, for example — then we must accept this
truth as our operating presupposition. We must then criticize all
conclusions that are not consistent with this presuppositional
starting point. This is the essence of Van Til’s methodology. And
this is why we must conclude that although Dr. Vickers may think
he is a follower of Van Til, and he may choose to defend himself
by occasional appeals to Van Til’s name, in fact his methodology
is radically opposed to everything Van Til ever wrote.

How Dare We Disagree?

Notice his attempt to motivate the reader by guilt manipula-
tion. How dare we disagree with Dr. Vickers? To do so would
make us “economically criminal” and that would be the last thing

22. Vickers, ibid., p. 319.
23. Rem. 13:8, Deut. 15:6; compare Prov. 22:7 with I Cor. 7:23.
24. Ibid., pp. 331, 332.
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we would want, right? Such an argument is designed to make the
reader feel reprehensible for having the audacity to suggest such a
thing as a balanced budget. The Psalms say that “The wicked bor-
roweth, and payeth not again” (Ps. 37:21), but Dr. Vickers pays
no attention. He simply argues for wickedness in the name of
Christian ethics.

Once we put Dr. Vickers’ accusation in its rightful place, and
ask ‘What saith Scripture?” we find a different answer from the
one he is offering. Even if we take at face value his supposition
that economics from a Christian perspective must be based on the
three ideals of conservation, development, and equity, we find no
substantiation of his Keynesian policy conclusions from Scrip-
ture. It is as if the Bible contained no sPect@ teachings on disci-
plining and restricting the State. See, for example, his claim that
civil government’s policies and individual freedom are “subject to
the preservation of the on-going development which the economic
aspect of the creation mandate requires, and subject to the preser-
vation of equity in the distribution of economic benefits .“ZS The
difficulty with this comment is that the Bible does not give a rate
of economic development which is required by the creation man-
date, nor does it provide any indication of what an equitable dis-
tribution of economic benefits would be, at least not in the sense
that Dr. Vickers means it. The whole of Scripture implies eco-
nomic blessing is a gift which God bestows upon the just (and
often the unjust) in accordance with His Divine purposes. At-
tempts to enforce policies based on the ideas of economists, bu-
reaucrats, politicians, and dictators are therefore an attempt to
usurp God’s functions. It is an endeavor “to be as God.”

Legislating Kgmesian  Immoralip

It seems as if the reality of the situation is that Dr. Vickers
really would like the Old Testament left out of the controversy. In-
credibly, he comes up with that old sinner’s slogan, “morality can-
not be legislated.”zG So what can be legislated, immorali~? Where

25. Ibid., pp. 334-335.
26. Ibid., p. 219.
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is he getting this principle from, Van Til’s apologetics or a 1962
Hugh Heffner “Playboy Philosophy” column? Is he a Ph.D. in
economics or a sophomore student in business with a C– grade
point average? It is beyond belief! Here is a scholar who pro-
claims his adherence to the Bible and to Van Til, and yet he tells
us that morality cannot be legislated. What then can be legis-
lated? Of course! Neutral law. You know: the thing Van Til has
spent his entire career arguing against.

Dr. North has said it well: “You cannot legislate anything except
morality.” A law says that you must do something, or that you
must not do something. The law excludes. It does so on the basis of
a moral vision. It does so on the basis of right vs. wrong. It is
never a question of legislating or not legislating morality. It is in-
escapably a question of which morality. It is a question of who$e
morality.

Dr. Vickers likes Keynes’ morality. No, not his homosexuality.
He wants to legislate Keynes’ economic morality, which we all know
had nothing to do with his personal sexual tastes. (We all know
this because it is a bit embarrassing as a Christian economist to
find oneself aligned too closely with a pervert. ) He argues that
progressive taxation is justified in order to “institutionalize and
make compulsory in a fallen society what there is every reason to
anticipate would, in an ideal society, be done voluntarily. . . . “27

This indicates clearly that legislation doe~ have a moral basis. And
with that idea we agree, for all legislation declares one action to be
the right one, and others to be wrong. The purpose of legislation,
therefore, is to impose someone’s moral code on everyone else.
The question we face is: Whose moral code do we want to be legis-
lated? For the Christian there can only be one answer, for only
God can declare what is right and wrong. He alone is the arbiter
of what is moral.

Given the Biblical view of the law of God, it is surprising that
Dr. Vickers would have us disregard it in favor of some “higher”
set of economic principles. The law of God is called “perfect” and

27. Ibid., p. 319
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“pure.” Because God’s laws are “righteous” and “true” they are to
be desired more than gold, and in keeping them, we are in-
formed, there is great reward (Ps. 19:7-11). The whole of Psalm
119, the longest chapter in the Bible, is devoted to declaring the
glory of the law and statutes of God. Yet Dr. Vickers wants us to
bypass these specifics in favor of economic principles originating
in the mind of sinful man. That is the essence of humanism, mak-
ing man the arbiter of what is right and wrong (Gen. 3:5).

Ah, Dr. Vickers would say. What the reconstructionists are
arguing for is theocracy. But we don’t want a theocracy, do we?
Why, that idea was tried for centuries and led to tyranny every
time. (“Even in ancient Israel?” I would ask. All of a sudden, I
hear arguments that sound suspiciously like situation ethics.
“Well, back then God wanted men to obey Him and honor Him
publicly, in every sphere of life, including civil government. To-
day, however. . . . “) No, what we need is democracy, the rule of
the demos, the People, not theocracy, the rule of God. “VOX pop-
uli, Vox Dei’’?2* Well, no, not that exactly, but, but. . . .

Dr. Vickers rejects the reconstructionists’ vision of economics
because he sees what sort of foundation such a view of economics –
or anything else — necessarily rests upon. The reconstructionists
have drawn the line: Gods  laws or man~ laws. Dr. Vickers does not
want to step over that line in front of all his hell-bound Ph.D.
peers. So he prefers to think that God no longer requires His
faithful servants to draw such a line. He prefers to imagine that
the reconstructionists are heretical, or at least seriously misin-
formed. He wrote Economics and Man to prove this. We therefore
need to look a little more closely at Dr. Vickers’ arguments against
a theocracy, for therein, we believe, lies his central reason for ig-
noring the Scriptures as a source of details for economic policy
and practice.

The Meaning of Theocracy

A “sign of the times” is the increased involvement by Chris-
tians in areas they formerly despised. Although the Christian

28. “Voice of the people, voice of God.”
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school movement is possibly the best example of this, there is also
increased activity in the areas of politics, law, economics, and
many other disciplines. In each case, there is some attempt to
come to grips with the idea that the Scriptures, as God’s revealed
Word, contain principles which can be applied in these areas to
give guidance on how we should live and act.

If there is a word that can quickly divide those who are calling
for increased Christian involvement in society, that word is “theo-
crac y.” Dr. Vickers, for example, goes to great lengths to dispar-
age the idea of a theocratic  civil government. “It is a grave mistake
. . . to imagine that economic legislation, at the conceptual or
pragmatic level, is or can be legislation for a theocracy, in the
sense, for example, in which God’s people in the Old Testament
economy constituted a theocracy.”m  Dr. Vickers is so obsessed
with the idea that we must not, under any circumstances, imagine
that we can have a theocratic  civil government, that he reinforces
this point several times in Economics andMan. After all, there is the
“fact that sin is in the world, and that the economics with which
we have to deal is necessarily the economics of a fallen society.”3°

It is a theme which he returns to in A Christian Approach to Eco-
nomics and the Cultural Condition. Dr. Vickers recognizes that the
Israelites, having been brought out of Egypt, “were given full, ex-
plicit, and adequate legislative guidance for the organization and
administration of the economic affairs consonant with the theocracy
that was thereby established. But we no longer live in that sense in
a theocracy. At the initial point of our inquiry we must acknowl-
edge that we live in a fallen world. Sin is abroad in the world and in
the hearts of men. And that fact is determinative of the forms and
structures and practical potential of the economic arrangements
we see around us. . . . All our social, cultural, and economic pre-
scriptions, explanations, and diagnoses must accordingly be those
which are consonant with the fallenness  of that society.”3i

29. Ibid., p. 47.
30. Ibid, p. 355; cf. pp. 48, 74, 289, 319.
31. Vickers, A C%rtitian Approach to Economics and the Cultural Condition, pp. 5,

180; cf. pp. 90, 126, 130, 154.
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Let’s get this straight, The Hebrews were given the law of God
when they fled from Egypt. They were told to enforce these laws
as a condition of their remaining safe in the Promised Land. But
we are not bound by these laws because we live in a sinful world.
Now it does not take a Ph.D. in logic to come up with the next

question: “In what kind of world did the Hebrews live?” This is so
obvious that it makes me wonder whether there may be a relation-
ship between the hatred of God’s law and the ability to think
straight. This, by the way, is precisely what Van Til has argued
for years: that the hatred of God does inhibit the covenant-breaker
from thinking straight.

Dr. Vickers is not content with arguing against the idea of a

God-governed civil government which enforces God’s law instead
of Satan’s law (for there are only two choices, after all). He goes so
far as to call any attempted application of the laws of Israel to

modern society a grave mistake. “A social philosophy which insists

on the contemporary normative status of the economic institu-
tional arrangements of theocratic Israel is gravely in danger of
overlooking two things: first, the fact that the prior economic
question in modern times is more sharply related to the problems
of economic stability, progress, and welfare in an economic struc-

ture of things which is naturally propense to disequilibrium; and
second, that we have consistently to do not with the economics of
a theocratic nation-state, but with the economics of an obviously
fallen society.”32

Autonomy: Se~-Proclaimed  and Legislated

We are still left with the question as to why there is such disap-
proval of the idea of a theocracy. There is nothing magic about the
word “theocracy,” after all. It means, literally, rule by God. The
Greek word theos, God, is combined with kratos, meaning rule or

sovereignty. A theocracy, therefore, is nothing more than the civil

government’s recognition that God rules, not man. It does not

mean ecclesiocracy,  the rule of the institutional church. It means

32. Vickers, Economics and Man, p. 362.
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theonorny,  the rule of God’s law. This includes civil law, but is not
limited to civil law. It includes every area of life – in short, in

every area where God is sovereign.

Anyone who denies that God’s law should rule over civil gov-

ernment implicitly is denying the sovereignty of God. This shocks

traditional Calvinist predestinarians, who swear allegiance to the

doctrine of God’s sovereignty but who also cling to some version

of natural law. Dr. Vickers is one such traditional Calvinist. This

is why traditional Calvinists who don’t like where Dr. Vickers is

taking them had better rethink their own presuppositions regard-

ing the law of God.

Dr. Vickers’ arguments fall into the category of nonsense. To

assert that we cannot have the laws of Israel today because we live

in a fallen society, is to declare that Israel was not a fallen society.

Nothing could be further from the truth: to the contrary, it was

precisely because of sin that the law of God was given in the first

place. Man, in his rebellion, becomes his own God, determining

for himself what is right or wrong, good or evil (Gen. 3:5). But

then God appears and declares that He is the one who rightfully

determines  what  is right or wrong. Here, by the way, is the list:

don’t have other gods; no idols; don’t misuse My name;  honor

parents, wives and neighbors, and so forth (Ex. 20:1-17).

There is one way to explain why Christians deny that men

need a theocracy, meaning the rule of God’s law in every sphere of

life: they still cling to the humanist Greek idea that after all is said

and done, we human beings, though we are sinful, are capable of
making our own way in life without consulting or enforcing God’s

law. Yes, we do need some Biblical principles to guide us, but

these principles are fortunately so vague as to leave us with the ne-

cessity of determining what is right or wrong. In short, Jallen  man

is autonomous. Fallen man is sovereign. His law-order testifies to

this sovereignty — a law-order which we Christians must promote

in the name of democratic pluralism.

This  is  prec ise ly  what  fa l len men have been saying s ince

Adam and Eve ate the forbidden fruit. The anti-theocrats have

always joined hands with the pagan God-haters and covenant-
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breakers, and they have declared tog-ether: “We want to live under

any law but Old Testament law.” In short, the anti-theocrats are

inescapably antinomians — anti-God’s law — and therefore they

have become implicitly the defenders of the idea of autonomous

m a n .

Freedom Und~ God

Does a theocracy lack checks and balances, as some critics

have argued? Nothing could be further from the truth. There are

clearly defined and delineated roles for the State, for the priest-
hood, for the tribe of Levi, and for the family. For example, taxes

are limited (Ex. 30:11-16), people are told to be charitable to their
neighbors who are not as fortunate as they (Deut. 14:22-29), debts
are for a limited period only (Deut. 15:1-6), and the list goes on.

Rushdoony has pointed out that “Few things are more com-

monly misunderstood than the nature and meaning of theocracy.

lt is commonly assumed to be a dictatorial rule by self-appointed

men who claim to rule for God. In reality, theocracy in Biblical

law is the closest thing to radical libertarianism that can be had.”33

A theocracy does not mean totalitarian rule by some human per-

son or institution. Neither does it lack checks and balances. It is

the fact that the Scriptures lay down limited functions for al l
earthly institutions which provides the necessary checks and bal-

ances in a fallen world. For example, it is because the Scripture

forbids even the civil authorities taking property which belongs to

someone (I Kings 21:3,20; cf. Ex. 20:15) that a person may find

refuge and security in possessing the property in the first place.

Understandably, socialism-promoting anti-theocrats  within the church are
repelled by this uey limitation of State power. They hate Biblical law be-
cause they love the State.

A theocratic civil government is one which acknowledges the
God of Scripture as the source of all legitimate power and author-

i ty .  Writes  Rushdoony: “There are thus a variety of spheres of

33. The Meaning Of Theocracy, Chalcedon Position Paper No. 15, available from
Chalcedon,  P. O. Box 158, Vallecito, CA 95251.
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government under God. These spheres are limited, interdepen-
dent, and under God’s sovereign government and law-word.
They cannot legitimately exceed their sphere.”s*  From the human

perspective, there are several institutions, each with equal author-

ity, the functions of which are carefully set forth in Scripture.

Highest Law

A theocracy, therefore, is simply a nation which acknowledges

a higher law than what the State can legislate or than what auton-

omous men can conceive of— specifically, the law of God. This is

not some vague natural law concept of the law of God, a law sup-

posedly equally understood by fallen men everywhere. It refers

instead to the revealed law of God, Old and New Testaments. 35

Remans 13 speaks of civil magistrates everywhere being servants

(Greek: diakonos)  of the Living God. As servants, they are not free

to make their own rules and regulations. They are required to ac-

knowledge the law of their Maker. But if all men everywhere are

to be obedient to the law of God, then all nations are in essence

theocracies. “If a ‘Theocracy’ is a nation under obligation to enforce
God’s law, then Scripture teaches . . . that all nations are ‘Theo-

cracies .’ “36

To argue against a theocracy is to argue against having the law

of God as our rule and guide. It is, in other words, denying the

God whom we say we worship. It is also contradictory on the part

of those who on the one hand say they want Scripture applied to

every area of life, and who then insist that “we don’t want any

kind of a theocracy.” This is muddled reasoning.

What we need to learn is that although ideas in general are

talked about, those who deny the idea of a theocracy do not want

to be too specific about what the Bible teaches. On the one hand,

it is simple to say we should apply the Scriptures to every area of

34. Idem.
35. Greg L, Bahnsen, By This Standard: The Authors’~  of God’s Law Today (Tyler,

Texas: Institute for Christian Economics, 1985).
36. Greg L. Bahnsen, Theonomy in Chn”stian Ethics (2nd ed.; Phillipsburg, New

Jersey: Presbyterian & Reformed, 1984), p. 431, emphasis in original.
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life and thought, but then we need to ask some specijic questions.
Should a 30-year mortgage be taken in order to get a home?

Should pieces of paper with pictures of politicians on them serve

as currency? What should be done with a murderer? Should a

thief be jailed or made to repay what he has stolen? What is a

‘just” rate of taxation? Ten percent, or something like the fifty per-

cent  leve ls  current ly  appl icable  in the  Western democracies?

What should the civil magistrate do with homosexuals? (Read

their economics books? Make them advisors to the British Treas-

ury?) Who is to decide these things? As Christians we say God
determines them; but if this is true, let us be spec$c about the
answers.

By What Standard?
The difficulty many Christians have in providing specific Bib-

lical answers arises because Christians want to deny the validity of
large portions of the Bible. Too many have bought the lie that the
laws of Israel were only given for Old Testament Israel. They
believe these laws were not given to the gentile nations, either
then or now. But if this is the case, what did Jonah preach to
Nineveh? Could he have asked the Ninevites to turn to obedience
to Jehovah unless His law was the standard by which they should
live? If God’s law was given to Nineveh, then the laws of Israel
zone intended for those outside that special nation.

God, through the prophet Amos, condemned the nations sur-
rounding Israel for their sin. Because sin is simply disobedience to
the law of God (I John 3:4), it is reasonable to conclude that God
intended nations outside Israel to keep His law.

Is it possible to preach a message of repentance without jirst
detailing the law of God? “This is the standard from which you
have departed; you should turn back to it.” That is what repent-
ance is all about. Is it any wonder that we hear little today about
the need for repentance? The talk now is about “accepting Christ”
or “make a decision for Jesus.” But wherein lies the call for repent-
ance, for turning away from that which is evil unto that which i~
righteous, the law of God?
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Having denied God’s “royal law” (James 2:8) in favor of hu-
manistic law, modern Christianity has abandoned its basis of ap-
peal to the lost. It can no longer show a fallen world how far short
of God’s perfect standards it has fallen, and therefore can no
longer explain the need of a Savior (cf. Gal. 3:24). If man is not so
bad, he might be able to pull himself into heaven by his own boot-
straps after all.

To deny the idea of theocracy is thus to deny the law of God,
and to deny the law of God is to undermine every essential tenet
of the Christian faith. In short, we must say: No law, no God. No
law, no sin. No sin, no Savior. No Saviour,  no justification. No
justification, no sanctification and adoption as sons and heirs of
the Living God. No law, no justice and righteousness, for it is the
law of God which defines what is just and righteous. No law, no
eschatological  fulfillment, for there is no need to make all things
new. The centrality of the Biblical message is thus theocracy, the
rule of God, as manifested on earth as it is in heaven: “Thy will be
done.” Or, in the words of Dr. Bahnsen, “Theonomy  is pitted
against autonomy; no man can take stand in between, for no man
can serve two masters (Matt. 6:24). . . . We do not attempt to be
as God, determining good and evil; rather, we gladly take our
place beneath the sovereign Lordship of the Triune God. His
word, not our autonomous reasoning, is our law. Theonomy is
the exclusiue  normative principle, the only standard, of Christian
ethics. It is all or nothing, ethic or non-ethic, obedience or sin.”sr

Conclusion

It is instructive to note that those who deny the validity of the
idea of theocracy are usually silent on the sfiecfics of living the
Christian life. A growing number of Christians have been vocal in
denouncing abortion, and rightly so. But to be a little more speci-
fic, if the Bible condemns abortion because it is murder, does it
also tell the civil magistrate how he should treat such murderers?
Or are the civil authorities free to determine for themselves how

37. Ibid., p. 306, emphasis in original.
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they will treat those who practice abortion?
A similar difficulty appears for Dr. Vickers. Having denied

the idea of a theocracy in order to deny the specifics of Old Testa-
ment law, it should not surprise us that little use is made of the
Scriptures to provide explicit guidelines on how our economics
should be developed. We have observed earlier that Keynes was
hostile to Biblical Christianity, and it comes as no surprise to find
that he was not informed at any point by the light of Holy Writ.
But to find a professing Christian paying lip service to the intellec-
tual ravings of an economic, philosophic, and moral Philistine is
somewhat disconcerting, to say the least.



7

ECONOMIC LAW

But the scriptural principles do not imp~ that an inherited societal
structure is necessari~,  at any given time, to be regarded as being in

full accordance with the preceptive  law of God. To argue that they did
wou[d overlook entire~ the pervasive operation in the world of the
cankerous principle of sin, and the need for society continually to be
returned to a closer conformity to the patterns of rectitude and integrip
and righteousness that God has prescribed. 1

In discussing Dr. Vickers’ view of economic law, we must give
initial attention to his view of Biblical law. He says that he is a
Christian. He says that he is arguing Biblically. I argue that he is
arguing humanistically, from start to finish, and that this implicit
humanism is visible in his view of law, both Biblical and eco-
nomic. He contrasts himself with Dr. North and Rev. Rushdoony
throughout his book. He wrote his book to refute them. They be-
lieve in Biblical law and economic law. He believes in neither.
This is the “bottom line” in understanding why Vickers’ system
makes no sense, either Biblically or economically.

You should pay close attention to his line of argumentation.
First, no “inherited societal structure” is “in fill accordance with
the perceptive law of God.” Obviously not. We live in a world of
sin. No human institution since the Fall has been perfect. Is this
any reason to argue that God’s law doesn’t apply? Shouldn’t we
argue instead that this is why God’s law must be applied to institu-

1. Economzcs  and Man, pp. 130-31.
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tions? As we shall see shortly, this line of argumentation becomes a
smoke screen for lawlessness. It places Dr. Vickers in the camp of the
radical Anabaptists, who also have argued for four centuries that
because of the sinfulness of human civil government and even
church government, the y are morally required to retreat from the
responsibilities of applying God’s revealed laws in society.

Second, he concludes that we therefore need to promote “pat-
terns [ah, what a gloriously unspecific word — I. H.] of rectitude
and integrity and righteousness.” Patterns. Not the specific laws of
God as found in the Old and New Testament, but patterns. It is all
so vague. It is all so convenient. It is all so lawless. Dr. Vickers
wrote this book to convince Christians that specific Old Testa-
ment laws are forever abolished; this is the message of the final
chapter of Economics and Man. Dr. Vickers is a self-conscious anti-
nomian with respect to God’s specific, revealed, concrete laws.

Third, the specific, revealed laws of God will never be able to
operate in society, and furthermore, they should not:

In the third place, we mention again by way of summary a point
which has already been made in earlier chapters. We do so briefly and
without further argument at this time because the point does have critic-
ally important significance for the precise economic problems with which
we have been concerned. This is the fact that we have found Rushdoony’s
argument consistently to commit the mistake of arguing from the sanc-
tity and perpetuity of the moral law to the sanctity and perpetuity of cer-
tain of the institutional forms in which the pragmatic implementation of
that law first came to expression. We have seen, for example, that this
defect, which we saw in some respects to be associated with the economic
arguments of Gary North, was instanced in Rushdoony’s  plea for metal-
lic money and his view of the “immorality” and “theft” attached to “un-
backed paper money,” and to some of his propositions regarding scrip-
turally admissible forms of taxation. A social philosophy which insists
on the contemporary normative status of the economic institutional ar-
rangements of theocratic Israel is gravely in danger of overlooking two
things: first, the fact that the prior economic question in modern times is
more sharply related to the problems of economic stability, progress, and
welfare in an economic structure of things which is naturally propense to
disequilibrium; and second, that we have consistently to do not with the
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economics of a theocratic  nation-state, but with the economics of an ob-
viously fallen society. 2

His logic, obviously, is preposterous. His contrast between the
economics of ancient Israel and today’s economics is nothing short
of stupid. Anything this stupid is the work of a man who is desper-
ate to avoid the clear teaching of the Bible regarding law. Ques-
tion: Wasn’t economic life in Old Testament Israel equally con-
cerned with “the problems of economic stability, progress, and
welfare”?

Furthermore, what is uniquely “modern” about a “structure of
things which is naturally propense to disequilibrium”? Wasn’t life
in ancient Israel equally “propense  to disequilibrium” from a
Keynesian viewpoint, or equally propense toward equilibrium
from a traditional free market viewpoint? Can you imagine Dr.
Vickers standing in front of a conference of economists – Keynes-
ians or any other school — and arguing that modern economics
only applies to the historical world after the cross of Christ, and
also outside of Israel prior to the cross, but that a different kind of
economics applied in Israel from Moses to the resurrection? Re-
formed theologians such as Dr. Vickers’ friend Meredith G. Kline
have taught implicitly such a dualistic concept of law,s but Mere-
dith Kline has never tried to be an economist.

Finally, wasn’t “the economics of a fallen society” operative
in Israel, bejore the death and resurrection of Christ? In fact,
wasn’t Israel even more sinful prior to Christ’s resurrection? Didn’t
Christ’s resurrection definitively deliuer  the whole world from the
killing effects of sin? Aren’t Christians working out Progressive@
Christ’s definitive victory over sin at the resurrection?

2. Ibtd. , pp. 361-62.
3. Meredith G. Kline, The Structure of Biblical Authori~  (2nd ed.; Grand Rap-

ids, Michigan, 1975), Pt. II, ch. 3: “The Intrusion and the Decalogue.” Kline’s
position is implicitly a form of dispensationalism, but with the period of Moses to
Christ as the “great parenthesis,” rather than the Church Age. For an analysis of
Kline’s antinomianism, see Greg L. Bahnsen, “M. G. Kline on Theonomic Pol-
itics: An Evaluation of His Reply,” The Journal of Chridian Reconstruction, VI (Win-
ter 1979-80); Bahnsen, Appendix 4 in Theonomy in Chn”stian  Ethics (2nd ed.; Phil-
lipsburg, New Jersey: Presbyterian & Reformed, 1984),
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What Dr. Vickers assumes throughout his book is implicitly
heretical, namely, that the post-resurrection world of Chn”stiani~  is in-
comparab~  more fallen than the pre-Resurrection  world of ancient Israel. In
other words, the revealed laws of God, as well as the laws of eco-
nomics, no longer apply to the Christian world in the same strict
sense as they applied in ancient Israel, because today’s world is
unique~ fallen. It is a fantastic line of argumentation, and he re-
turns to it throughout the book.4 Why? Because antinomian  scholars
are in revolt against the law of God, and they will serious~  consider euen this
line of reasoning, despite its obvious heresy, in order to escape their own
responsibility to preach, obey, and conuince  the ciuil  government to enforce
Biblical law.

This same willingness to accept heresy is true of pietism in
general, and of the older fundamentalism in particular, whose
theologians have had to reply on similarly flawed arguments to
justify their own inaction and lack of dominion responsibility. But
Reformed theologians usually distinguish themselves from funda-
mentalists, proclaiming their commitment to a broader historical
and more well-rounded faith in Christ. They delude themselves.

What is important at this point is that the-reader recognize Dr.
Vickers’ use of a three-step argument. First, this world is imper-
fect. Second, the laws of God therefore do not apply. Third, the
laws of God will never rule society. What you need to recognize is
this: he also uses this same three-step argument to deny the existence of eco-
nomic law.

Imperfect Law Isn’t Law

The key words in the following argument are “automatic equi-
libration”:

We have argued at some length that the exigencies of sin in the fallen
society with which we are concerned imply that there is no reason to be
confident that, if left to itself, the economic system will automatically
equilibrate at a high level of income, production, employment, and eco-
nomic welfare. Our position implies, in other words, that we have no

4. Vickers, pp. 48, 73, 130-31, 357-62.
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reason to be confident in the effective operation of the “invisible hand” of
Adam Smith and the efficacy of the assumptions of automatic harmony
on the basis of which the classical and neo-classical schools of economic
thought proceeded. As we have seen, a more perceptive reading of eco-
nomic history shows that a system of uninhibited /aissez faire has never
existed and cannot properly be expected to exist. The proper definition
of the economic functions of the God-ordained institution of the state
will therefore figure prominently in our analysis. s

I hate to bring it up again, but classical economics did not rest
on the assumption of any “automatic harmony.” No textbook ac-
count of the history of economic thought argues that classical
economists (except the pamphleteer Bastiat)  ever used such argu-
ments. What classical economists did argue is that the competitive
market pressures that are produced by the quest for profit serve as
limiting devices. This free market competition places pressures on
businessmen to serve the needs of customers. (If this argument isn’t
the essence of Adam Smith’s Wealth  of Nations,  what is?) Not only is
there no “automatic equilibration,” the very lack of “automatic equi-
libration” in the market is what offers the hope of profit and the
threat of loss to businessmen. If it were automatic, there would be
no entrepreneurship, no seeking out of profit opportunities.  G

The classical economists certainly argued that there is a tend-
ency for prices to become equal, and for the rate of return on in-
vestments to become equal, and for wage rates to become equal
for the same goods, services and risks. They argued – you won’t believe
this! — that if I can market a product for an ounce of silver per
unit, and I try to sell it for five ounces, while you can also market
it for one ounce, you will have an incentive to take away some of
the sales I would generate. You will probably attempt this by sell-
ing units for something under five ounces a piece. This is the essence
of the classical economists’ argument. It was Keynes’ “revolution” (fol-
lowing Parson Malthus,  Chalmers, and a few other lesser-known
“temporay  general glut” economists) to deny that the market stead-

5. Ibid., p, 195.
6. Israel Kirzner,  Competition and Entrepreneurship (Chicago: University of

Chicago Press, 1973).
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ily clears itself of unsold consumer goods, unsold capital goods,
and unemployed workers by means of this competitive pricing
process. Dr. Vickers continues to argue as Keynes did: inaccurate~.

This process of competitive pricing and seeking out profit oppor-
tunities is not “automatic.” On the contrary, the very existence of
profit and loss opportunities, argue the Austrian School econo-
mists, indicates that the market does not automatically do anything.
It takes profit-seeking entrepreneurs to accomplish the so-called
equilibration, which at most is a tendency toward equilibrium — a
mental construct which can never manifest itself in history. T Dr.
Vickers knows about the Austrian School economists. He wrote his
book to refute Dr. North, and Dr. North follows the Austrians in
their explanation of market pricing and entrepreneurship. But not
a word of this line of reasoning can be found in Economics and Man.

Dr. Vickers returns to a similar line of reasoning (if it can be
called that) which he used to dismiss Biblical law. Point one, he
says that there is no such thing as automatic equilibrium, just as
there is no such thing as sin-free societies today. Then he follows
his previous line of reasoning. Point two, since there is no perfec-
tion — which everyone knows and no one has ever challenged,
least of all Old Testament prophets or Adam Smith – he then con-
cludes that there can never be a free market society which is capa-
ble of matching what State intervention can bring in terms of con-
servation, equity, and growth.

Conservation, development, and equity, we have said, together ex-
haust the economic problem. . . . For to envisage the existence of a
more or less centralized economic policy-making body which has legiti-
mate functions to perform is to acknowledge that, as we recognized in
our critique of historical classical and neo-classical economic thought, we
have no confidence that if left to itself a complex economic system will
automatically equilibrate at a condition of high employment, general-
ized prosperity, and maximum economic welfare. It will therefore be

7. It is not just the Austrian School economists who use such arguments. The
classic formulation is found in University of Chicago economist Frank H.
Knight’s 1921 masterpiece, Risk, Uncertain~  and Projt.
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necessary to consider, at least in outline, what might be understood as
the legitimate economic functions of the state. B

No Appeal to Princ@e

Let us review. Dr. Vickers has argued that because this world
is sin-filled, the specific provisions of God’s law, as revealed at
least in the Old Testament, no longer apply. This means that we
cannot legitimately appeal to the fixed law of God in order to
reduce the power of the State, e.g., taxation above the lQ~o level

or its imposition of fiat paper (or electronic) money. The State’s
law is sovereign over God’s law, or “God’s law (emeritus).”

Dr. Vickers similarly argues that because there is no “automatic
equilibrium” in a real-world economy, it is therefore illegitimate to
appeal to fixed free market principles in criticism of the State.

In short, it is illegitimate to appeal  tojxedprinciples in criticism of the
State. This, by the way, was also the opinion of Keynes. He hated
principles, especially in sexual affairs – and I do mean a~airs  – but

also in economics. Here is what he wrote in 1930 concerning eco-

nomic principles:

All the same I am afraid of ‘principle.’ Ever since 1918 we, alone
amongst the nations of the world, have been the slaves of ‘sound’ general
principles regardless of particular circumstances. We have behaved as
though the intermediate ‘short periods’ of the economist between our
[one?] position of equilibrium and another were short, whereas they can
be long enough – and have been before now – to encompass the decline
and downfall of nations. Nearly all our difficulties have been traceable to
an unfaltering service to the principles of ‘sound finance’ which all our
neighbors have neglected. . . . Wasn’t it Lord Melbourne who said that
‘No statesman ever does anything really foolish except on principle’ ?9

In Dr. Vickers’ scheme, all roads lead to the Stati. There are only
two roads for societies, once they have abandoned the fixed guide-
lines of Biblical law: into statist tyranny, or into lawless anarchy

8. Vickers,  Economics and Man, p. 147.
9. Cited by D. E. Moggridge, The Return to Gold, 1925: The Formation of Eco-

nomic PoliV and its Critics (Cambridge: At the University Press, 1969), p. 90.
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(from whence people flee back to tyranny). This is what both Rev.
Rushdoony and Dr. North have argued for twenty years, and Dr.
Vickers’ book is a large grab-bag of footnotes proving their point.

At this point, we can begin to analyze the arguments Dr.
Vickers uses in denying the existence of economic law. These con-
stitute “point three ,“

Definitions

One difficulty encountered in analyzing Dr. Vickers’ work is
similar to that found in Keynes’ General Theo~.  Anyone who has
tried to read either book will know that both are singularly lacking
in a logical arrangement of ideas. In addition, because there is a
deficiency in definitions of terminology used, it is a mistake to im-
agine that words are used in their historic sense or in their usual
meaning. Ideas introduced in an earlier part of Dr. Vickers’ book
are dropped for a while and returned to later on as if they had
been explained. But nowhere does Dr. Vickers really de$ine the ter-
minology he is using. This means that it is very difficult to ascer-
tain at times precisely what Dr. Vickers is talking about. In fact, it
is almost impossible to come to grips with some of Dr. Vickers’
views. Somehow we have to make our way through the intricate
maze of ideas and weed out the various strands of his thought to
determine what he means. In order to challenge his theories,
there is the consistent need to discuss preliminary matters that
have a direct bearing on the ideas propounded.

Economic Law

For example, a typical high school knowledge of economics, or
even some ideas gleaned from the financial pages of a local news-
paper or financial journal, would provide the thought that there
are such things as economic laws, especially the laws of supply
and demand. A common understanding of these laws would be
that they are somewhat like scientific laws, in that they are a regu-
lar occurrence in the world, and come what may, the laws of supply
and demand remain unchanged.
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Dr. Vickers would like to challenge that belief. But “there does
not exist a ‘law’ of economics in the same sense” as, to use Dr.
Vickers’  example, the “law of gravity.”lo  True, the law of gravity is
an unchangeable factor in scientific investigation, and any scien-
tist wanting to send rockets to the moon, for instance, must take
this law into consideration. Laws such as this allow the scientist to
make the necessary calculations for such a venture, and the rea-
son for this is relatively simple. If there were no laws in the sense
indicated, this physical world would operate by pure chance, and
if this universe is pure chance, the possibility of scientific in-
vestigation is, in principle, impossible. The physical sciences are
dependent upon the fact that when scientists make an investiga-
tion, or conduct an experiment, there are certain “givens” which
they can count on, things that will not change. Take as an exam-
ple the attempts to place men on the moon. Certain calculations
are necessary, based on the fact of certain “laws, ” one of those laws
being in this case the law of gravity.

The idea of “laws” is inherently Christian in origin. It is no co-
incidence that the rise of scientific investigation has taken place in
those countries heavily influenced by the Protestant Reformation. 11
Orthodox Christianity teaches that God controls whatsoever
comes to pass according to the counsel of His own will (Eph. 1:11).
It does not involve any violation of Scripture to make the deduc-
tion that we creatures may observe certain occurrences in God’s
universe and conclude that they will appear with some regularity.
Observation then becomes the basis for determining the outlines
of these regularities, and those things which do recur are called
“laws .“ We do not hold them on the same level as the “laws” of
Scripture, for that is the unchangeable Word of God. But on the
creaturely  level, we may rightly say that a regular occurrence is a
“law” in that sense. What we must do, however, is consider that
because these “laws” originate in the observations of finite human

10. Vickers, Economics and Man, p. 91.
11. For many citations to the scholarly literature, see the essays by E. L. Heb-

den Taylor and Charles Dykes in The Journal of Christian Reconstmctton,  VI (Sum-
mer 1979).
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beings they may be wrong to some degree, and further observation
might bring new evidence to light which could cause us to modify
or abandon that “law.”

Dr. Vickers, however, wants us to believe that there are no
such laws as this in economics. There are, he says, only “statistical
regularities .“’2 Now, if Dr. Vickers means by this that we can
never be absolutely sure that any “law” discovered by autonomous
man will operate “in the future, he may have a point, for man’s
knowledge, unless grounded in Scripture, cannot be guaranteed
to be 100 percent correct. But this is not what he is getting at. He
is also cor;ect in arguing that we cannot discover a “one to one fit”
between fixed law and the external realm. But this is also true for
chemists, biologists, and every other scientific investigator. He
may mean that ‘men, being responsible agents before God, do not
act in a predictable fashion. This, too, is quite true. This is what
Mises and the Austrian economists have argued from the begin-
ning.

So just what is Dr. Vickers trying to prove? He is trying to

prove that the actions of men in a free market – an economy
which is protected by law from violence and fraud — are not really
predictable, compared to a bureaucrat-dominated planned economy. He is
trying to prove that men who compete in a minimum-State free
market environment do not usually produce goods and services
that benefit their neighbors.

Free market economists have from the beginning appealed to
economic law, by which they, too, mean statistical regularities,
but they also implicitly mean’’law” in a broader sense: moral~ valid
legal and institutional arrangements that promote freedom and ther~ore  the
benejit of men in socie~.  Only by denying the existence of regularities
that are produced by acting individuals in a free market environ-
ment, can Dr. Vickers get us to accept those Keynesian theories
he propounds — theories of human action that allow the State to
step in and determine the true boundaries of the “latest” regular-
ities, without reference to the law of God.

12. Vickers, p. 93.
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Giffen’s Irrelevant Theoretical Paradox

A closer look at Dr. Vickers’ “proof” for the denial of the laws
of supply and demand, what he calls an exception to the laws, is
required in order to determine if he does in fact substantiate his
allegation. Imagine, he says, a poor community which has a rela-
tively low level of annual real income per capita, and which is
forced to subsist mainly on potatoes, or some other easily obtain-
able food. The law of supply and demand tells us that if the price
of potatoes drops, other things remaining equal, more potatoes
will be demanded. Not necessarily, says Dr. Vickers. If the potato
price drops, people would have more disposable income available
to spend, and they may therefore purchase substitutes for
potatoes. Fewer potatoes will then be demanded. With potatoes
selling for less, there has been, Dr. Vickers accurately concludes,
an increase in the real income of the people. But, adds Dr. Vick-
ers, this purchase of “potato substitutes” may cause a diminishing
of the demand for potatoes.

If such were the case it would have been shown that the fall in potato
prices has led to a reduction rather than an increase in the quantity of
potatoes demanded. In such an event the economist’s normal law of de-
mand would have been shown not to hold in that case at all. . . . But
other possible exceptions to the normal law of demand could be examined.
A reduction in the price of margarine, for example, may lead to an in-
crease in the consumption of butter and to an actual reduction in the
consumption of margarine. 13

This statement is amazing. Dr. Vickers is saying that the way
to run a clearance sale may be to raise prices instead of lowering
them. (I can visualize the banner across the front of the store:
“Selling Everything Fast – Prices Now Doubled!”)  We should note
that he is not trying to deny completely the fact that lowering the
price is the best way to attract potential buyers, but he is seriously
suggesting there may be instances where price reductions might
lead consumers to purchase other goods of a similar nature.

13. Ibid., p. 92.
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He is playing intellectual games at the expense of the reader’s
understanding of economics. Yes, in theory, such a thing is possi-
ble. In the literature, this is called the Giffen Paradox. It has been
around for over a century. For instance, a consumer good may be
very important in a poor family’s “basket of goods .“ It is not a
highly valued consumer good, but it is all this poverty-stricken
family can afford. The price is lowered, so the family has extra
money to spend. It is just enough extra money to enable them to
reduce their purchases of this “Giffen  good ,“ and buy more of a
good that they really wanted all along, but could not afford.

Let the reader be forewarned: during the last century of eco-
nomic analysis, no economist has yet presented a single example  of a
real-life situation in which Giffen’s  Paradox has been demon-
strated. Yes, when it is discussed at all, potatoes are usually
offered as an example of “the type of Giffen  good that might exist,
#we  could find one in real life .“ But no economist has ever offered
any clear-cut example from economic history of potatoes being
treated this way. The Giffen Paradox has always been an example
of an intellectual peculiarity of economic reasoning. But it has no
impact in the real world. Furthermore, it is such an obscurity in the
history of economic logic that almost no textbook in the history of
economic doctrines, thought, or analysis will even list it in the in-
dex. Yet Dr. Vickers is seriously offering it to buttress his case
against the real-world operations of free market capitalism. His
readers — the vast majority of whom Dr. Vickers knows will not

have been formally trained in economics – are presented with an
oddity of economic theory, as if it were a reality in economic prac-
tice. This should indicate Dr. Vickers’ approach to economics: all
theory (mostly inaccurate), no reality. All argument (mostly con-
fused), no facts. His examples throughout the book are entirely
hypothetical. He makes them up as he goes along. Quite frankly, so did
Keynes. In short, Douglas Vickers cannot be trusted.

Unemployment

Dr. Vickers applies this same fallacious reasoning to the un-

employment situation, and contends that a wage reduction may

not necessarily cause an increase in employment.
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For if action is taken to cause workers’ incomes to be lowered, their
expenditures must also be lower, and it must therefore be recognized
that the assumption of a continuation of general expenditure levels is not
compatible with the assumption of a generalized reduction of wage rates
in the manner proposed. It therefore follows that rather than a general-
ized reduction in the price of labor inducing an increase in the demand
for labor, precisely the opposite effect may follow. 14

(Aren’t you happy that you never had to major in economics?
Aren’t you glad nobody ever taught you to write this incoherently?)

I contend that Dr. Vickers simply makes up these examples.
He fakes them. What does he mean, “if action is taken to cause
workers’ incomes to be lowered”? What sort of actions? By whom?
With what results? If he means a single plant or firm, then work-
ers will stay on the job only if they believe that this is the best deal
available to them. If it really is the best deal, then the employer had
been ou~paying them earlier. Why not stop paying more for-some-
thing if you get the opportunity? Workers certainly stop paying
extra when the y go shopping. That is what “sales” and “bargains”
are all about, contrary to Dr. Vickers’ “Giffen  good” world.

But what if the workers see better opportunities, now that
their wages have been lowered? They will quit. The employer will
be given a lesson in market competition. His competitors will be
given an opportunity to buy a resource from him: laborers.

General Wage Reductions

What is Dr. Vickers talking about? (I find that I ask this ques-
tion to myself on almost every page of Economics and Man. ) Is he
talking about a general reduction of wages? How could such a gen-
eral reduction in wages be accomplished? By an employers’ cartel
of virtually every employer in the country? Ridiculous! Imagine
the cartel costs of holding that scheme together (let alone the
astronomical costs of pulling the cartel together in the first place).
You can see every employer joining, promising to hold wages
down, and secretly thinking to himself “All right, you idiots, go

14. Ibid., p. 93.
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ahead and drop the wages of your workers. Meanwhile, I will
offer your best workers secret cash pay-offs for quitting your firm
and coming to work for me.” (Look, if Dr. Vickers is going to
argue throughout his book about the sinful greed of employers, at
least allow me to give an analysis based on sinful greed.) That car-
tel would last about a month. Maybe. Possibly less.

What about these general wage reductions? How general is
“general”? Every wage-earning worker in society? We have
already seen that a general wage reduction of this sort cannot be
sustained, and therefore is unlikely to be attempted, unless labor’s
productivity has fallen, or unless the demand for labor’s output
has fallen (e.g., in a tiny nation which exports only one or two
items, and which is also highly dependent on income from foreign
sales). He never tells us how general wages could be depressed by
businessmen. Wages can be depressed by governments, of course,
but then we are not talking any longer about free market capital-
ism. We are talking instead about Dx Vickers’  recommended alternative
to free market capitalism, the State-planned economy.

Local Wage Reductions

If he means that the wages of a few workers, or workers in a
region, or workers in a failing industry, can have their wages low-
ered, he is correct. Their wages drop because market demand for
labor’s output has dropped. It is consumers who drop labor’s wages;
employers are only the mtiidlemen  in the transaction between work-
ers and consumers. Laborers, like retail sellers, understand a rule
of economics which Dr. Vickers constantly is at pains to ignore or
deny: “If you can’t sell it, drop its price!” This law – yes, law –
applies to labor, too.

What Dr. Vickers is suggesting here is that a spec~c wage re-
duction may not necessarily be accompanied by a reduction in
prices generally, which we must admit is a theoretical, and often
practical, possibility. Maybe the firm which employs them is close
to bankruptcy. Maybe it needs a commitment from workers to
lower their demands for a while, so that the firm can get enough
profit to pay the bankers who are figuratively banging at the door.
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Workers may be willing to do this temporarily in order to save
their jobs, if the employer and his accountant can prove the case
of imminent collapse. This in no way disproves economic law.

Local wage reductions that are not accompanied by price re-
ductions in the goods and services produced by laborers who have
their wages cut will usually result in lower sales and lower profits.
The average reader may not understand this aspect of free market
capitalism, but it is true. It is normally a mistake for businessmen
to lower the wages of his workers unless there has been a drop in
labor’s productivity or a drop in the demand for labor’s output. By
reducing labor’s wages, except as a last-ditch effort to save a firm
or industry from bankruptcy, businessmen create a situation in
which the more productive employees will begin to seek better op-
portunities. Businessmen wind up with the less productive work-
ers. In short, you get what you pay for. If a businessman pays his
workers as if they were low-productivity people, he will eventually
wind up with a work force filled with low-productivity people.

Historically, capitalism has produced conditions in which high
wages, low prices, and high profits accompany each other. This is
what innovation is all about. This is why Henry Ford could revo-
lutionize the automobile industry – and also the face of the West
— when he raised workers’ wages to an astounding five dollars a
day, put them on a mass production line, and dropped the price of
the “tin Lizzie? (Model T) to where the average Joe could afford to
buy one. He became a billionaire. In short, high wages, low prices,
and high profits.

Treating Works-s as Idiots

Dr. Vickers argues that a lowering of wages may not increase
the demand for labor. 15 Baloney. He is treating labor as if it were
potatoes, and potatoes as if they were Gitfen  goods. Labor and po-
tatoes are not Giffen  goods (or services). (Nothing ever discovered
has ever acted as a Giffen  good or service.)

Let us consider a situation in which lower wages will not lead

15, Ibid., pp. 269-270,
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to an increase in labor services purchased. A firm is about to go
bankrupt. The quanti~  of labor damanded  is about to drop. There-
fore, by lowering their wage demands, the workers keep their jobs.
The quantity of labor actually demanded increases from what it
would have been had thg not agreed to the wage cut. Dr. Vickers may be
able to provide statistical evidence that a drop in wages in some
firm did not result in more workers being hired, but the statistics
conceal the economic truth: had they not consented to reduced
wages, thg would have been j$red. It is once again the case of what
Bastiat called over a century ago the falla~  of the thing unseen.

We must begin with a reasonable presupposition: laborers are
not idiots. This may not seem like a very remarkable insight, but
Keynesian economic theory treats them as if they were idiots. The
whole Keynesian ‘solution” to the great depression was to lower the
real wages of workers by inflating the money supply, thereby forcing
workers unknowirzg~  to accept reduced income (higher prices, but

fixed wages), instead of asking them, industry by industry, to take

pay cuts in order to save their firms and their own jobs. Keynes

thought that workers would not lower their mong wages, but that

they could be fooled into accepting lower real wages. Keynes even

admitted that this was the nature of his little game: “Having

regard to the large groups of incomes which are comparatively

inflexible in terms of money, it can only be an unjust person who

would prefer a flexible wage policy to a flexible monetary pol-

icy. . . . “16 Cheat the workers, fool the workers – and anyone who

isn’t willing to go along with this nation-wide experiment in mon-

etary debasement and deliberate subterfuge is an “unjust person.”

Spare me the moral lectures, Keynes; you are not well known for

your moral vision. Not in Christian circles, anyway.

Conclusion

Dr. Vickers’ conclusion that wage reductions might not result
in an increase in the quantity of labor demanded is correct on~ if
all other factors — including price levels — drop in the same direc-

16. Keynes, The Genmal  Theoy,  p. 268.
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tion as wages. But if they do drop, then real wages have remained
the same. In such a situation, what Dr. Vickers  is arguing — a
drop in mong wages – is therefore irrelevant. But, then again, so
is 90 percent of Economics and Man.

Dr. Vickers’ argument that lower wage rates will cause more un-
employment is not simply irrelevant; it is preposterous. It would
be the equivalent of the “going out of business clearance sale”
mentioned above. Imagine the employer’s response to a trade
union official who announces: “So you’re going to fire us, are you?
All right, we demand double our previous salaries. Now what are
you going to do?” I will tell you what the employer will do, unless
the civil government threatens him with immoral violence: he will
fire them, assuming that there are equal~  competent (or rapid~  trainable)
workers who stand ready to replace them at a lower wage. And if there
aren’t, and the employer knows it, then his threat to cut their
wages was simply a bluff. The workers should call his bluff.

Vickers:  “But State Laws Are Laws”

One final comment is appropriate on his attempted denial of
economic law: Dr. Vickers  does not real~ believe his own argument! He
knows economic laws do exist. In other contexts, he speaks of the
“law of absolute advantage” and the “law of comparative advan-
tage.”17 When discussing exchange rates, he concludes, without
hesitancy, that “the price of any particular currency in terms of
other currencies will depend on the volume of the demand for,
and the supply of it. . . .” 1s

Question: How can Dr. Vickers conclude that these prices are
dependent upon economic laws when he says the laws do not al-
ways operate? Furthermore, if they function in these instances,
how does he know this, and can he be sure they always do? An-
swers to these questions are not to be found in either Economics and
Man or A Christian Approach to Economics and the Cultural Condition,
but on the evidence available, the only conclusion is that Dr.

17. Economics and Man, p. 227, emphasis in original.
18. Zbtd., p. 230; cf. p. 231.
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Vickers knows the laws of economics are always found to function
(other things being equal). ‘g There can, then, be only one reason
Dr. Vickers is prepared to present such a contradictory argument,
and that is because economic laws mitigate against the Keynesian system.

Take Dr. Vickers’ example on wage rates. He does not want
wages lowered because that might lead to increased unemploy-
ment. (He cannot show why, however. ) In other words, according
to the Keynesians, the on~ time economic laws don’t exist is when thg
prove that Kgnesian  theories are wrong in theo~ and practice.

The problem with Dr. Vickers’ rejection of economic law is
analogous to the Keynesians’ failure to discuss why it is that the
free market works most of the time. The main problem for the
Keynesians is not to explain why the free market sometimes fails
to clear itself of goods and services (i. e., allows unemployment);
the problem is to explain by means of Keynesian theory why the
free market should ever work at all. As. Prof. Roger Garrison
says, “we must know how things could go right befo~e we can ask
what might possibly go wrong.”~  The problem that Dr. Vickers
needs to deal with is why there should be any statistical reg-ular-
ities at all. He also needs to answer this question: By what pattern
of regularities will government planners govern the economy?

The denial of economic law is a necessary part of any
socialist’s armor. If there are no certain laws, such as the laws of
supply and demand, chaos must reign in the free market. To
remove this chaos, the Keynesians argue, let us have State regula-
tion. In short, the on~ reliable luw k State legislation. This is the
essence of Dr. Vickers’ arguments against capitalism and laissez-
jaire. (It is also the essence of modern Darwinism,z’ of which the

19. Vickers does not use the word “always.” By “always” I do not mean in the
sense of immutable, but rather that so far as man’s experience extends the laws
have been substantiated by “statistical regularity.” Presumably they will occur in
the future because of past regularity.

20. Roger Garrison, “A Subjectivist Theory of a Capital-using Economy,” in
Gerald P. O’Driscoll,  Jr. and Mario Rizzo, The Economks of Time and Uncertainty
(London: Basil Blackwell, 1985), p. 171.

21. Gary North, The Dominion Covenant: Genesis, Appendix A: “From Cosmic
Purposelessness to Humanistic Sovereignty.”
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Keynesian system is a subset.) Recall his descriptive phrase concern-
ing the fkee  market, that market forces “gyrate uninhibitedly and
randomly of [their] own accord .“ZZ Dr. Vickers wants us to believe
that State regulation of the economy is necessary because of the mar-
ket?s  apparent chaotic nature, and that his demands for conserva-
tion, development, and equity can only be met by regulation of the
economy from the top down. But what makes the “statistical regular-
ities” of State planning so predictable and scientific? What institu-
tional controls need to be implemented to make politicians and bu-
reaucrats trustworthy? Dr. Vickers never even raises the question.

Despite his assurances to the contrary, Dr. Vickers does not
want the kind of society in which individuals are free to pursue
their own goals. Why not ? There can be only one reason: he
believes /ti.r goals should be the goals of everyone in society!
Keynesians want to impose their  view onto everyone else. If they
could prove that God’s law supports them, we should listen, but
this case, above all, is what Keynes would never have attempted
to argue. He was self-consciously in revolt against God and God’s
law. This man-manipulating goal is the goal of all socialists, and
Dr. Vickers, as we have seen,zs  is a socialist, if not of the first
order (government ownership), then at least the second order
(government control). Socialists are so convinced, for example,
that it is somehow “immoral” for some to be wealthy while others
are in poverty, that they insist that private wealth must be redis-
tributed by various means, and the taxing system is the method
Dr. Vickers would use.g4

Tyrants through all ages have always thought their ideas
superior to those of the common person. Plan as they will, how-
ever, the socialists cannot get past one undeniable fact, and that is
that people are human beings who will act according to the way
they think, irrespective of the rules which may be imposed upon
them. The y are inveterate “seekers after loopholes .“ They may
conform for a time if sufficient force is used, but in the long run

22. Vickers, Economics and Man, pp. 234.
23. Chapter 5, above.
24. Vickers, Economics and Man, pp. 319, 340.
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individuals always do what they perceive to be the correct action.
Dr. Vickers  obviously likes “progressive” (graduated) income

taxes. But at what level will he set, for example, the highest scale?
Sixty percent, as we have in Australia? Perhaps he is a little more
modest and would only want forty percent. The difficult y he will
have, though, is that it is very well to tell someone he must pay a
tax of sixty cents on the dollar, but if that person thinks this is too
high, he is about to do everything possible to get out of paying it.
It is no coincidence that tax avoidance and outright evasion
abound wherever tax levels are on the increase.

Conclusion

It is never a question of laws vs. no laws. It is always a ques-
tion of whose laws. It is always a question of which laws. It is
always a question of whose ox gets gored. It is, in short, just what
Lenin said it is: “Who, whom?” In a world created and maintained
by God, it is this series of choices:

God’s law or chaos
God’s law or tyranny

God’s law or God’s wrath25

Dr. Vickers has no more proven his thesis that economic laws
do not always exist than he has proven that the earth is flat, or
that Keynes “refuted” Say’s Law. It is just that in the latter case,
he has not tried to prove it. But his attempts would meet with the
same result. ‘G

Again and again, when confronting Christian antinomians,
we should ask them this question: By what standard? When they
argue that God’s revealed laws no longer apply, we must ask: By
what standard? Who repealed them? On what basis? When they
assure us that there is a better way to achieve social peace than by

25. Gary North, The Sinai Strategy: Economics and the Ten Commandmts  (Tyler,
Texas: Institute for Christian Economics, 1986), p. 6.

26. See Eugen von Bohm-Bawerk, “Control or Economic Law; in Shorter
Classics (South Holland, Illinois: Libertarian Press, 1962), I, ch. 3.
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means of God’s revealed law, we must ask: By what other standard?
The fact of the matter is: they do not like God’s law. They are embar-
rassed by God’s law. They prefer to think that God changed His
mind — about economics, politics, and morality. Especially moral-
ity. Keynes unquestionably had good reasons for hoping that God
had changed his mind. He had good reasons for hoping that there
is no God, and no day of judgment. He implicitly concluded: “No
law – no God; no God – no day of judgment .“ It is understandable
why the whole concept of fixed economic law, ordained by God,
or fixed economic principles, ordained by God, would have been
repugnant to him. Fixed laws reminded him too much of God.

What is Dr. Vickers’ excuse? What is his reason for hoping
that God has changed His mind and therefore changed His social
laws? Is his reason primarily intellectual? Or moral?

What is Dr. Vickers’ reason for thinking that God has not pro-
vided men with economic law? Is his reason primarily intellec-
tual? Or moral?

And should we be surprised that both Keynes and Dr. Vickers
wind up on the road to the central planning State?
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DISGUISED COUNTERFEITING

restraint can be quite @ective  in dampening
excessiue~ actiue  economic conditions, it is doubtful that an easing of
the monetaV  situation can be as efective in stimulating the economy
out ofa recession. . . . It is in such an economic situation that a heav-
ier contn”bution  from jiscal  policy may be necessa~,  with the govern-
ment taking action, via its budget policies in ways we shall  consider in
the next section, to boost the expenditure streams in the economy and
thereby production and employment. 1

Dr. Vickers’ statement of the Keynesian position is character-
istic of what Prof. Axel Le~onhufvud (no, I can’t pronounce it
either) identifies as the “revolutionary orthodoxy” branch of
Keynesianism. He contrasts it with the “neoclassical synthesis”
branch. “The orthodoxy tends to slight monetary in favor of fiscal
stabilization .“ This is Dr. Vickers’ position. Back in 1967, nine
years before Economics and Man was published, Prof. Leijonhufvud
commented: “As described, the orthodoxy is hardly a very reputa-
ble position at the present time. Its influence in the currently most
fashionable fields has been steadily diminishing, but it seems to
have found a refuge in business cycle theory – and, of course, in
the teaching of undergraduate macroeconomics .“2

Consider the implications of what he was saying. First, the
school of Keynesian interpretation to which Dr. Vickers belongs

1. Economics and Man, pp. 305-6.
2. hel Leijonhufvud, “Keynes and the Keynesians: A Suggested Interpreta-

tion;  American Economic Review, LVII (May 1967), p. 401.
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was by 1967 already out of fashion, not taken very seriously by the
economics profession, and basically a thing of the past. Second,
its members had been banned by their peers to the Siberia of the
profession: teaching undergraduates and writing textbooks. Time
plays cruel tricks on once-young intellectual revolutionaries. It
turns them into fuddy-duddies. The methodological expropriators
are expropriated.

Who is Axel Leijonhufvud? He is the author of the major rein-
terpretation of Keynes in this generation, which appeared a year
after his essay. s Furthermore, the essay appeared in the American
Economic Review, the most prestigious of all the professional eco-
nomics journals in the United States, and therefore in the world,
given the influence of U.S. economists. Leijonhufvud was an-
nouncing the demise of the previously reigning branch of Keynes-
ianism, and he was doing so in the confidence that the bulk of the
profession understood th-at he was correct. Those who refused to
recognize it were precisely the aging holdouts  whose opinions no
longer counted.

What is ironic about the post-Keynesian revolution which
buried the older Keynesians is that the older men continue to
write as if they were still on the cutting edge of revolution, rather
than under the cutting edge. They are rather like those aging neo-
classical scholars in the late 1930’s and early 1940’s who expected
“this Keynesian nonsense” to go away after the War. The major
non-Keynesian scholars did recognize the challenge of The General
Theory and tried to challenge it. They understood that a methodo-
logical earthquake was underway. It was the classroom teacher on
the fringes of the profession who never quite knew what had hit
him. So it is today. Dr. Vickers, as late as 1982, was still writing as
if he were in the army of the innovators, in hot pursuit of the
neoclassical Philistine:

The outlines of this discontent are clear on only a minimal inspec-
tion. An earlier and comfortable orthodoxy has been shattered, and new

3. On K~nesian  Economics and the Economics of Kgmes:  A Stdy in Monetaty Theoty
(New York: Oxford University Press, 1968).
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ways of looking at the world are being sought to repair the logical inade-
quacies and the empirical irrelevancies of economic science. Assump-
tions that the economic world was continually in some kind of describ-
able equilibrium; that automatic harmonies existed and propelled the
economy continually to positions of maximum benefit and welfare; that
simplistic analyses that abstracted from the dynamics of real historic
time could adequately explain observable states of economic affairs . . .
these comfortable simplicities, these damaging illusions we might say,
have been fairly completely shattered, and new paradigms of economic
argument have emerged. The assumptions of equilibrium, of the pres-
ence in the economic system of so-called “risks” that could be assumed
away by the application of a calculus of probability based on postulates
of randomness and chance, of the safety in analysis of ignoring genuine
time, have had to give way to newer perspectives. An earlier crust of or-
thodoxy has crumbled.4

What is astonishing about these words is that it is virtually at
each of these points that the post-Keynesian economics revolution
against the older Kgnesian orthodoxy has been aimed: at Keynes’ static
model, at his ignoring of real time, at his model’s de-emphasis of
entrepreneurship. Even more astonishing, it is precisely on these
points that the Austrian School economists have always concen-
trated their attack against Keynes, along with the static neoclas-
sical equilibrium economics tradition oj which Keynes was clear~ a
part. 5 Yet Dr. Vickers imagines that it is he and his retired
Keynesian colleagues who are in the front lines of the offensive at-
tack against stod~ conservatism. In the midst of a 20-year meth-
odological rout of his army, retired Sergeant Vickers imagines
that he is cheering on his old unit in a final charge against a nearly
defeated enemy. If he weren’t so arrogant in his confidence, he
would be a pathetic figure.

The Flow of Money

Dr. Vickers leaves us in no doubt as to where he believes the
heart of the Keynesian system lies. The “kernel” of the Keynesian
system, says Dr. Vickers, is this: “The total level of the production

4. Vickers, A Christian Approach to Economics and the Cultural Condition, pp. 22-23.
.5. Gerald P. Ollriscoll, Jr. and Mario J. Rizzo,  The Economics of Time and Un-

certain~ (London: Basil Blackwell, 1985).
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and output of goods and services in the economy, and thus the
level of employment which producers and employers were able to
offer, was dependent upon the total level of the flow of monetary
expenditure or demand.”G In a nutshell, expenditure generates income.
“One individual’s expenditure becomes, or generates, another in-
dividual’s income.”7 This person’s income, when spent, creates in-
come for a second person, and so on. Thus, the total monetary
demand is the amount of money flowing throughout the economy
at any given time. So far, so good. Nothing too revolutionary
here. Yet.

The deduction made by Dr. Vickers from this is that whenever
a person refrains from spending his money, this causes a decrease
in monetary demand and results in the loss of income to someone
else. In turn, this results in reduced purchases, so businesses are
forced to scale down their operations or close up shop altogether.

Let us be precise, that is, let us avoid Dr. Vickers’ verbiage. “If
he doesn’t spend his money, I don’t get my money.” Alternatively,
“If I don’t spend my money, he doesn’t get his money.” Oh, yes, I
forgot to specify that this is a two-person model. I want to be precise.
I want to be scientific. I want to sound like a classroom economist.

In this form, the whole idea is a truism. This insight, plus a
subway token, will get you a ride on the subway. But there is a
hidden agenda lurking in the shadows. What the Keynesians
really mean is that if I hoard my goods (represented by money),
then nobody else will get access to them. Then we all stop trading
with each other. The division of labor collapses, per capita pro-
ductivity collapses, and therefore per capita wealth collapses. But
wait, you say. To collapse the system completely, everyone has to
hoard all his goods forever. Why would we all do such a stupid
thing? Then you show absolute economic genius. You next ask:
“If we all were to start hoarding, and as a result we all started to
suffer a drop in our incomes, and therefore a drop in our wealth,
wouldn’t we drop our prices? And if everyone started dropping

6. Vickers, Economics and Man, p. 13,
7. Idem,
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prices, wouldn’t we start trading with each other again because of
all the bargains coming on the market?” Now, smarty pants, you
have just questioned your way out of a Ph.D. in economics from
the University of Almost Everywhere. Or at least you would
have, had you attended prior to the mid-1960’s, when Dr. Vickers’
crowd controlled the system.

The Rejiusai  to Trade

Why won’t I spend my money to buy what you want to sell?
Here are the only reasons I can think of:

1. I don’t know what you’re selling.
2. You don’t have what I’m buying.
3. Your price is too high.
4. Your price is acceptable to me, but I think you will take less

later on.
5. The government has made it illegal (or expensive) to trade.

If you want to sell it to me, and my problem is ignorance, you
will advertise what you have and the price you want (or are at least
willing to accept). This costs you more money to make the sale,
but you decide it is worth it. Your expenditure reduces my ignor-
ance or lack of motivation, whichever is greater. (Salesmanship.)

If you do not have what I want to buy, you may be able to get
me to buy it anyway, if you lower the price enough, or if you can con-
vince me that there is someone else who will sell me what I want if
I can offer him what you are trying to sell to me. (We are now at a
three-person model, just for the record.)

If your price is too high, you can lower the price, or you can con-
vince me that I really want it enough to buy it at the high price.
(Salesmanship.)

If I think you will lower the price later on, you can either
lower it now, or you can sit and wait. Maybe you will take a lower
price later on. Maybe you won’t. Time will tell. (But you proba-
bly won’t wait forever to sell, will you? Something is better than
nothing. )

If the government has made it illegal or too expensive to trade,
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we can both get together and vote out the government. Then we can
trade. Or we can ignore the government, increase our risks of ac-
tion, and trade anyway.

The Great Depression

What gave the Keynesian revolution its market in 1936 was
the fact that for over six years, people all over the Western world
had not been trading very much with each other. All the unplea-
sant results of a collapsing division of labor were manifesting
themselves. People’s incomes and their net wealth dropped. Why
had this happened? More important to the average politician,
what could be done about it? Actually, the average politician had
already decided what should be done: spend government money.
Keynes came along in 1936 to provide the academic justification
for what they were already doing. (It took a world war to get the
spending up, and the price controls on, sufficient to placate the
voters. ) Mises is correct:

The policies he advocated were precisely those which almost all gov-
ernments, including the British, had already adopted man y years before
his “General Theory” was published. Keynes was not an innovator and
champion of new methods of managing economic affairs. His contribu-
tion consisted rather in providing an apparent justification for the pol-
icies which were popular with those in power in spite of the fact that all
economists viewed them as disastrous. His achievement was a rationali-
zation of the policies ah-cad y practiced. 8

What had happened was that governments had done too
much for the people . . . earlier. They had inflated their curren-
cies from 1914 onward. They had suspended the gold standard
when the First World War began. They had agreed to an infla-
tionary version of the international gold standard, called the “gold
exchange standard ,“ at the Genoa Conference of 1922. Britain
went back on the gold standard in 1925, but at an artificially high
exchange rate for the pound, pretending that the pound was what

8. Ludwig von Mises, “Lord Keynes and Say’s Law” (1950), in Planning for
Freedom (South Holland, I1linois: Libertarian Press, [1952] 1980), p. 69.
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it had been worth before the inflation of the War. The British gov-
ernment, through the efforts of the head of the Bank of England,
Montague Norman, then pressured the U.S. Federal Reserve
System to inflate the dollar, in order to keep foreign currencies
(and gold) from flowing out of the Bank of England into the
United States. In 1929, the Federal Reserve System tightened
money, meaning that they stopped inflating, which led to a rapid
rise in short-term interest rates, thereby creating a recession. (Re-
member, recessions are created by prior inflations, )9 In 1930, the
U.S. government passed the infamous Smoot-Hawley tariff,
thereby reducing imports and simultaneously crippling U.S. for-
eign trade. This crippled Europe’s ability to earn dollars by selling
to the U.S. market, which reduced Europe’s ability to repay loans
to the U.S. The rest, as they say, was history. 10

The Kgmesian Solution

Keynes, a great defender of British tariffs after 1930, obviously

didn’t see things this way, that is, in terms of market economics.

He had a different solution. Instead of investigating the lack of

trade, output, and income in terms of restraints 1-5, and then

thinking about how to solve the problem(s), Keynes added a sixth

reason to explain why I refuse to buy your goods.

6. I need more money.

It is true, of course. If I had enough money, I would buy your
goods, assumingyou  would still sell  me something I want at this moment?
price. If I had enough money, we could then overcome the impedi-
ments of any of the five. Yes, even if the government has made
trading illegal. If necessary, I could bribe a bureaucrat. We could
hide what we are doing. Anyway, if I just had more money, all my

9. Ludwig von Mises, Human Action: A Treatise on Economics (3rd ed.; Chi-
cago: Regnery, 1966), ch. 20.

10. A readable account of all this is found in Paul Johnson, Modem Times: The
Worldfrom the Twent2es to the Eighties (New York: Harper& Row, 1983), ch. 7. He
bases his narrative on the brilliant Austrian School analysis of Murray Roth-
bard, America’s Great Depression (Princeton, New Jersey: Van Nostrand, 1963).
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hesitation would go, ifl real~ want whatyou  want to sell. And if you
don’t have what I want, I can get someone else to sell me what I
want, if I had more money, and then he can buy what you’re sell-
ing. All I need is more money. But where am I going to get more
money? How am I going to get more money?

Keynes’ answer? Get it from the government. This is called ‘fiscal
policy.”

But where will the government get it? From taxes. Response:
then those who get taxed can’t spend it. Aggregate spending
doesn’t change. All right, you have a point. The government will
have to borrow it. Response: then those who loan the government
the money can’t spend it. Aggregate spending doesn’t change. All
right, the government has a third option. It can print more money.
This is called monetary policy.

No, you are saying to yourself. It can’t be. Not that. That has
been tried over and over again since the dawn of the division of
labor economy based on money. That is just the same old govern-
ment confidence game. That is the same old government-approved
count~eiting  scheme. That is the old-time religion of inflation.
Keynes must have offered something more constructive than this.
Surely there is some super-sophisticated answer buried in all that
verbiage, some magic formula hidden in all those equations.
Surely. Because if there isn’t, and if economists and politicians
were to accept his answer, we would find ourselves in the age of
inflation.

And that, my friend, is exactly where we find ourselves.

The Age of Inflation (and Unemployment, Too)

We speak of the Keynesian revolution. So do the Keynesians.
We are assured that all pre-Keynesian economics is dead. The
winners in the competition for the minds of men are the Keynes-
ians. We have the proof. Keynesian policies have produced uni-
versal prosperity. We are all trading with each other again. The
depression is over. It has been over for almost half a century.
There is one man who did it all: John Maynard Keynes. We are
now ready, announced Walter Heller in 1966, for the New Frontiers
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in Political Economy.
Well, we were not ready. We were not ready for two decades of

worldwide price inflation. Price inflation is where Keynes ianism
must lead, warned Mises  and the other pre-Keynesian economists
in the late 1930’s. Price inflation is the Keynesian solution, Hayek
argued for five decades. Swallow the Keynesian solution, and it
will turn out to be a poisonous solution, they warned. Then the
whole Western world swallowed it.

To Get Peopk  Buying Again

“The trouble is ,“ says the disgruntled potential buyer to the
seller who has just raised his selling price, “you cheated. Yes, you
did. I was willing to buy. I didn’t buy for a while, but then I got
the newly printed money, and I decided to buy. But you changed
the rules. You raisedyour pn”ce.  You saw I had that new money, and
then you got some, too, and you got greedy. You went and broke
the rules .“

What rule is this? Keynes’ rule, on which he based his entire
“revolution,” namely, that the sellers of goods, especial~ labor  goods, are
never supposed to catch on to the conjdence  game that the government is run-
ning. If the sellers ever catch on as sellers, the Keynesian miracle
collapses. They are allowed to catch on as buyers of goods (in-
creased aggregate demand), but never as sellers. If they catch on as
sellers, they will raise prices, thereby reducing aggregate demand
for goods. In short, the Keynesian revolution is based on the pre-
posterous assumption that each economic actor has two separate
brains: a buyer’s brain and a seller? brain, and these two brains are
not supposed to understand each other. Unfortunately, they do
understand. As soon as the seller’s brain catches up with the buy-
er’s brain, the seller raises prices, and trade impediments 1-5
appear again. The inflation-fueled boom turns into yet another
recession. Unemployment rises.

Unemployment is up, all over the world. Why? If the Keynes-
ian miracle is so miraculous, why are so many people unem-
ployed? Because they are asking too much money in wages. Be-
cause trade union restrictions keep them out of the labor force.
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Because other government restrictions against trade exist: wage
floors, price floors, tariffs, etc. In short, because of all those economic

factors that Kgnes catigorical~  refused to con-.riier as causes Ofunemploynwnt.”
We were told that if we inflated the currency, we could hold

down unemployment. “Better six percent inflation than six per-
cent unemployment,” was the motto of the 1960’s. So the United
States got double-digit price inflation in the late 1970’s, and over
six percent unemployment. Remember, this was under the reign
of President Carter and his Keynesian advisors.

What happened was simple: the public finally caught on to the
game. They saw that people had more money to offer, so person
by person, they asked for more money in return. Thg refused to sell
at yesterday prices. That spoiled the Keynesian miracle.

No, you’re saying to yourself again. It can’t be. That’s all there
was to it? You mean to say that when sellers finally started asking
for more money, the same problem occurred again? People stop-
ped trading again? You mean we are back to reasons 1-5?

Yes, that is exactly where we are. Except for one minor detail:
debt. A trillion dollars in debt is owed to Western commercial
banks, and as much as half of this cannot be collected. It will take
more fiat money to repay this debt — repay it nominal~.  Add to this
debt the trillions of dollars, pounds, “whatevers” that are owed by
governments to their people in the form of economic promises –
promises that are impossible to fulfill. Add trillions more in private
debt internal to each nation. We have changed people’s psychol-
ogy. Keynesian economists told them: “Buy now, pay later.” They
took the economists at their word. Now, should we adopt mone-
tary policies that do not spew ever-more quantities of money into
the system in order to enable debtors to repay existing debt, the
whole system collapses. We get another deflationary depression.

And then 1936 will look pretty good in retrospect.

11. Summarizing Keynes: “It is not necessary, moreover, to rely on ‘monopo-
lies,’ labor unions, minimum wage laws, or other institutional restraints on the
utility maximizing behavior of individual transactors in order to explain finite
price velocities. Keynes, in contrast to many New Economists, was adamantly
opposed to theories which ‘blamed’ depressions on such obstacles to price adjust-
ments.” Leijonhufvud,  American Economic Revs2w (May 1967), p. 403.
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Fiscal Policy: “Inflation With Deception”

I have argued that the Keynesian kernel is simply to create
money. That was not quite fair. We must give Keynes his due. He
wanted to create money, all right, but he wanted to do it in a way
which would confuse people. Also, he wanted to do it in a way
which would increase the power of the State. It was not that he
approved of private counterfeiting. No, what he wanted was public
counterfeiting.

If the Treasury were to fill up old bottles with banknotes, bury them
at suitable depths in unused coal mines which are then filled up to the
surface with town rubbish, and leave it to private enterprise on well-tried
principles of laissez-faire to dig the notes up again (the right to do so being
obtained, of course, by tendering for leases of the note-holding territory),
there need be no more unemployment and, with the help of the reper-
cussions, the real income of the community, and its capital wealth also,
would probably become a good deal greater than it actually is. It would,
indeed, be more sensible to build houses and the like; but if there are
political and practical difficulties in the way of this, the above would be
better than nothing. 12

Keynes was being clever, of course. But this is what brought
the Keynesian revolution. It was not his equations but his charm
and cleverness that persuaded his academic disciples. What his
followers dare not admit, and what is inescapably true in retro-
spect, is that his clever analogies were the very heart and SOU1 of
the Keynesian revolution. The equations were window-dressing,
or better put, the hard shells; the kernels of untruth were hidden
inside. In promoting the theories of The General Theory, Keynes
was a salesman far more than an economist.’3

12. John Maynard Keynes, The Gen~al Theoy of Employment, Intmesl, and Mong
(New York: Harcourt, Brace and World, 1936), p. 129.

13. Prof. Leland Yeager has commented: “Keynes made many contributions
besides what became known as Keynesianism. But his main contribution, as I
now see it, was an effective selling job for concern with the problems of emplo y-
ment and effective demand. . . It is a sad commentaq  on the American eco-
nomics profession that the wiles of salesmanship, instead of or in addition to
sober analysis, should have been necessary to gain due attention to the problem
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Useless Work

The first notable feature of Keynes’ vivid analogy is the use-
lessness of the work. The Treasury could spend the money into
circulation by paying for public housing projects. That was what
he really preferred: government-built houses. But digging up
filled-in holes was satisfactory.

The point to bear in mind is that when working men dig up
coal, it is because they believe they will meet a consumer’s de-
mand for coal. It is not the activity, but rather the consumer needfil-

jdled,  which is crucial in a free market arrangement. Digging up
bottles filled with paper money is useless expenditure. Instead,
dig for coal. But if the mine has played out, and it costs too much
to dig it, then stop digging. You can just hand out the counterfeit
money But stop digging. You are wasting time and money in dig-
ging. Yes, you get some coal, but it costs too much.

True, the government could construct houses. But this is no
different from digging up coal which is too expensive to extract in
terms of what it will bring on the free market. Do not build houses
that would not otherwise sell. Do what the coal miners had to do:
stop building. You can just hand out the counterfeit money But
stop building,. You are wasting time and money in building. Yes,
you get some houses, but they cost too much.

Professional~  Managed Counte~eiting

The second notable feature of his clever analogy is that the
Treasury must print the notes. Why not private counterfeiters?
He did not say. I think he might have replied: “People want to
trust the government. They don’t want to be arrested for dealing
in counterfeit notes.” So why not rewrite the law and allow private
counterfeiting? “Because the government policy-makers must
guide the overall creation of money, in order not to allow mass in-

of effective demand. Keynes, probably to his credit, saw and provided what was
needed — enthusiastic polemics, sardonic passages, bits of esoteric and even
shocking doctrine.” Yeager, “The Keynesian Diversion,” Watern Economic Journal,
XI (June 1973), p. 150.
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flation.” You mean that mass inflation is a possibility? “Yes, of
course.” And this is bad? “Yes, of course .“ What we need, you are
saying, is “managed” inflation. “That’s it, exactly!”  (The public
asks: “Oh, wise economist, how can you manage inflation?” The
reply: “Don’t worry; I’ll manage.”) What we need, in other words,
is professional counterfeiting. This means countmfeiting managed by
Kgnes-trained economists.

Keynes believed that when you and I (buyers and sellers)
refuse to make an exchange, we are hurting each other. We just
can’t seem to help it. Somehow, we just cannot sort out the prob-
lem and come to terms. What we need is an incentive to trade. We
need the State to come in and provide the needed incentive. This
incentive is more money for the buyer (seller of money), and more il-
lusion for the seller (seller of goods and services).

If the problem is the shortage of money, why not allow private
counterfeiting? Is it a form of theft? Then so is official counterfeit-
ing. Will private counterfeiting debase the value of the currency
and investments presently held by the public? Then so will official
counterfeiting. Will private counterfeiting destroy the people’s
faith in the existing currency unit? Then so will official counter-
feiting. Will private counterfeiters lack the self-restraint needed to
steal from the public slowly, and to debase the people’s holdings of
money-denominated assets? Then we are arguing about time, not
principle.

In short, if it is wrong and self-defeating for private counterfeit-
ers, it is equally wrong and self-defeating for official counterfeiters.
Yet the official counterfeiting still goes on. It is called progressive
monetary policy. Keynes and Milton Friedman and the supply-
-side economists and the Social Credit cranks all agree: a little in-
flation of the money supply is necessary. But why? What is the
difference who does it? The answer is clear: the State can do it in a
managed fashion, and Zf the bad results can be delayed until  afier  the next
election, the politicians will  continue to print the money. In short, the
issue is time. Private counterfeiters get greedy. They will compete
against each other. They will destroy the game too soon. Counter-
feiting eventually will destroy the economy, but slow counterfeit-
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ing — managed money – does not alert the victims until years
later. That, in essence, is the kernel of truth in the overall shell of
economic depravity. The public learns slowly. The public trusts
the experts, and the public learns slowly. Ojicia/ counte~eiting  be-
trays the publick  trust . . . slow~.

This is the heart of the Keynesian revolution. This is why
Keynesians favor fiscal policy– taxing and spending and running
large deficits — rather than monetary policy, that is, outright infla-
tion. The public can be fooled a lot longer if the central planners
disguise the theft of counterfeiting through government spending.
The government needs to spend the money to buy “something
productive; or build “something productive .“ If the government
just handed out the fiat money on street corners, the public would
figure out that the government’s solution to depression is simply
the old con job of mass inflation. Prices would go to infinity, and
the game would start over. But in the meantime, everyone would
have been ruined, first by mass inflation, and then by the result-
ing depression. Keynes had learned the lesson of the German in-
flation of 1919-23. Fiscal policy was his answer: concealed long-term
mass inflation. In short, hide the reality as long as possible.

The Need for Government Pyramids

Does this mean that public works projects are nothing more
than modern-day pyramids? Are they really just smoke screens
for the engine of inflation? Are they really not much better than
digging holes in the ground, and piling up dirt somewhere else? Is
this the kernel of untruth in Keynesian fiscal policy? Yes, and
Keynes said so himself

In so far as millionaires find their satisfaction in building mighty
mansions to contain their bodies when alive and pyramids to shelter
them after death, or, repenting of their sins, erect cathedrals and endow
monasteries or foreign missions, the day when abundance of capital will
interfere with abundance of output may be postponed. “To dig holes in
the ground ,“ paid for out of savings, will increase, not only employment,
but the real national dividend of useful goods and services. 14

14. Ibid. , p. 220.
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Of course, he really didn’t believe in such a system of
pyramid-building and hole-digging. Why not? Because it was pri-
vate. So he added this qualification: “It is not reasonable, however,
that a sensible community should be content to remain dependent
on such fortuitous and often wasteful mitigations when once we
understand the influences upon which effective demand depends .“
Effective demand therefore means government pyramids and holes.

Oh, yes, he was clever. So clever that he sold this nonsense to
two generations of economists, who in turn made good incomes
selling the justification for pyramids and holes to the politicians
who, in the tradition of Pharaoh, had long since adopted the prac-
tical conclusions anyway.
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8’My  pkm woufd stimulote  the economy whife  holding
down Motion. . . urge the people to bte the buliet,

tighten  theii  belts, and spend more money.”
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Any Christian economist who adopts such nonsense becomes the
paid agent of the taskmasters of Egypt. Yes, I mean Dr. Vickers.

Where Does the Money Come From?

What if the economy is in a recession? According to Keynes
and Dr. Vickers, this happens because the economy is in an equi-
librium position in which resources are unused. (As Hayek said
half a century ago, the problem is not so much explaining how re-
sources are unused at any point in time, but rather how it is that
they are properly used at any point in time. ) The Keynesians love
their free market equilibrium concept, but only so long as it is an
equilibrium with unemployment. This is the only kind of free market
equilibrium that “revolutionary orthodoxy” Keynesians are will-
ing to discuss. Such an equilibrium — and Keynes never did
explain how it could exist for very long, given the profit-seeking
activities of entrepreneurs — calls forth the State to get things mov-
ing and fully employed.

Does Dr. Vickers really believe all this? Indeed he does: “Let
us therefore, in order to focus clearly and soley on the point at
issue, suppose that before the increase in investment expenditures
occurred the economy was in a position of macroeconomic equi-
librium in the sense in which that has already been defined, but
that at that equilibrium position a certain amount of unemployed
resources of manpower and equipment existed. This, then, im -
plies that any increases in expend~ures  that occur can be expected
to stimulate a higher level of production and call forth the higher
required level of output, without exerting any upward pressures
on the general level of prices.”ls

Here we are in depressionary equilibrium. On the one hand,
he rejects the idea of an entrepreneur-driven tendency toward full-
employment in a free market: “For this reason the system cannot
be left, and Christian economic consciences cannot lightly agree to
leave it, to gyrate uninhibitedly and randomly of its own accord.” 16

15. Economics and Man, p. 202.
16. Ibid., p. 234.
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You see, there are no stabilizing forces in an unhampered free
market economy. (We are back to the Marx-Engels line of reason-
ing: anarchy of private production. ) But on the other hand, we
can have an equilibrium of unemployed resources in a free mar-
ket, an equilibrium which is so stable that government economists
know just what to do to make things better again. In other words,
the free market orates random~,  which is clearly unacceptable, yet
it also ~tabilizesforyears  at levels of high unemployment, which is
equally unacceptable. Somehow, I get the impression that Dr.
Vickers is determined to find the free market u-nacceptable.

We are told that an investment will “stimulate a higher level of
production .“ Fine. Then why doesn’t some profit-seeking entre-
preneur make the required investment? This question is one which
Kgmes and Dr. Vickers  never want to answer. For some reason, the
entrepreneur won’t invest. (Maybe it has something to do with
profit.) So guess who will invest? Right! The government bureau-
crat — you know, “Mr. Innovation.” He will spend a hundred dol-
lars on something or other. It really doesn’t matter what. Pyra-
mids, you know. ‘Holes in the ground.

“The $100 increase in investment expenditure will obviously
cause an immediate increase of $100 in GNP.” Yes, it will. That is
how the statisticians define one component of the Gross National

Product: an increase in government spending, on anything. The
statistician never asks whether the expenditure is productive. All
GNP statistics assume that it is. Pyramids, you know. Holes in the
ground. It’s all GNP to the statisticians. “Abstracting now from all
the other factors we have considered as affecting the relation be-
tween GNP and disposable income, let us suppose, again to focus
on the single most important point at issue, that disposable in-
come increases also by $100. Now this will generate an increase in
consumption expenditures, the magnitude of the induced effect
depending on the size of what we have just defined as the mar-
ginal propensity to consume.”17 Presto: an increase in disposable in-
come. The economy gets rolling again.

17. Ibid,, p. 202.



142 Bapttied  Inj7ation

I rub my eyes in disbelief. This is the “Keynesian solution”?
You can see the problem as well as I can, W%ere did the bureaucrat get
the $100?  From the taxpayer? Then in doing so, he reduced dispos-
able income in the first place. From borrowing? Then he reduced
the disposable income in the first place, From the printing press
(or bank)? Then this is the same old con game that coin clippers
and counterfeiters have played since the dawn of money. There is
no third alternative, and Dr. Vickers knows it. He describes the
alternatives in detail. 18

That’s it, folks. That’s all there is. Take away the graphs,
charts, equations, and incoherent gobbledygook, and this is the
famous bottom line. Spend yourself rich with counterfeit money.
No, not quite: the government will spend the rest of us rich with its
counterfeit money (minus 30’%0 for handling).

Why Won’t People Trade?

We have covered all five reasons. Let us review them once
more.

1. I don’t know what you’re selling.
2. You don’t have what I’m buying.
3. Your price is too high.
4. Your price is acceptable to me, but I think you will take less

later on.
5. The government has made it illegal (or expensive) to trade.

How do we solve these problems? We allow the participants to
solve them. We allow each other  to solve them. We do not ask the
State to coercively solve them. We ask few services from the State.
The State guarantees the enforcement of voluntary contracts. The
State does not tamper with the monetary unit. The State prohibits
fraud and violence. The State keeps taxes below the tithe of 10
percent. That is just about it — a few roads, perhaps, but that is
just about it.

What happens then? We make a deal.

18. Ibid., pp. 316-334.
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1. You advertise. I shop.
2. Youlocate  what Iwantto buy and sell me the information

on where to buy it.
3. You lower your price.
4. You wait to see if I offer more. I wait to see if you drop your

price.
5. The government repeals all legislation which restricts trade.

If we cannot agree, then we go talk to someone else. If condi-
tions change, we change. If we want to trade, we keep bargain-
ing. We retain our freedom to bargain. This is what economists
call price jexibili~. Keynes did not believe that it works. He could
never show theoretically why it doesn’t work. It seems obvious to
anyone that it can work. If it doesn’t, then people will not trade
until conditions get tougher. Eventually, they will trade. The price
of not trading is too high. We do not need moral appeals to trade,
such as the one Dr. Vickers has written. ‘g We just need the freedom
to trade without interference from politicians and bureaucrats.

The Keynesian logic about the breakdown of trade and the
collapse of income is correct, but on~ under one specific condi-
tion: namely, where an unchanging price structure exists. It is true
that a withholding of spending or consumption (i. e., a decline in
monetary demand) will cause the predicted nasty results. There
are, however, two possible solutions. On the one hand, the expen-
diture stream could be boosted in some manner, or, on the other
hand, price reductions could occur which would bring supply and
demand, measured in dollars and cents, closer to a market-clearing
p-ice,  where all sellers and all buyers could make their exchanges
and go home satisfied. The first solution, that of boosting mone-
tary demand — monetary inflation — is the Keynesian answer to
the problem. The latter, that of allowing prices to fluctuate, is the
laissez-faire solution. For some unstated reason, Dr. Vickers – like
Keyn~s – never mentions the effect price reductions would have
on the economy.

The secret of Keynes’ theory of “equilibrium with unemploy-

19. Ibid., p. 122.
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ment”  is this: he did not want to see trade union members have to
suffer nzonetay pay cuts. Instead, by creating money and lowering
its value — that is, by allowing prices to rise in a world of stable
money wages (!! !) — the government lowers the real income of
workers. Thus, the invisible hand of the market takes over
because of the invisible tax of price inflation. Keynes wrote: ‘Hav-
ing regard to the large groups of incomes which are comparatively
inflexible in terms of money, it can only be an unjust person who
would prefer a flexible wage policy to a flexible money policy,
unless he can point to advantages from the former which are not
obtainable from the latter.”zo

But we can point to such advantages. The major one is that
without monetary inflation, there will not be a repetition of the
boom-bust cycle. 21 Another one is that the public’s trust is not vio-
lated by official counterfeiters. Another is that people and govern-
ments are not tempted to amass huge debts on the assumption
that the government will print the money to enable them to pay
off their debts with cheaper money. Another is that governments
will not be tempted to impose price and wage controls, which dis-
rupt production. Another is that relative prices of economic resour-
ces will not be distorted by injections of fiat money into the system.

Perhaps the greatest irony of all is that Keynes’ policies have
led to the accumulation of debt on a massive scale by govern-
ments, corporations, and families. Yet it is debt, perhaps above
all, that keeps sellers and wage-earners from lowering prices dur-
ing a recession.

Conclusion

The kernels of untruth in the Keynesian system are numer-
ous. Here are several:

1. Prices are downwardly inflexible.

2. The incentive to trade does not regularly overcome down-
ward price inflexibility.

20. Keynes, General Themy, p. 268.
21. Mises, Human Action, ch. 20.
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3. There can be free market “equilibrium” with unemploy-
ment (because of downward price inflexibility).

4. The government can “break the trade barrier” by taxing and
spending policies.

5. The government can pay for this through monetary infla-
tion without price inflation.

6. The government’s bureaucrats are wiser investors for the
public’s good than profit-seeking entrepreneurs who are
risking their own money.

7. Pyramids areas good as anything else to spend money on, if
only governments build them.

8. The trick is to lower real wages through price inflation with-
out letting the victims cat& on.

9. The victims will not catch on, and they will not raise their
wage or price demands.

Dr. Vickers calls this system Christian. I don’t. I call it Egypt-
ian to the core. Dr. Vickers would deliver God’s people back into
bondage. He is a defender of the power religion. 22

22. Gary North, Moses and Pharoah: Dominion Rel@ion us. PoweY Religion (Tyler,
Texas: Institute for Christian Economics, 1985), Introduction.
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SAYS LAW

Say’s Law simp~ did not hold in fact. Supp~  did not create its
own demand at all conceivabk  levels of employment. The aggregative
economic system could and dti stagnate at a permanent~  depressed
level of employment and activity. It was the achievement of Ky.esk
General Theory to demonstrate that the economy could, and in ob-
servable instances did, settle at what we have characterized as equilib-
rium income levels at which not all of the available workforce was em-
ployed. What Kgnes  demonstrated, in other words, was the possibil-
ity of what henceforth had to be recognized as an underemployment
equilibn”um  condition. 1

We now come to a somewhat rarified economic debate. It is
really very important in understanding both the Keynesian sys-
tem and Dr. Vickers’ baptized version. I wish it weren’t so impor-
tant, for Dr. Vickers’ presentation, like Keynes’ presentation,
does not lend itself to enjoyable reading. Yet Dr. Vickers and the
Keynesian economists agree that Keynes’ refutation of Say’s Law
was at the very heart of his revolution. It was the decade of unem-
ployment and depression of the 1930’s which softened the resist-
ance to Keynes’ revolution. The long-term unemployment, to use
Thomas Kuhn’s analysis,z  was the anomaly to which the older
classical economics (but not “Austrian” economic theory) no

1. Vickers, Economics and Man, p. 35.
2. Thomas Kuhn, The Structure of Scient$c  Revolutions (2nd eel.; Chicago: Uni-

versity of Chicago Press, 1970).

147
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longer seemed to apply.3
I will say from the outset that Dr. Vickers gives no indication

that he has ever read Thomas Sowell’s  standard account, Say\
Law: An Historical Ana@is  (1972 ),4 and this glaring omission from
his books makes suspect everything he says about Say’s Law and
its implications. Given the inaccuracies of his discussions of Say
and the implications of classical economic theory, it is clear that he
desperately needs to read Sowell,  as well as understand him.

Why Are There Gluts?

Answer: Because sellers are asking prices that are too high. (I’ll bet
you knew that already.) Because neither Dr. Vickers nor Keynes
would accept this obvious answer, I feel obliged to devote time,
energy, and pages to a discussion of Keynes and Say’s Law. You
may feel the same pressure, just for the sake of discovering one
more case where Dr. Vickers is not playing fair.

Jean Baptiste Say, a French economist of the mid-nineteenth
century, was the originator of “Say’s Law.” That law, in its Keynes-

ian misstatement, says that “supply creates its own demand.”5 Ac-
cording to Dr. Vickers, it was Keynes who “exposed the fallacies
of the classical school ,“6 one of those fallacies being Say’s Law, the
idea of “the impossibility y of general overproduction.”’ The theorem,
says Dr. Vickers, “that there could not be overproduction and that
there could not be underemployment because there could not be a
generalized deficiency of monetary demand for goods, rested on
the transparent~  fallaciom proposition . . . that the money values, or
money incomes, earned from producing goods would automatic-
ally be spent. . . .”8

3. The economics profession, both pre-Keynes and post-Keynes, chose to
ignore the Austrian view. Systematic selective ignorance on the part of both the
guild masters and the revolutionaries is basic to any scientific revolution.

4. Thomas Sowell, Say’s Law: An Historical Ana@is  (Princeton, New Jersey:
Princeton University Press, 1972).

5. “From the time of Say and Ricardo the classical economists have taught
that supply creates its own demand. . . .” Keynes, General Theog+ p. 18.

6. Vickers, p. 12.
7. Ibid., p. 11; cf. p. 35.
8. Ibid., p. 12, emphasis added; cf. p. 35.
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Why is Dr. Vickers so interested in this bit of “ancient history”?
Because Keynes’ supposed refutation of Say was the very heart of
his supposed refutation of classical economics. If supply creates its
own demand, then why did the great depression of the 1930’s go
on for a decade? Why couldn’t the supply brought to market be
sold?

The answer, of course, is that the prices asked by sellers were
too high. But why did prices stay so high? Why don’t sellers even-
tually offer lower prices? Why was Say’s Law “nullified” during
the Great Depression? Because government policy favored price Joors,
meaning cartel  prices. The State punished sellers who adopted pol-
icies of “cut-throat competition.” This explanation of the first four
years of the depression in the United States was what led Keynes-
ian economists to dispatch Murray Rothbard into professional
“outer darkness .“9 Twenty years later, Rothbard’s economics-
based explanation was resurrected by popular (and eloquent) his-
torian Paul Johnson, in Modern Times (1983). The explanation
offered by Milton Friedman in that same year, 1963, was that
prices were too high as a result of Federal Reserve (central bank)
monetary policy, 1929-33 10— a more acceptable theory to aca-
demic economists who generally favor monetary inflation.

What Say had argued is that #prices  are allowed to move upward
or downward, supply creates its own demand. More to the point,
supply is demand. Put bluntly, if you have nothing to offer in ex-
change, you do not become a part of “aggregate demand.” Or, in
words that Dr. Vickers would regard as stylistically vulgar, “If you
ain’t got it to start with, you can’t buy nothing with it.”

Kgmes’ Strategy

It was this explanation of how markets work both in theory
and in practice which Keynes had to refute in order to make way

9. Murray N. Rothbard, Ameriiah Great Depression (Princeton, New Jersey:
Van Nostrand, 1963).

10. Milton Friedman and Anna J. Schwartz, A MonetaV  Histoy of the United
State~ (Princeton, New Jersey: Princeton University Press, for the National
Bureau of Economic Research, 1963).
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for the acceptance of his General Theoqv.  Only if he could show that
the disastrous performance of the world’s markets in the 1930’s
was the result of faulty economic practice, which in turn was
based on faulty free market economic theory, could he expect
economists to accept his revolutionary prescription. As Hazlitt
and other critics have pointed out, his “revolution” was a return to
mercantilism, which Adam Smith had buried. Like Dracula ris-
ing from the grave, Keynes’ mercantilism could be stopped only
by that legendary stake through the heart. Say’s Law was that
stake. Keynes had to remove it from the hands of the market’s de-
fenders. He had to convince the profession that free market com-
petition does not produce market-clearing forces. He had to con-
vince them that the market can and has produced an equilibrium of
unemployed re~ources—  in contrast to classical economics’ theo~  of
equilibrium pricing, in which all resources will be fully employed
at some price. He did so by ignoring tariffs, cartels, and other
government-created impediments to price competition. He did so
also by misstating Say’s Law and then refuting his newly pro-
duced straw man.

The fact that Keynes did not properly understand Say’s Law
has been ably exposed by Henry Hazlitt and Ludwig von Mises. 11
More recently, it has been exposed by Thomas Sowell  – and by
“more recently,” I mean several years before Dr. Vickers wrote Eco-
nomics and Man. 12 Say’s law never suggested that incomes would
automatical~  be spent. Again, we have an example of how Dr.
Vickers displays a tendency to misstate the position of those with
whom he disagrees. He builds a straw man to draw the readers’
attention from the real facts of the case. In this sense, he is very
much like his mentor. Sowell has pointed out: “The ‘classical’
economist described in Keynes’ General Theory was a straw man.“13

11. Henry Hazlitt, The Failure of the ‘[New Economics” (Princeton, New Jersey:
Van Nostrand, 1959), pp. 32-43. Ludwig von Mises, Planning For Freedom (South
Holland, Illinois: Libertarian Press, [1952] 1980), pp. 64-71. Vickers’ contention
that Hazlitt’s analysis of Keynes is “shallow” (p. 36) is meaningless without sup-
porting evidence.

12. Thomas Sowell,  Say’s  Law: An Historic Ana@is,  ch. 8.
13. Ibid., p. 211.
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Keynes never bothered to be honest enough in his scholarship to
quote Say accurately, and it is somewhat surprising to find that a
Christian economist wants to follow the same intellectually shoddy
route. Of course, Dr. Vickers may have a legitimate excuse: he
may never have read J. B. Say, just as he seems never to have
read Thomas Sowell’s book on Says Law.

“Goods for Goods”

Say’s Law merely stated that a general overproduction of all
commodities is impossible because, in economic terms, goods
always exchange against goods, money being merely an inter-
mediary acting as a common denominator showing the exchange
ratio which exists between, for example, cars and bicycles, shirts
and trousers, or potatoes and rice. In the words of Say, “you will
have bought, and every body must buy, the objects of want or
desire, each with the value of his respective products transformed
into money for the moment only.”14 Money is a medium of ex-
change, a commodity which facilitates the exchange of goods and
services. But Say’s Law depends upon exchange ratios (prices) be-
tween goods and services being in perfect balance — that is, in
equilibrium — a qualification Dr. Vickers (and Keynes) conven-
iently chooses to ignore.

Dr. Vickers writes: “The logic of this argument implied that if
supply created its own demand at any given or specified level of
production and employment, supply would similarly create its
own demand at all conceivable levels of employment. There could
not therefore exist any obstacles to the full employment of the
total work force available and willing to work.” 15 Here we find the
great Keynesian misstatement of Say’s Law. (Apparently Dr.
Vickers has made little effort to check primary sources which
Keynes quoted. Had he done so, he would have discovered that

14. Jean Baptiste Say, “Of The Demand Or Market For Products ,“ in Henry
Hazlitt (cd.), The Critics of Kgnesian  Economics (New Rochelle,  New York: Arling-
ton House, [1960] 1977), p. 13.

15. Vickers, A Christian Approach  to Economics and the Cultural Conditton,  pp.
59-60.
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when Keynes quoted J. S. Mill’s version of Say’s Law, he conven-
iently omitted this important qualification. ) When prices are no
longer in equilibrium the result is a relative overproduction of sonze
goods (the ones out of balance), but the market can be cleared of
any surplus by a readjustment of the particular prices to reflect the
changes in people’s subjective valuations of those items. Legal~
flexible prices, both upward and downward, provide the necessary
legal framework to allow profit-seeking, future-oriented entrepre-
neurs to seek out those buying and selling prices that will clear the
market of a relative overproduction of goods by restoring the bal-
ance between the supply of such goods and the demand for them.

Note also the discrepancy which exists between Dr. Vickers’
version of Say’s Law and the actual words of Say. Nowhere does
Say give any indication that “money values, or money incomes,
earned from producing goods would automatically be spent .“
Here is another fine example of Dr. Vickers’ inability to accurately
represent those with whom he disagrees.

Downward~  Flexible Prz”ces

A flexible price mechanism, however, is something Dr. Vickers
chooses to omit fmm the discussion. ‘Say’s Law did not hold in fact ,“
he asserts, and cites the twenty-five percent unemployment rate in
the United States during the depression years as proof. What Dr.
Vickers neglects to discuss, however, is whether downwardly inflexi-
ble wage rates –legally inflexible, because of government interfer-
ence — were a cause of this unemployment. Given the situation of
the 1930’s, and the unwillingness of many government-protected
trade union members to take a reduction in wages, unemployment
would have been predicted by any of the classical economists.

Dr. Vickers, by endeavoring to “refute” Say’s Law, has to
adopt that form of argument which he categorically disallows: the
“fallacy of composition” argument. Since there can be a temporary
overproduction of some goods because of erroneous prior forecast-
ing by specific producers, Dr. Vickers draws the conclusion there
can be a general and continuing overproduction, implying the gen-
eral misforecasting by most producers. But is this not making the
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mistake of “imagining that what was true of a part was necessarily
. . . true of the whole”? 16 Apparently we are not allowed to make
such deductions, according to Dr. Vickers. Yet now that it is con-
venient for his own presentation, he is perfectly willing to make
such deductions. In this example, though, Dr. Vickers has not
only contradicted his own “rules of the game ,“ but he also made a
faulty conclusion. It is simply not true to say that because over-
supply may exist in the case of one commodity that it exists re-
garding all commodities. 17 This was what the classical economists
understood, 18 and what Keynes and his disciples refuse to
acknowledge.

Long ago, Mises asked this crucial question: Why should it be
that at one point in time, most of the plans of skilled forecasters go
wrong and produce losses? That a few will be wrong is inescapa-
ble, but competing forecasters will make profits at their expense.
The problem for the economist is to explain the simultaneous ap-

pearance of losses. His conclusion constitutes the “Austrian”
theory of the trade cycle. We must look for the one common bond
to every economic transaction in order to locate the source of the
initial confusion of the entrepreneurs. That common bond is
rnong.  Mises then built his explanation of depression in terms of
the erroneous economic signals that are generated by the policy of
monetary inflation, and the inescapable contraction which takes
place after the public begins to forecast accurately the continua-
tion of price inflation. 19 The depression is the phase of the cycle in
which the previous mistakes of entrepreneurs are exposed as mis-
takes. Only when these mistakes are realized and responded to
can there be long-term, non-inflationary recovery.

Does Say’s Law hold in fact? It is obvious to any clear-thinking

16. Vickers, Economics and Man, p. 33; cf. pp. 92, 269.
17. John Stuart Mill, Principles of Pohtwal  Economy (London: Longmans, Green

and Co., 1902), Book III, XIV:l, p. 337.
18. Thomas Sowell, Classical Economics Reconsidmed (Princeton, New Jersey:

Princeton University Press, 1974), p. 43.
19. Mises, Human Action: A Treatise on Economics (3rd ed.; Chicago: Regnery,

1966), ch, 20.
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person that we have nothing to trade until we jirst produce something,
whether it is some visible economic good such as potatoes, or pro-
ductive skills such as computer operating, or even one’s personal
reputation for repaying debt, which enables a person to obtain
credit for present purchases. Until we actually possess these
things, we have nothing which we can offer in exchange for other
economic items we desire. Supply — that is, production — does cre-
ate demand. Keynesians have mere] y reversed the theorem, say-
ing demand creates supply, or that demand calls forth production,
but without providing clear evidence for understanding how this
is so. Hence, they insist, if only everyone had more money (de-
mand), production (supply) would increase.

They can hold this view only by ignoring fundamental ques-
tions relating to supply and demand, and they do this by denying
relationships (economic regularities) between supply and demand
that exist in all circumstances. (TANSTAAFL: “There ain’t no
such thing as a free lunch.”) In addition, they are willing to over-
look empirical evidence which refutes their theory. The 1970’s oil
crisis resulted in reduced output coupled with higher prices. Ac-
cording to Keynesians, higher prices should mean more money in
someone’s pocket, more spending and a stimulus to industry. In-
stead, there was less output and the onset of stagflation  in the
West, that painful combination of monetary inflation and falling
production. Keynesian economists had no answer, other than
their tried-and-true one: morejiat  mong. That was what we got in
the late 1970’s, but without the promised miracle of high employ-
ment. This chain of international economic events, perhaps more
than any other factor, has caused the present dissatisfaction with
Keynesian theory amongst professional economists.

Competition

The meaning of capitalism, with its freedom for men to com-
pete for limited resources, to compete for purchases of a similar
item, and to compete against other laborers selling their abilities,
is something Keynesians would like to see forgotten. They detest
“cut-throat” competition, yet the y speak as if they wanted to en-
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courage competition. What they never want to admit is the point
that Dr. North keeps hammering away at: “cut-throat” competi-
tion really means “cut-throat o/@ortunitieN  for consumers. ~

In the Keynesian system, however, competition has a special
meaning. Dr. Vickers illustrates the theory which favors government
economic activity with this example: the Australian government’s
national airline and bank which compete with private companies.
Ultimately, though, this kind of illustrative argument depends upon
how the word “competition” is defined. In the case of the federally
owned airline, it is worth noting that the Australian government’s
airline corporation offers services against only one competitor,
other companies being refused permission to enter the industry to
offer competing services. Until July 1981, when some freedom was
allowed the two airlines, all fares were the same by government
decree, and nearly all flights were parallel – that is, the respective
flights to the same destination departed and arrived within a few
minutes of one another. (I suspect that had the airports been
equipped with parallel runways the flights would have been at ex-
actly the same time!) Hence, the only competition that exists be-
tween the two airlines is in areas such as airport facilities, quality of
in-flight services, and the attractiveness of the hostesses. For those
Australians who would much prefer to bring their own meals in
sacks if the fares were lower, the government has limited their
choice. (I will not even entertain the possibility of hiring ugly hos-
tesses: no Australian would ever admit to preferring ugly hostesses
and lower fares. Except, of course, the male passengers’ wives. )21

20. Gary North, “Cut-Throat Opportunities,” The Freeman (June 1983).
21. Dr. North argues privately that the deteriorating attractiveness of Ameri-

can hostesses since 1970 is the product of three phenomena: 1 ) fast jets: their in-
creased speed over propeller-driven planes has reduced the time in which unmar-
ried hostesses can spot potentially well-heeled husband prospects, and then strike
up conversations with them; the speed also increases their work load per minute;
2) union contracts that always favor existing employees to newcomers, and which
keep wage rates high, thereby encouraging middle-aged hostesses to stay on their
above-market wage jobs; and 3) price competition among airlines rather than
‘hostess attractiveness” competition, itself a product of deregulation. He em-
phasizes number 2 as the main reason.



156 Baptized Inzation

A similar situation exists with the government’s competing
bank. Since all interest rates are determined by government pol-
icy through the Reserve Bank, the competition is limited to ser-
vice and facilities. The Australian government has been able to
use the nation’s Post Offices as venue for Commonwealth Bank
customers to carry out limited banking transactions outside nor-
mal banking hours; therefore the competition has been strongly
biased in the government’s favor.

Competition? Obviously it is competition of a kind. But
whether it is “proof” that governments and private industry can
really compete on an open and equal basis is another question.
Dr. Vickers does not suggest that these examples are “proof,” but
Keynesians have a distinct tendency to use such comparisons to
support their thesis that governmental participation in the econ-
omy will have a beneficial effect. They are far less ready to em-
brace an alternative suggestion: that” government participation
causes many of the economic disharmonies currently exhibited in
all nations around the world.

Here we have further evidence of the contradictions inherent
in Dr. Vickers’  book and Keynesianism in general. Dr. Vickers
does not present a single cogent argument against the classical
economists, nor has he proven his assertion that a free market sys-
tem cannot work. His arguments are misleading, and to “refut> a
misstatement of someone’s position is not to refute the issue at all.
Dr. Vickers’ sole achievement is to lead the reader away from the
truth of the matter and to a distortion of those views with which he
holds little, if any, agreement. By using the device of misstate-
ment, Dr. Vickers avoids confronting the actual theories with
which he disagrees. As this is the case, there is every reason for
the reader to reconsider the claims of classical and neo-classical
economic theory.

Entrepreneurship

Supply does not “automatically” create its own demand (Say),
any more than demand “automatically” creates supply (Keynes).
Acting men plan for the future. In their capacity as producers,
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they attempt to produce for a future, uncertainp-jlled marketplace,
and as consumers, they plan in the present to be able to buy goods
on that same jxture, uncertain~-$lled market. The realit y of uncer-
tainty is basic to all human planning. Men are not omniscient.

The key element which is missing in Dr. Vickers’ analysis is
the central economic actor in the “Austrian School’s” analysis: the
entrepreneur. The entrepreneur’s task is to predict future conditions
of suppl  y and demand. He competes against other forecasters. He
may be correct in his estimates, in which case he will reap a resid-
ual: profit. He may be incorrect, in which case he will produce
losses. But they key idea here is uncertain~.  Every economic order
must deal with it.

Is the profit-seeking, loss-bearing entrepreneur the best per-
son to deal with uncertainty, or the government bureaucrat who
owns no shares of the bureaucracy he is running? Is the person
you think should act for you as your representative the entrepre-
neur (to whom you can say, “No, I don’t want to buy it; and you
suffer the loss”) or the bureaucrat (who can say to you, “You’ll take
it; your taxes have already paid for it; and if you don’t like it, you
take the loss”)? The problem of “overproduction” is always entre-
preneurship. As Mises summarized Say:

Commodities, says Say, are ultimately paid for not by money, but by
other commodities. Money is merely the commonly used medium of
exchange; it plays only an intermediary role. What the seller wants
ultimately to receive in exchange for the commodities sold is other com-
modities. Every commodity produced is therefore a price, as it were, for
other commodities produced. The situation of the producer of any com-
modity is improved by any increase in the production of other [non-
competitive — I. H.] commodities. What may hurt the interests of the
producer of a definite commodity is his failure to anticipate correctly the
state of the market. He has overrated the public’s demand for his com-
modit y and underrated its demand for other commodities. Consumers
have no use for such a bungling entrepreneur; they buy his products
only at prices which make him incur losses, and they force him, if he
does not in time correct his mistakes, to go out of business. On the other
hand, those entrepreneurs who have better succeeded in anticipating the
public demand earn profits and are in a position to expand their business
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activities. This, says Say, is the truth behind the confused assertions of
businessmen that the main difficulty is not in producing but in selling. It
would be more appropriate to declare that the first and main problem of
business is to produce in the best and cheapest way those commodities
which will satisfy the most urgent of the not yet satisfied needs of the
public.zz

Nothing is automatic about any of this. Owners of goods must
make moment-to-moment decisions to sell or not to sell. They
bear the costs of making a poor decision. But the possibility that
an entrepreneur will sit on a mountain of unsold goods that he
could at least get something for if he sold his inventory, and for
which he may be paying interest on inventory loans, is minimal.
The possibility that some bureaucrat will sit on unsold goods that
the taxpayers are financing, and which the original producers
(e.g., farmers) want to see unsold and in storage, is relatively
high.

When you talk about gluts, you must always add the key
words, “at an above-market price .“ These are the words that Dr.
Vickers simply refuses to discuss. This is why Dr. Vickers cannot
be taken seriously.

Conclusion

Keynes misstated Say’s Law. He therefore created a mytholog-
ical place for himself as the scholar who at last “refuted Say’s
Law. There is probably no intellectual myth so firmly implanted
in the minds of modern Keynesian economists than this myth of
Keynes, the “market-clearing equilibrium” slayer. That Dr. Vickers
returns to this theme again and again indicates just how deeply he
has been affected by this myth.

J. B. Say was no fool. He understood that in a real world of
mistakes, people can and do produce items for which there is little
demand, and almost none at the original asked-for price. The
point is, Say and the classical economists believed, with good rea-
son, that businessmen recognize that something is better than

22. Mises, ‘LQrd Keynes and Say’s Lati (1950), in P[anningfor Freedom, pp. 65-66.
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nothing, that some revenues are better than no revenues. They
believed that businessmen will lower their asking prices when
they face situations in which they have few or no prospects of
unloading their inventory. Thus, the market will eventually clear
itself of produced goods, assuming that sellers are profit-seeking
and reasonably rational — a not unreasonable assumption.

Keynes and the Keynesians have abandoned this faith in the
rational, loss-minimizing, price-cutting activity of sellers. Keynes-
ians have never succeeded in putting any other explanation of
human action in its place, but they always deny Say’s Law. They
have never disproven it; they simply deny it endlessly. This is not
argumentation; it is rhetoric,

What the reader must understand is that this denial of price-
cutting, market-clearing actions on the part of sellers is the very
heart and soul of Keynes’ critique of free market economics. If his
understanding of Say’s Law was wrong, then his understanding of
free market economics was also wrong. His understanding of the
way people buy and sell was wrong. His recommended policies to
“assist” the market are therefore very likely to be wrong, or at the
very least, inconsistent with his critique of the free market. That,
of course, is precisely what I am arguing in this book. Keynes  got
everything wrong. He returned to the errors of mercantilism — the
same errors that Adam Smith refuted, and then built modern eco-
nomics. Peter Drucker’s analysis is on target: “Keynes not only
went back to the Mercantilists  in being macroeconomic. He stood
all earlier systems on their heads by being demand-centered
rather than supply-centered. In all earlier economics demand is a
function of supply. In Keynesian economics supply is a function
of demand and controlled by it. Above all — the greatest innova-
tion — Keynes redefined economic reality. Instead of goods, ser-
vices, and work — realities of the physical world and things —
Keynes’ economic realities are symbols: money and credit. To the
Mercantilists, too, money gave control – but political rather than
economic control. Keynes was the first to postulate that money
and credit give complete economic control.”23

23. Peter F. Drucker, “Toward the Next Economics,” The Public Interest
(Special Issue, 1980), p. 8.
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That is what Keynes wanted: economic control. He was a de-
fender of humanism’s power religion, the power of State economic
control. And Douglas Vickers  is his prophet.
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SOVEREIGNTY AND MONEY

This, howeue~  brings us to the second of the twopreliminay
points itwasdesired to make. This hastodo with theplaceofgoldin
themonetay  economic system, and with what wenoticed earlier as the
claim by some Christian authors, GaV North and Rousas  Rushdoony
in particular that “unbacked paper money” is immoral. . . . It is un-

fortunate that at this point considerable confusion has been allowed to
enter economic argument from a purported~  Christian perspective. It
was in order to contribute to a correction of that perspective that we
have developed the entire argument of this book in the manner and in
the order we haue adopted. ~

Money, as the song reminds us, makes the world go around.
Some of us can at least get quite dizzy when trying to wade
through the teaching of economists on this topic. Again, however,
there is nothing magic about it.

If all goods were to be offered for sale in terms of all other

goods, each item would have a horrendously complicated price

list. The price of a plane ticket from Sydney to San Francisco, for

example, would need to be expressed in all other commodities.

This might mean that the return air fare could be obtained for 700

pairs of socks, 100 shirts, two-tenths of an average small family

sedan, 1500 kilograms of grapes, or 200 bottles of fine champagne.

Such a list would make life difficult.

What  has  developed histor ica l ly  is that one particular eco-

1. Vickers,  Economics and Man, p. 241.
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nomic good has been found to be most easily exchanged. This has
become known as money, and allows all goods and services
offered for sale to be expressed in this one commodity only. It is an
economic good which people will readily accept, for the y know that
all others in the market place will also readily accept this good.

The best definition of money was given by Ludwig von Mises
as long ago as 1912. Mong h the most marketable commodi~.  That is all
there is to it. No magic, no secret formulas, nothing. People
through trading begin to select over time certain commodities that
serve them as a voluntari~ accepted means of exchange. Usually,
these assets possess the following physical and economic features,
to some degree or other: transportability, durability, divisibility,
relative scarcity in relation to weight and volume, and recogniza-
bility. Money is the commodity which, apart from having other
possible uses such as jewelry, if money is gold and/or silver, also
serves as a medium of exchange.

All money is originally commodity mon~.  But it doesn’t stay
purely commodity money for long. Eventually, counterfeiters take
over, unless governments pass laws that require honest weights
and measures, and most important of all, a law that requires
100% reserves for every warehouse receipt for gold, silver, or what-
ever the money commodity is.

While it is true that in different societies in different periods of
history various commodities have served as money, f~om brass
and iron to tobacco or barley, it is generally found that the mone-
tary commodity has most often been gold, with silver also serving
a valuable service as money for lower-priced items. (The use of
silver avoids the difficulty of having to divide the measurement of
gold, i.e., its weight, into such a small size that it is practically un-
manageable.) It is only the present generation which does not
fully understand the place gold and silver have had in this regard.
Legislation in the 1930’s in the United States and Australia, for
example, caused gold to disappear as money. The movement
against gold had started before this, but at this time the break was
finalized. In the U. S., gold served as the official basis for the dol-
lar in international transactions among central banks until the
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final tie was cut by President Nixon in 1971, but the case against
gold had been decided long before this legislative act.

Warehouse Storage Receipts (Banking)

The rise of paper currency in relationship to gold is also of
great interest . . . and I do mean interest. When gold and silver
served as currency, goldsmiths and silversmiths often performed a
valuable service of storing these commodities for safe keeping.
They were the first bankers who issued receipts to the depositors.
The recipients of these warehouse receipts in turn had a legal
claim on that amount of gold or silver stock held by the banker.
People soon found, however, that in transactions it was not neces-
sary to go to the bank to get the metal to trade. Others were will-
ing to accept the banker’s receipt in the transaction knowing they
could present the receipt at the bank and be paid the full value of
the receipt.

This procedure operated exactly in the same manner as the
check does in modern society. A check is nothing more than a
receipt which entitles the holder to obtain money from someone’s
account. There is one essential difference between modern check-
ing accounts and the old system of warehouse receipts: the old
receipt was a receipt for something which had value as an eco-
nomic good. It was not necessary for kings and governments to
legislate a value for gold or silver, for it was determined in the
market place by the free actions of human beings.

Fractional Reserves

The bankers got greedy. They realized soon enough that peo-
ple did not keep coming to them in order to redeem their ware-
house receipts for the actual precious metal. The bankers began
issuing more receipts for gold than they had gold in reserve. This
was the origin of J-actional  reserve banking. They did this because
they could lend out the newly created money and gain interest on
their money. This was the origin of the boom-bust economic
cycle. Fractional reserve banking is a form of fraud. It results in
painful depressions that are the result of euphoric, fiat-money-
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induced inflationary booms.
Politicians, unable to contain their profligate promises to at-

tract votes, soon got into the money act. In order to prevent dis-
honest bankers issuing fraudulent receipts, which may or may not
be actually backed by real gold or silver in the vaults, those in au-
thority took over the issuance of warehouse receipts. These
receipts, known as pounds or dollars, depending on the country of
origin, were initially a piece of paper which promised to pay the
bearer a certain amount of gold or silver. It did not take long for
the politicians to realize they were onto a good thing — the same
“good thing” the bankers had spotted. Why, if they could just issue
those pieces of paper, without the necessity of actually holding the
specie metal in reserve, life would be so much easier. They could
increase spending without increasing taxes — visible taxes, anyway.
It was something for nothing. In fact, once the idea was accepted
that additional government spending was “good” for the economy,
then those in authority searched to find ways they might not be
hindered in being the benefactors to society.2

Prof. Benjamin Anderson has described the economic benefits
of gold in these unforgettable terms: “Gold needs no endorsement.
It can be tested with scales and acids. The recipient of gold does
not need to trust the government stamp upon it, if he does not
trust the government that stamped it. No act of faith is called for
when gold is used in payments, and no compulsion is allowed.”
Why, if gold is such a benefit for the public, do governments op-
pose its widespread use? Anderson supplies the answer: politicians
hate the discipline it imposes.

Complaints are always made about gold and the behavior of gold
when there is irredeemable paper money. Under Gresham’s Law, gold is
hoarded, or leaves the country. It ceases to circulate, leaving the dishon-
ored promissory note in possession of the field. Gold will stay only in
countries which submit to its discipline. Gold is an unimaginative task-
master. It demands that men and governments and central banks be

2. Murray N. Rothbard, What Has Governmat Done to Our Mong?  (Irvington,
New York: Foundation for Economic Education, [1964]).
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honest. It demands that they keep their promises on demand or

at maturity. It demands that they keep their demand liabilities safely

within the limits of their quick assets. It demands that they create no

debts without seeing clearly how these debts can be paid. If a country

will do these things, gold will stay with it and will come to it from other

countries which are not meeting the requirements. But when a country

creates debt light-heartedly, when a central bank makes rates of discount

low and buys government securities to feed its money market, and per-

mits an expansion of credit that goes into slow and illiquid assets, then

gold grows nervous. Mobile capital funds of all kinds grow nervous.

There comes a flight of capital out of the country. Foreigners withdraw

their funds from it, and its own citizens send their liquid funds away for

safety. 3

The Resentment Against Gold

Governments love to inflate. They hate to have their inflation-
ary policies exposed. Gold movements expose these policies. All
this was going on long before Keynes arrived on the scene. His
General Theoty,  however, provided apparent intellectual justifica-
tion for these practices. Here, at long last, was a noted economist
defending all that the politicians knew from instinct: that increas-
ing the amount of money, stimulating the economy by govern-
ment expenditure (monetary and fiscal policies, in other words),
would impose great benefits on society as a whole, especially in-
cumbent politicians. There was only one hitch. People still
thought that these pieces of paper could be redeemed for the metal
which backed them. Silly people.

The solution to this problem was to ban the conversion of
paper money into gold. It was the abolition of a true gold coin
standard and the substitution of a so-called “gold-exchange stand-
ard.” The abolition of the gold coin standard took place in World

3. Benjamin McAlister Anderson, Economics and the Public We~are: Financial and
Economic Histo~ of the United States, 1914-1946 (Princeton, New Jersey: Van Nos-
trand, 1949), p. 421. This has been reprinted by Liberty Press in Indianapolis,
Indiana.
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War I, when all the battling nations “temporarily” abandoned
convertible currencies, so that they could impose a massive tax
through inflation on their own helpless populations. The “gold ex-
change standard” was established by international agreement at
the Genoa Conference of 1922.4 This conference recommended a
policy of “economizing the use of gold by maintaining reserves in
the form of foreign balances.” The words “economizing gold”
meant “more fiat money issued than there is gold in reserve ,“ and
the words “maintaining foreign reserves in the form of foreign bal-
ances” meant that governments and central banks could buy
interest-bearing national debt securities from Great Britain — and
later, the United States – instead of holding “sterile” (non-interest-
paying) gold. All nations could then “pyramid” their own money
supplies on the basis of a small central core of gold held by one or
two major nations.

This system led to world-wide inflation. From then on, pieces
of paper were now only pieces of paper, except when governments
or central banks owned the paper; by government decree they
were now “money.” Gold and silver were no longer money, even
though for practical purposes they had not been involved directly
in every transaction. By cutting the legal ties with gold and silver,
governments were then able to print as many pieces of paper as
they deemed necessary to govern in order that they might achieve
their plans for the “Great Society.” In other words, it was the fact
that money was a precious metal which hindered plans for the
ushering in of heaven on earth. By cutting the legal ties between
gold and paper currencies, the central planners also broke the
public’s awareness of what long-term money is, and how crucial
gold convertibility is as a means of restricting the conzscato~ practices
of central governments.

How despicable! Gold must be a terrible commodity. A bar-
barous relic! And what of these people who insisted that they

4. Jacques Rueff, The Age@ Gold (Chicago: Regnery Gateway, 1964), pp. 4-5,
47-48.
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wanted gold? Why, they, too, must be the rascals who are hinder-
ing the economic wellbeing of others. What was needed was an
economic defense of why gold and silver were the great evils in so-
ciety. Keynes assisted in providing that defense. Consequently,
we find Dr. Vickers repeating these statements disapproving gold
and silver as money.5

But the question of gold or silver as money is not just an eco-
nomic and philosophic question. At its fundamental root it is a re-
ligious issue, for the question is: Who has legitimate, God-given
authority to choose which commodity shall serve as money? The
State, as God’s delegated representative, or the free market, as the
institutional creation of acting individuals? Is the State’s role crea-
tive (“We alone create true money!”)  or negative (“You have created
fraudulent money!”)?  Does the State have a monopoly of money-
creation, or does it possess merely a monopoly of law-enforcement
against law-breakers (counterfeiters)? Therein lies the heart of the
matter. The issue is primarily an issue of ~overeign~.

This provides the perspective with which we must view Dr.
Vickers’ disapprobation of gold and silver, not only from an eco-
nomic point of view but also a theological perspective, for Dr.
Vickers has gone to great lengths to argue against the idea that
Scripture, as the revealed will of God, gives such explicit instruc-
tion as to which commodity should be used as money. I have
already noted his defective arguments against the law of God as
the source of instruction on how God shall have his creatures live.
Yet it is the law of God that alone provides answers to the perplex-
ing problems of life. Again, we have noted Leviticus 19:35-36 and
its call for honest weights and measures. The Scriptures thus put
parameters around man. But modern man is in revolt against the
God of Scripture, as Rushdoony has argued:

The revolt, thus, in the name of the freedom of man has been against
the constraint of any law of God certainly, and also the laws of men. The

5. For a detailed analysis of monetary theory, see Ludwig Von Mises, T&
TheoT  ofMong  and Credit (Irvington-on-Hudson, New York: Foundation for Eco-
nomic Education, [1912] 1971).
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disturbances of the second half of the twentieth century should therefore
be no surprise to us. When the philosophers and educators of our era
have required so radical a break with established law the consequences
are sure to be drastic and/or revolutionary. That men’s ideas of money
should be affected is a natural consequence. It was very common during
the 1930’s in the United States to hear progressive educators ridicule the
idea of a gold standard. Anything could be money, it was said: hay,
wheat, land, or goods could provide a backing for a currency, but what
better backing could a paper currency have, ~one were needed, than the
credit, productivity, and taxing power of the United States?

Endless variations of this theme can be cited. Basic to all these “funny
mone y“ concepts were two essentially religious premises. First, man was
seen as a creator, replacing God. Man’s declaration of independence
from God means the supplanting of God by man. This is how the Bible
presents original sin, the desire of every man to be his own god, “Know-
ing” or determining good and evil in terms of himself (Genesis 3:5). Just
as God created heaven and earth out of nothing, so man creates values
out of nothing. ln Chri>tian  theolo~, values are what God declares them to be. In
humanism, values are what man declares them to be. . . .

Second, the logical corollary of this is that man, as his own lawmaker
now, is freed from past laws. As the new god of being, modern statist
man is no longer bound by the word of the old God of Scripture. . . .
Re-educated man, it is maintained, will be free from past laws and will
be able to prosper under fiat money.b

Dr. Vickers vs. Gold

Rebellious man wants freedom from God to become his own
god, and Dr. Vickers plays straight into the rebel’s hands. It has
already been noted that Dr. Vickers  makes no attempt to treat the
Scriptural verses which defend the idea for a gold an-d silver mon-
etary system. He argues that “Given an orderly international sys-
tem, it can be said that gold, in spite of man’s long history of fasci-
nation with it, should have no significance at all.”T Such insight!
We could also say:

6. R. J. Rushdoony, “Hard Money and Society in the Bible,” in Hans F.
Sennholz  (cd.), Gold Z$ Mong (Westport, Connecticut: Greenwood Press, 1975),
PP. 166-68, emphasis added.

7. Vickers,  Economics and Man, p. 237.
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Given perfection, men would not need civil government.
Given omniscience, there would no longer be need for entre-

preneurial profit or loss.
Given immortality, we would no longer need grave diggers.
Given basic common sense, we would no longer need Keynes-

ian economics.
Given the ability to write in a coherent fashion, economists

would no longer need editors.

It is true: given stable international trade, we would no longer
need gold. But who is going to “give” it? Dr. Vickers knows:  inter-
national planners. They are going to give us that —just as they have
done since World War 1, when the domestic gold standards were
abolished, and the international gold standard was destroyed. We
no longer need gold, he is forced to assume (but never is willing to
admit), because we have nearly sin-free government leaders who
no longer need the consumer-imposed restraints of gold-coin con-
vertibility y to keep them from confiscating their subjects’ wealth
through the invisible tax of inflation. How has this age-old sin
been overcome? Through knowledge of Keynesian economics.
Why will all these government planners be smart enough to
achieve this monetary stability? Because they will all be disciples
of Keynes. And why will they always be disciples of Keynes?
Why, because no one can think logically about economics and not
be a disciple of Keynes. “How do I know? The Bible tells me so.
(Implicitly.)”

In short, Dr. Vickers has implicitly adopted the gnostic
heresy: salvation through arcane knowledge.

It is of further interest to note, however, the manner in which
Dr. Vickers, arguing against North and Rushdoony, attempts to
show the impossibility of having such a monetary system.

Dr. Vickers agrees with the idea that there is no absolute, jixed
value of gold and silver, and points out that this is the conclusion that
North and Rushdoony make also.  So far, so good. But he never knows
when to stop. He makes this deduction: “But then it will not do for
North and Rushdoony to embrace the magnificent inconsistency
and the sparkling non sequitur of arguing that the country’s money
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supply must, in accordance with imagined scriptural mandates,
be ‘backed’ by something which is thus shown to have no neces-
sary or stable value in itself.”a  Well, at least he thinks their non-
sequiter sparkles. Maybe this is because it is gold-based. Dr. Vick-
ers’ non-~equiters  have a dull green to them, either because they
resemble sludge or paper U.S. dollars.

The point is, nothing in this created world has permanent, jixed value,
except the Bible, God’s word. The idea is not to search for an eco-
nomic good with fixed value, and to select only this as money, as
Dr. North repeats again and again. The idea is tojnd a commodi~
which governments and bankers willjnd dt@ult  and expensive to counter-
feit, But counterfeiting is of the very essence of the Keynesian
solution. Dr. Vickers knows that Dr. North has said this,9 and he
resents it so deeply that he will not cite Dr. North’s arguments to
this effect.

A Phony Gold Standard

Dr. Vickers continues his line of reasoning with the example of
gold being valued at $42 an ounce, and then concludes that if the
value of gold changes to $84 an ounce, the money supply could, in
this particular example, be doubled. According to Dr. Vickers,
the situation may occur where market demand causes “an increase
in the valuation of the stock of the monetary gold base, and an in-
crease in the amount of money in circulation. The increased
amount of money in circulation may conceivably affect the mone-
tary demands for things in such a way that the dollar value of gold
again increases. And this would permit another increase in the
money supply. A self-reinforcing process of gold valuation and
variations in the money supply can be envisaged.“10 Therefore,
we must recognize that because “there cannot be any such thing as
an absolute value for any commodity which it might be desired to

8. Ibid., p. 251.
9. There are ten references to counterfeiting in the index of An Zntroduttion  to

Christian Economics, and all ten refer to the State as counterfeiter. The reference to
Keynes as a proponent of counterfeiting appears on page 135.

10. Economks and Man, p. 251.
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use as a ‘backing’ for the money supply, the argument about the
‘immorality’ of ‘unbacked paper money’ falls completely to the
ground.”11

In our analysis of Dr. Vickers’ reasoning at this point, notice
should be taken, jb-st,  that Dr. Vickers has not, as observed ear-
lier, dealt with the necessary verses of Scripture to warrant the
statement about “imagined scriptural mandates.” Until such a
time as he offers some explanation of texts such as Leviticus
19:35-36, Dr. Vickers cannot claim to have “refuted” the North-
Rushdoony argument for a commodity-based, anti-government
counterfeiting, anti-banker counterfeiting monetary system.

Second, note Dr. Vickers’ unwarranted conclusion concerning
gold’s value. He first speaks about the “absolute” value of gold,
then states that because gold has ‘no necessa~ or stable value” (em-
phasis added), therefore the North-Rushdoony call for gold and
silver as money falls to the ground. By this argument Dr. Vickers
is implying that because gold has no absolute value, it must there-
fore have “no necessary or stable value .“ But this assumption is
not necessarily true, nor warranted from the arguments he offers.
Dr. Vickers would find it extremely difficult to find any evidence
to support this contention that gold has no stable value. The price
of gold has certainly fluctuated throughout the centuries. New
gold discoveries must affect the value of gold to some extent; but a
situation is possible where there is a tendency towards a stable
value, especial~  in comparison to jiat money monetaty  systems. This is
well known to anyone who has studied economic history. 12 Much
of the new gold finds its way into manufacturing and other uses,
and not into the monetary stream. In an imperfect world, perfect
stability is a chimera which, like the mirage in a desert, may lead
the unsuspecting searcher to greater disaster.

11. Ibid., p. 252, emphasis added.
12. Roy W. Jastram, The Goldm Constant: The Enghkh and Amm”can  Experience

(New York: Wiley, 1977). For a thorough review of this book, and also for a dis-
cussion of why and how the reviewers misinterpreted its conclusions, see Gary
North’s review in The Journal of Christian Recomtmction, VII (Summer 1980), pp.
206-12.
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Third, Dr. Vickers fails to grasp the proposition that paper
currency, being a @omissory  note, or warehouse receipt, or what Mises
calls a “money-substitute ,“ should by Biblical definition be strict~
controlled by the quantity of gold in existence (if the receipts are
pledges to pay gold on demand). This failure of Dr. Vickers to un-
derstand the historical relationship between paper currency and
gold or silver is seen where he speaks of an increase in the “dollar
value of gold.” In the North-Rushdoony theoretical model of gold-
coin convertibility and 100’7o  reserve banking, because a dollar is
equivalent to a certain quantity of gold, there can be no alteration
in the dollar value of gold. There is no way for gold to jump from
$42 an ounce to $84 per ounce. The dollar is, by legal dejnition, one
forty-second of an ounce of gold (assuming that this is what Con-
gress has determined), and changes in the physical quantity of
gold cannot alter this fixed, definitional relationship. All it can per-
mit is the printing of additional dollar notes in exchange for any
gold which is deposited at the Treasury, on a $42 per ounce basis.
Bring in $42 and buy an ounce of gold; bring in an ounce of gold
and receive (“buy”) $42. Take your pick.

The difference between North and Rushdoony and Dr. Vick-
ers is essentially the fact that North and Rushdoony view gold and
paper currency as a single alternating commodity – money – with
paper currency being a one-to-one substitute for gold. The con-
sumer has a choice: to store the gold (remove it from the market
place) and circulate the paper, or “cash in” the paper and circulate
the gold. This is not Dr. Vicker’s  view. He has in mind two differ-
ent money commodities, enabling him to conclude that the dollar
value of gold is alterable in the same manner that the exchange
ratio (price) of other commodities is changeable.

More to the point, Dr. Vickers is arguing against the present
fake gold standard, where the U.S. government establishes a
wholly mythical value for gold ($42 per ounce) and then conducts
no transactions in terms of this artificial price. It would be as if
Dr. Vickers were to announce that Economics and Man is now
worth $84 a copy, up from $42, at which price no copies were ever
sold either.
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It is true that under today’s God-defying central bank system,
if the government announced such an increase from $42 to $84,
the value of the gold reserve of the Federal Reserve Bank would
increase substantially. This increase in the value of Federal
Reserve asset holdings would be monetized automatically by the
commercial banking system unless the Fed sold half its holdings of
gold or an equivalent amount of Treasury bills (debt certificates).
If it did neither, then it would have to raise commercial bank
reserve requirements in order to offset this inflationary effect. But
all of this is simply transaction accounts in a world of fractional
reserve banks. If Dr. Vickers does not understand the difference
between this sort of rigged gold standard and the 100~ redeemabilip
gold coin standard/100%  reserve bank standard which is advocated by
Dr. North, then Dr. Vickers is not a very bright fellow. But if he
understands the difference, yet nevertheless went into print with
such a specious (not specie) argument, then he is a knave.

As you may have noticed, he suffers from this “intellect-moral
defect” dilemma throughout Economics and Man.

Overvalued Curren~

Dr. Vickers, in his disparagement of the gold standard, en-
deavors to use England after the First World War as an example
to “prove” that the gold standard did not work. True, England did
return to a gold standard which caused economic upheaval, but
Dr. Vickers, although admitting that this was because of an incor-
rect ratio between the pound and gold, never comes to the most logical
conclusion that the correction of the problem was the restoration of
a proper ratio between the pound and gold. Instead, Dr. Vickers
raises the false question: “Should the gold parity be maintained
and the unemployment and poverty accepted as the legitimate
cost of doing so?”13 Of course unemployment and poverty should
not be accepted t~ the cause is some government mistake, but Dr.
Vickers is misleading when he implies that tinkering with the
value of fiat money is the only alternative to a gold standard. The

13. Vickers, Economics and Man, p. 247.
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upheavals could have been solved by a return to a more realistic
ratio between gold and the pound. England had merely made the
error of restoring the gold-pound ratio to its pre-war parity, when
a new ratio, reflecting the increase in the number of pounds dur-
ing the war (i. e., monetary inflation) would have been the more
appropriate course of action.

Dr. Vickers  prefers to follow Keynes and therefore conven-
iently ignores the cause of England’s money difficulties in the
1920’s: the government’s legislated insistence that the public ac-
cept at face value an over-valued pound. As Galbraith  observes,
“The error . . . was in restoring the pound to its pre-war  gold
content of 123.27 grains of fine gold, its old exchange ratio of
$4.87. In 1920 the pound had fallen to as low as $3.40 in gold-
based dollars.” 14 The pound had been grossly over-valued. Sure
enough, Gresham’s Law asserted itself the artificially overvalued
currency (the pound sterling) drove out of circulation the artifi-
cially undervalued currencies (gold and foreign exchange). This is
why the head of the Bank of England, Montague Norman, came
to New York City and convinced the head of the Federal Reserve
Bank to inflate the dollar. Norman wanted U.S. interest rates to
be kept artificially low so that people would not sell pounds and
buy dollars in order to invest in the U.S. at higher interest rates.
The Federal Reserve Bank accommodated Norman, and the
result was the inflation-fueled boom of the U.S. stock market and
the subsequent collapse. 15 Who was responsible? The respective
governments and their agents, the central banks (or is it the other
way around?).

What Is the Issue?

The issue here is the issuing of money. Which agency is legally
sovereign, the State or the market? If the market is sovereign,
within the limits of the State’s responsibility of monitoring and en-

14. J. K. Galbraith, Mong:  Whmce It Came, Where It Wmt (Harmondsworth,
Middlesex: Penguin Books, Ltd., 1976), p. 173, n.3.

15. Murray N. Rothbard, Am”cak Great Depression (Princeton, New Jersey:
Van Nostrand, 1963), pp. 131-52.
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forcing just weights and measures, then the State cannot legally
become the issuer of money. It is at most the cert~er of honest
money (and this is a dangerous precedent). What is honest money?
Whatever consumers decide to use. Historically, this has been
gold and silver, but it needn’t be in every case. It is up to consum-
ers to decide, not State bureaucrats.

This is what Dr. Vickers refuses to acknowledge. Why not?
Because Douglas Vickers  hates  the whole idea of the sovereign of the con-
sumers. The idea that you and I, through our voluntary ex-
changes, could ever come to an agreement about the proper
means of exchange disturbs him. That would mean that we are
free men. Dr. Vickers  does not believe that we are capable of exer-
cising such freedom. We are in sin, he keeps reminding us.

And just what was Keynes in? Or whom?
The idea that lots of people could come to an agreement over

the proper commodity to use as money, and that this decision-
making process would actually produce results that would elim-
inate the boom-bust cycle, eliminate monetary inflation, and
reduce uncertainty about the future value of the currency,
repulses Dr. Vickers. That would mean that acting individuals
are more capable of producing a balanced economy than State
planners. That would mean that the consumers were more capa-
ble of assessing their own needs than Keynesian economists. That
would mean the end of Dr. Vickers’ chosen line of work. You can
imagine how he resents such an idea.

Conclusion

Economic logic informs us that money is the most marketable
commodity. It does not require a State decree in order for it to
come into existence. It requires 1007o  reserve banking — the en-
forcement of the Biblical law of honest weights and measures,
There is no need for the State to get involved in the money busi-
ness. Whenever it does, the politicians eventually begin to debase
the currency, so that the State can buy more than it collects in
direct taxes. The State imposes the inflation tax. It fools the peo-
ple who are supposed to be protected by civil government.
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Gold is hated by the State officials who do not like any restric-
tions on their expansion of power through spending. They resent
the fact that it is so expensive to produce gold, compared to how
cheap it is to issue paper money and create computer entries.
Gold restrains them, and they resent it. Because people can move
gold from one nation to another, pressuring governments to
reduce the creation of money, the politicians hate it. Gold is sim-
ply too democratic for their tastes. It restricts the elitist power of
the central economic planners.

Here we have a great irony. In the name of Biblical justice,
Dr. Vickers would transfer enormous power to an elite of central
planners. So fearful is he of sin, that he would concentrate enor-
mous power into the hands of a technical elite — his ideological
and self-certified academic colleagues — and then allow them to
decide what is best for the economy. This officially neutral, offici-
ally scientific, officially God-ignoring elite of economists — a disci-
pline self-consciously based on atheism – is to decide what is best
for us laymen. Who says this is best? Dr. Vickers. In whose name
does he attempt to speak? In the name of Jesus. And who is not
believed in by the elite into whose hands he would deliver us?
That same Jesus, who his peers attempt to crucify daily on a cross
of differential equations. In short, Economics and Man is a long-
winded plea for a grotesque pagan idea: that sin is restrained by
the concentration of power into the hands of monopolistic elitist
planners who can fine or imprison anyone who fails to cooperate
with their plans.

But he is not a socialist, you understand. Because he says so.
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MUMBLE, MUMBLE

And we sha~~  argue, moreouq that ~the under~ing and environ-
mental economic conditions are such that a government budget deficit is
necessary in order to Juppoti  the general economic health of the country,
and z~ there are both policy and ana~tical  reasons why such a budget
deficit should be~nanced by government loans from the central bank
which inuolve the expansion of the money supp~,  then an increase in
the money supp~ should  most dg$nite~  be countenanced and encour-
aged. 2%0 much deperuh  on under~ing  con]”unctures  of economic forces to
conclude, as North apparent~  wishes to do, that there is a single cause
or a single cure for inJation.  1

There is, perhaps, no more controversial topic in economic
thinking today than the meaning of inflation. As someone has ob-
served, where there are five economists you have six opinions.
The error that can be made at this point, however, is the conclu-
sion that because such diverse opinions arise, it is therefore im-
possible to make our way through the forest of ideas to ascertain
what is, and is not, sound economic reasoning. If this is true, then
the best thing to do is nothing, until we understand more. When
we do not understand an economic process, then we should turn it
over to the free market for resolution, not over to a bunch of bu-
reaucrats with guns.

1. Economics and Man, pp. 178-79.
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Definitions

In the long run, our understanding of any topic depends on
the definition we give our terminology. This seems so obvious that
such a statement should not need to be made. Yet it is a major
aspect of our criticism of Dr. Vickers in particular, and Keynes-
ianism in general, that he does not bother to let the reader know
precisely how he is using particular terminology. In this, however,
he is the first-born methodological son of his mentor. The General
Theoy is notorious for its unconventional and shifting definitions.

Inflation can be defined in different ways; there is no denying
that fact. We need to ask: Which is the better definition to use?
Which definition will allow us to develop our economic theoy  in

such a way that it incorporates the releuant  phenomena under con-
sideration. This is the manner in which theories are developed.
Certain happenings in the world are observed, and theories to ex-
plain those occurrences are developed. When an exception to the
theory is found, the theory needs to be either discarded or modified.

Today, inflation has two basic definitions. First, there is the
older and now less well-understood meaning that inflation is sim-
ply an increase in the mong SUPPO. The modern and newer meaning,
thanks to Keynes’ influence, is that inflation means rising Pn”ces.
There is a reason for the difference in definitions. This disagree-
ment has led to sinister implications for us, the victims of econo-
mists’ definitions.

An Increase in Momy

When inflation is defined as an increase in the supp~ of mongy,
economists and voters alike are more likely to focus their attention
on those agencies that control the issue of currency, coins, and
checks. Anyone who wants to examine the q$ects  of inflation will
then have to begin with the point of origin of new money. By defin-
ing inflation as the creation of new money, the investigators’ atten-
tion is transferred to those who have the legal right to create
money. The money creators are put under closer scrutiny than
might otherwise be the case.
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Furthermore, if inflation is the increase of money, the investi-
gator is more likely to ask himself “What happens to the money
after it is created? It is spent into circulation. Who benefits from
the goods that are purchased by the spenders (or the votes that are
purchased)? Who are the recipients of this newly created money?
What advantages accrue to them, if any? Who are those who gain
access to this new money later? What are the disadvantages, if
any, of ‘standing toward the end of the line’? What happens to
which prices in what sequence from the time the new money is issued
to the time that it no longer has any measurable effects?” In short,
as Lenin so aptly epitomized the science of politics, who, whom?
Who wins, who loses? If the State has the legal monopoly of issu-
ing money, then initially the State and its beneficiaries win. At the
end of the process . . . ? Revolution?

The crucial economic issue of monetary theory therefore be-
comes the question of relative prices, not the aggregate price level. The
crucial issue becomes the economic effects of newly created money
on particular segments of the economy, on certain specified inter-
est groups. Only at the tail end of economic analysis does a per-
ipheral and subordinate question appear: the effect of monetary
inflation on “general prices,” meaning a statistical index number.

Those who define inflation as an increase in the money supply
tend to be those who examine relative prices and their effects on
the way the economy functions. They examine the prices that you
and I examine as we go about our task of buying and refraining
from buying. Those economists who define inflation in this way
tend to be in the Austrian School. The man who for half a century
has called his colleagues to focus on relative prices rather than
aggregate prices in their search for economic understanding is
Frederick A. Hayek. He has continually criticized Keynes and the
Keynesians for their unsalutary neglect of relative prices.z By im-
plication, he also criticizes the monetarists and the Chicago
School economists for this same neglect.

2. 1?. A. I-Iayek, A Tiger By the Tail: A 40- Nars’Running  CommentaT on Keynesian-
ism by Hayek, edited by Sudha R. Shenoy (London: Institute of Economic Affairs,
1972).
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An Increase in the Price Level

In contrast to this definition of inflation is the one generally
accepted by the Keynesians and the Fried manites: inflation is a
rising prance level. They do not worry about inflation so defined until
the index numbers selected by the government statisticians begin
to indicate that selected “prices in general” are rising. In this sense,
Friedman was correct when he announced, “We are all Keynes-
ians now. ”

These economists do not believe that the issue is the issuing of
money. The y believe that the issue is rising prices. This means
that only when monetary inflation has produced statistically
measurable effects do “mainline” economists become interested in
monetary policy. They do not spend time and effort in discussing
the implications of the spread of newly created money through the
economy before this process a~ects  the statisticians’ index number. They
do not bother analyzing the possibility that these effects might cre-
ate the dreaded boom-bust cycle of economic expansion and
depression. That a boom might come without being observed in

rising prices generally is not taken seriously by most economists,
for most economists rely on this index number definition of infla-
tions  They rarely discuss the theoretical possibility — let alone the
practical likelihood – that the effects of an increase in the money
supply might be inflationary despite a stable price level, since
Prices  that might have otherwise havefallen,  due to increased productiv-
ity, remain stable.

This is why definitions do matter. If we define a phenomenon
in a particular way, we may become blind to cause-and-effect re-
lationships that are denied by, or de-emphasized by, our chosen
definition. And since this is a book about Dr. Vickers  and Keynes,
let me put it a different way. If people become willfully blind to
cause-and-effect relationships that displease them, they will then
define a phenomenon in a way that makes it easier for them to ig-
nore these unpleasant relationships.

3. One who does not is Murray Rothbard, Amm”ca’s Great Depression (Prince-
ton, New Jersey: Van Nostrand, 1963).
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An Increase in Velocity

All of the various schools of economic thought admit that if
there is an increase of velocity of money, prices can rise faster than
the rate of increase in the money supply. They all recognize that
this happens in the final stages of a mass inflation, as it did in Ger-
many in late 1923. The Austrian School seldom discusses the
topic, however, except in these high-inflation historical contexts.
It is a weakness which deserves correcting.

One major qualification needs to be m;de concerning the con-
cept of the velocity of money. If people as buyers of goods (sellers
of money) are getting rid of money more rapidly, sellers must also
be getting rid of goods just as rapidly as buyers of mong. Obviously,
someone is letting loose of the goods and services. So there has been
an increase in the velocity of goods and services, too. Shouldn’t
these two “velocities” offset each other? Why should prices of
goods rise (the value of money fall) as a result of increased~elocity?
This question was once raised by Henry Hazlitt. I have seen
nothing in print to respond to it, although there must be some-
thing in print somewhere which addresses the problem.

I think it may be a purely statistical phenomenon. As mass
inflation hits an economy, owners of goods and services increas-
ingly refuse to sell. They hoard durable goods because they expect
to be able to sell them at even higher money prices for them later
on. Eventually, most people refuse to sell because they do not
trust the future value of money at all. Thus, the prices recorded
for those few durable gooh that actual~ do get sold are very high.

The government statistician then imputes the price received
for the handful of actual sales to the total number of goods of this
type that the statistician estimates may exist in the overall econ-
omy. This “index number” of prices is highly misleading: very few
of these goods are being offered for sale for paper money. The high
price level which is attributed to an increase in the velocity of
money therefore overstates the real increase in money prices,
because it “weighs” the effect of these few sales in the “money econ-
omy” as Z~ a large number of these goods were actually being sold.
While these goods are crucial for the real economy – the barter
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economy — they are steadily less important as a factor in the fiat
money economy, where they are seldom brought to market. In
other words, the y are overweight statistics. Fat statistics get all the
attention in the press and economic histories.

Nevertheless, Hazlitt’s paradox raises an interesting problem
which deserves a lot more attention from Ph.D.-holding econo-
mists of all schools. (Hazlitt  has continued to pop the economists’
balloons since about 1920, probably because he never graduated
from college and has never had his thought patterns restructured
by professional academics.)

If I am correct in my guess that the rise in the price level which
follows an increase in the velocity of money toward the end of
mass inflation is primarily a statistical phenomenon, then such an
increase in velocity in the early stages of an inflation is not the
cause of price inflation, but only an indication of a boom econ-
omy. Prices are rising, not because of an increase in the velocity of
money, but because of the increase in the supply of money. An in-
crease in the velocity of money merely records statistically
people’s increased willingness to enter into voluntary exchanges.

The Effects of Monetary Inflation

As I have already mentioned, an interesting omission in the
Keynesian system is a discussion of the economic effects of in-
creasing the money supply. Although their velocity of money con-
cept is linked to the question of money supply increase, Keynes-
ians generally avoid a rigorous analysis of the spreading economic
effects of increasing the amount of money in circulation. Their
primary reason for this is that the Keynesian system calls for an
increase in the money supply, and to analyze this aspect of mone-
tary theory in detail would expose the inherent difficulties and ine-
quities that arise from this practice. It would also expose the losers
in the economy, and losers might band together and call for a ces-
sation of monetary inflation.

What if certain groups recognized what was going on? What if
they began to invest in terms of taking advantage of the changes
in relative prices created by the monetary inflation? What if their
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inflation-hedging investment activity in, say, gold, silver, and art
objects were to call attention to the economic results of the
Keynesian inflation game? What if workers then took note of this
and began demanding higher wages, thereby reducing the em-
ployment “kick” which the Keynesian planners hoped to achieve
for the overall economy? What, in short, if the victims should
finally catch on to the essence of the Keynesian revolution, which
is based on an illusion: higher employment as a result of lower real
wages? That would be a dark day for the Keynesian planners.
And so it was, in 1979 and 1980. So it will be again, when the des-
perate Keynesian economists recommend mass inflation to bail
out the banks. (Better put, when the desperate bankers call in the
Keynesian economists to justify the bankers’ call for the central
banks to inflate the various Western currencies, especially the
U.S. dollar.)

The essence of the discipline of economics is to study cause and
e~ect  of different economic occurrences. Consider an increase in
the money supply. What can cause it, and what are its likely
effects? The answer to the first part of that question depends on
what money is. In our era, money is regarded by most people as
those pieces of paper with pictures of various politicians on them,
and token coinage made up of metals such as zinc and copper. To
determine the cause of the supply of these units we only need ask
who controls their issuance in the first place. The answer to that is
the State. Any increase in the money supply is thus a deliberate act
on the part of those in civil government.

Banking

Unfortunately, it is not that simple. Men have devised a sys-
tem whereby the money supply can be increased without physically
increasing the quantity of pieces of paper and coinage which
already exists. The method of doing this is called fractional reserve
banking. There is nothing especially magical about this, for all it
involves is certain bookkeeping procedures. We are all familiar
with banks, and what they do. They take depositors’ money,
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promise to pay them interest on it, and then lend it out at a higher
rate to borrowers, pocketing the difference as reward for their ser-
vice. If that were all the bank did, there would be no difficulty in
understanding their place in the economic life of the community.
If they were merely a storehouse for people’s monetary wealth,
and in addition provided the valuable service of bringing lenders
and borrowers together in order that an amicable transaction
might ensue, the place of banks in the economy would be highly
beneficial. On the one hand, the lender would get a receipt
acknowledging his deposit, while on the other hand, the borrower
would sign a contract stating the terms and conditions of his
repayment of the sum borrowed — a simple, straightforward con-
tractual arrangement.

Some depositors might not want to lend their money. They
may want it in the near future for some purpose, and therefore
they are only putting it in the bank for safe-keeping. Under nor-
mal commercial conditions, they would pay a fee for this safe-
keeping service, for the banker is not able to make any profit by
lending out that particular deposit. The fact that all depositors get
interest, whether they intend to lend their savings or not, should
warn us that something is amiss. How can interest be paid when
the money is not on loan to a borrower who is paying for the privi-
lege of using that money?

We are back to the question of fractional reserve banking.
Bankers have determined that at any point in time, all the depos-
itors who have merely stored their savings for safety reasons will
not turn up at the teller’s cage to demand the return of their de-
posited funds. Bankers have thus perceived the opportunity for
additional profits. If it is known that on average only a certain
percentage of depositors desire the return of the finances, then the
remainder could be used —provtied  the depositor does not know that thfi
is being done without permission. So bankers have devised a scheme
whereby they can use even that portion of deposits left with them
that was not intended to be lent to borrowers. Their scheme runs
something like this.
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Fiat Mon~

When a depositor places money in the bank, the bank issues a
receipt of some kind. In essence this is now a liabili~  to the bank.
But because the banker has worked out how to utilize this money
for his own profit, he now perceives this deposit not as a liability
but as an asset.  Perhaps $100 has been deposited. He knows that at
any one time only twenty percent of depositors want their money
back, so he puts aside this percentage ($20) in his vault (non-
interest-paying), and then gleefully searches for a borrower who
needs $80. (Actually, the central bank collects most of this “vault
money.”)

He could give him the $80 cash straight out, but any time an
inventory take is done, his scheme would be exposed. Why not
use the bank’s good standing in society and issue another piece of
paper which says the borrower has access to $80? He can simply
use that piece of paper as money, the receiver remaining confident
that the bank will honor the obligation involved in that document.
This way, the banker gets to hang onto all the money. His inven-
tory remains full, balancing his liabilities.

Cause

If this was all he did, things would not be so bad. But there is a
second banker in town. When the first bank’s client (borrower)
deposits the borrowed funds in his own bank account, he can then
start writing checks. Someone else gets this $80, and the new pos-
sessor of the $80 deposits it. The second banker (or maybe it is the
first one), rather than seeing this as a return of the loaned out cap-
ital, instead views it as a “new” deposit. He proceeds to retain his
familiar twenty percent security, and determines to lend out the
remaining $64. So the merry-go-round continues. The loaned-out
money, each time it is returned to the bank by some recipient
seller of goods or services, is dealt with by the banker as a “new”
deposit. In reality, of course, it is simply a return of a portion of
that original $100.

Watch the money multiply: from $100 to $500. Here is the de-
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scription of the process which appears in a popular book published
by the United States’ central bank, I%e Federal Reseme System: Pur-
poses and Functions, published in 1963 on the 50th anniversary of
the Federal Reserve System. This highly revealing description is
no longer published in the more recent versions.

M ULTIPLYING C APACITY OF R ESERVE M O N E Y

T HROUGH B ANK T RANSACTIONS

(in dollars)

Deposited Set aside
Transactions in checking Lent as

accounts reserves

Bankl . . . . . . . . . . . . . . . . . . . . . . .
2 . . . . . . . . . . . . . . . . . . . . . . .
3 . . . . . . . . . . . . . . . . . . . . . . .
4 . . . . . . . . . . . . . . . . . . . . . . .
5 . . . . . . . . . . . . . . . . . . . . . . .

6 . . . . . . . . . . . . . . . . . . . . . . .
7 . . . . . . . . . . . . . . . . . . . . . . .
8 . . . . . . . . . . . . . . . . . . . . . . .
9 . . . . . . . . . . . . . . . . . . . . . . .

10 . . . . . . . . . . . . . . . . . . . . . . .

100.00
80,00
64.00
51.20
40.96

32.77
26.22
20.98
16,78
13.42

80.00
64.00
51.20
40.96
32.77

26.22
20.98
16.78
13.42
10.74

20.00
16.00
12.80
10.24
8.19

6.55
5.24
4.20
3.36
2.68

Total for10 banks . . . . . . . . . . . 446.33 357.07 89.26

Additional banks . . . . . . . . . . . . 53.67 242.93 210.74

Grand total, all banks . . . . . . 500.00 400.00 100.00

lAssuming  an average member bank reserve requirement of
20 per cent of demand deposits.

zAdjusted  to offset rounding in previous figures,

This is the heart of how the modern fractional reserve (a frac-
tion of deposits in reserve) banking system operates. Such a prac-
tice “increases” the money supply in inverse proportion to its frac-
tional reserve requirement: the lower the required percentage of
reserves, the more money can be created by the banking system as
a whole. In reality, nothing valuable has been created, but wealth is
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steadily transferred to those who gain access to the new money
early, and who spend it on goods and services, from those who re-
ceive it later, and who face higher selling prices than would other-
wise have been the case. It is all done by fictional bookkeeping,
and therefore deserves the description “fiat money” — created out
of nothing.

An economist who defines inflation to mean an increase in the
money supply is thus talking about two phenomena in modern so-
ciety. On the one hand, he is talking about the manufacture of
notes and coins by the government, and on the other hand, he is
talking about fractional reserve banking policy which also
“manufactures” additional money. The fact that all modern bank-
ing systems are controlled by the federal authorities through na-
tional reserve banks is proof that even this method of increasing
the money supply is ultimately controlled by State officials.

Effect

We  have seen the cause of increasing the money supply, but
what is its efect? The law of supply and demand, contrary to
Keynesian opinion, still operates. An increase in the supply of
any good, say potatoes, will result — other things remaining un-
changed — in a lowering of the money value of that particular
good. When we consider that commodity in terms of money, we
can say its (money) price has declined. We now need less money
to obtain it. Or, we could look at the same transaction and say
that the value of money has increased because we can now purchase
a larger quantity of that good with the same amount of money.
Still another way we can put the same idea is to say that as com-
modity sellers, we now need to sell more of that good in order to ob-
tain the same quantity of money (or any other economic good we
wish to exchange for it).

If potatoes were money, that is, the medium of exchange in so-
ciety, we would now say that prices have risen; it would now cost
more potatoes to obtain any other good or service. Like a coin
which can be looked at from either side or from its edge, so any
transaction can be viewed from several vantage points. Money is
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an economic commodity, just like potatoes. Increase its supply,
and its value goes down (or fails to go up) in relation to other
goods and services.

But there is a difference with respect to money – a unique
difference. When more potatoes are produced, consumers of pota-
toes are benefited. There are more consumer goods available than
before. But when additional money is produced, there is no net bene-
$t to socie~. (Or more properly put, a humanist economist cannot
say that there has been any net increase. )A Holders of money are
hurt, for the value of money falls. Spenders of money are bene-
fited; they get the goods.

Although it is true that any economic good or service could
rise in price owing to a change in either supply or demand, our
observation here leads us to conclude that when all prices rise gen-
erally, what we are really observing is a lowering of the purchas-
ing power of the monetary unit. That is, its supply has increased
causing a decline in its value (its purchasing power) and this in
turn creates a rise in prices. Inflating the monetary unit, there-
fore, is the cause of general price rises.

Dr. Vickers’ Confusion

It is worth noting that Dr. Vickers makes no attempt to discuss
the effects of increasing the money supply. He is adamant that
fiscal and monetary policies are needed, and he is certain that “in-
jections” need to be made into the economy whenever those objec-
tionable savers withdraw their money from the national income
stream. (All right, all right: savers don’t remove money from the
national income stream. The y put it right back into the income
stream. They deposit it in a bank, or a money market fund, or
whatever, and it keeps on rolling along. You know this. I know
this. Dr. Vickers honestly doesn’t understand this. He lives in the
shadow of Keynes. ) But Dr. Vickers’ call for such policies is

4. This is because of a crucial problem of the economics profession: they can-
not, as neutral, value-free scientists, make interpersonal comparison of subjec-
tive utilities. Dr. North surveys this problem in The Dominion Covenant: Gsnesis
(Tyler, Texas: Institute for Christian Economics, 1982), ch. 4.
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noticeably silent on its analysis of the likely effects of such action.
To avoid such confrontation with the law of supply and demand,
Dr. Vickers, as we have seen, simply tries to argue that such a law
does not always exist. On the other hand, he also hides his discus-
sion of the topic by re-defining  the meaning of inflation.

Increasing the money supply was once the meaning of the
word inflation. To inflate was to inflate the amount of money in
existence. Now, however, inflation means something altogether
different. It is usually understood to mean a rise in prices, and
that is the popular understanding in our day. To overcome this
dual definition difficulty, it is necessary to speak of monetay  infla-
tion and price inflation. Such terminology allows us to clarify our
words so that Dr. Vickers cannot accuse us of using ‘empty logo-
machy.” Of more particular importance, though, is our observa-
tion that monetary inflation causes price inflation.

Th@ Through Injation

Our analysis here raises a fundamental moral question. If low-
ering the value of the monetary unit is a deliberate act on the part of
someone, has he not ddiberately  taken the value of the monetary
unit away from the holders of that unit? In other words, has there
not been a deliberate act of stealing something from someone, in
this case the value of their money? If this is the case, then as Chris-
tians do we not have some obligation not to defraud our neighbor?
The command in Leviticus 19:35-36 contains the idea of having
just weights and measures, money originally being gold and silve~
measured by weights Clearly this command, an application of
the eighth commandment forbidding theft, also forbids defraud-
ing our neighbor of the ualue of his monetary unit, especially when
it is well within our power to maintain that value.

The Keynesians’ unwillingness to see the deficiency of their
analysis at this point, and their refusal to consider the moral im-

5. See Rousas John Rushdoony, “Hard Money and Society in the Bible; in
Hans F. Sennholz, (cd.), Gold 1s Mong  (Westport, Connecticut: Greenwood
Press, 1975), pp. 157-175,
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placations of their policies, is the cause of part of our fundamental
disagreement with their system. It is not that they have departed
from the older and traditional meaning of inflation. That is not
such a major issue. If they were willing to discuss the cause and
effects of inflating the money supply in their overall theory, there
would be less reason to be critical of their system. But by re-defining
inflation to mean price increases, this provides opportunity for
them to appear as if they discuss these economic phenomena thor-
oughly. It builds a veneer of apparent thoroughness, but their sys-
tem is devoid of any discussion on the likely effects of monetary
inflation and what are the causes of general price increases. In
fact, because of the weakness of their analysis, they are incapable
of describing the economic phenomena that we witness today, the
continual but erratic increase of all prices. Having denied the law
of supply and demand in order to justify their fiscal and monetary
policies, they have denied one of the fundamental tools of eco-
nomic analysis.6

Darwinian Impersonalism

Evolutionary Darwinism has pervaded twentieth-century
thought to a greater degree than we often realize. We are, to some
extent, influenced by the culture which surrounds us, and a major
factor in contemporary thought is the concept of evolution, which
teaches we live in a world of chance, of “brute” factuality, where
nothing necessarily stands in relationship to anything else. The
universe is a meaningless lump of primeval matter which has, for
some unknown reason, originated out of the ylem7 (or some such

6. The pseudo-economic Socizd Credit theories of C. H. Douglas, which have
some support in Christian circles, also fall into this category. They similarly
refuse to analyze the effects of increasing the money supply. Their dislike is for
the bankers whose creation of “fiat” money involves a debt burden on those who
receive it. That is, it has to be repaid with interest. Social Creditors would merely
like to see the creation of wealth (in their terminology “social credits”) in the
hands of the State to be issued to all without obligation. The ej)iect~  of such a policy
they conveniently ignore. The effects would be bad.

7. Robert Jastrow, Red Giants and Whi& Dwa@:  A4ank Descent from the Stars
(New York: Signet, 1969), pp. 68-69.
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“original universal stuff”). This leads to the unfortunate con-
clusion that the world is impersonal, that there are impersonal
forces that bring about “whatsoever comes to pass.” By denying
the all-controlling God of Scripture who determines whatsoever
comes to pass, men transfer predestination to some other force or
object. In the mind of twentieth-century man, chance controls
whatsoever comes to pass. Conveniently, this ultimately denies,
unlike Biblical predestination, the validity of human choice. We
are not responsible, says modern man, for our actions. (“The ran-
dom, impersonal universe which chance gave unto me bath made
me to sin.”) This has had disastrous effects in the study of econom-
ics.  s

The denial of the law of supply and demand has reinforced the
popular notion of evolutionary Darwinism: that whatever happens
is caused by chance, not deliberate human action. Consequently,
price inflation is seen as the product of chance. Sometimes we
have it, and sometimes we don’t. After all, don’t our politicians
say they are doing their best to control price inflation? Don’t we
hear their self-adulation at bringing present (early 1986) price in-
flation rates down to “tolerable” levels of around five percent? Are
we not promised, especially at election time, that their utmost
efforts will be given to control price inflation?

Evolutionary thought thus plays into the hands of power-
hungry politicians who, committed to the Keynesian fallacies,
would rather impose their ridiculous fiscal and monetary policies
on an ignorant and gullible public. But as Peter Drucker notes, “It
is simply not true, as is often asserted, that economists do not
know how to stop inflation. Every economist since the late 16th
century has known how to do it: Cut government expenses and
with them the creation of money. What economists lack is not
theoretical knowledge, it is political will or political power. So far
all inflations have been ended by politicians who had the will

8. The best defense, and the most delightful reading, of biblical predestina-
tion is Martin Luther’s Bondage of the Will (various translations).
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rather than by economists who had the knowledge .“9

Mumble, Mumble

To be an economist today is not an easy life. As Dr. Vickers
reminds us, “economics is no longer sure of itself.” What he really
means is, “We Keynesians have predicted inaccurately for so long
that our younger colleagues, committed to Milton Friedman, are
beginning to ridicule us. We have been blamed for inflation, and
we have also been blamed for recession. Just because we have
been in charge, and just because that flamboyant big-mouth
Heller  said the new age of Keynesian bliss had arrived back in
1966, we are now being asked unfairly to take responsibility for
the bad side of the economy, as if it were the fault of Keynesian
planning rather than chance, or Richard Nixon, or economics in
general, or something. Furthermore, our pension benefits are not
looking very reliable, and we are all getting close to retirement. So
I guess we economists are all to blame. I guess all economists are
wrong. I guess I’m off the hook.”

What of Hayek, who began predicting precisely these bad
results in the late 1930’s? What of Mises, who did the same? What
of the Austrian School in general? They don’t count. To prove it,
Dr. Vickers wrote his book.

For the average hard-working economist, Dr. Vickers’ admis-
sions (like Milton Friedman’s in 1971) lo are not so encouraging.
After all, if the whole profession is not sure of itself, then what can
the poor, humble economist do and say? If he is no longer sure of
anything that he might propose, there seems little else the modern
economist can do but mumble. To allow the dictionary to en-
lighten us, the meaning of mumble is “to speak indistinctly.”

9. Peter F. Drucker, “Toward the Next Economics” in The Public Interest,
Special Edition, 1980, p. 12. This is currently being proven to be true in Great
Britain where two philosophers rather than economists, Dr. Madsen Pirie and
Dr. Eamonn Butler of the Adam Smith Institute, have been influential in turning
the tide against the British drift into socialism, They have effectively brought
about the privatization program which the Thatcher Government is pursuing.

10. Cited at the beginning of the Introduction.
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Maybe this appears a little harsh to some. Well, before making
final judgment, let us take a tour of Dr. Vickers’ understanding
and theories on inflation. A surprise may be in store.

Douglas Vickers, InJation Fighter?

A superficial reading of Dr. Vickers’  Economics and Man could
lead to the conclusion that there is agreement with the North-
Rushdoony thesis that an increase in the money supply – that is,
monetary inflation — causes a devaluation in the purchasing power
of money which, in Biblical terms, is theft and fraud. “[ W]e should
avoid the theft and immorality of inflation,” says Dr. Vickers. 11

Inflation, it ought to be said, is immoral, and the immorality is
chargeable to those whose economic actions give rise to it, or to those
who, being responsible for the right administration of the economic
affairs of the nation, either adopt policies which exacerbate the inflation
rate or fail to take action more reasonably designed to correct it. 12

A closer examination of the sentence quoted will reveal, how-
ever, that Dr. Vickers has a vastly different idea of the meaning of
inflation from that of North and Rushdoony. (We shall see that he
has a different definition altogether than those mentioned earlier
in this chapter. ) Notice that he says the failure to take economic ac-
tion can cause inflation. Now, failure to act cannot cause inflation
in the North-Rushdoony sense (except the government’s failure to
enforce the law of honest weights and measures), since they define
inflation as any increase in the money supply. ‘J How could inac-
tion cause an increase in the money supply? Obviously, Dr. Vick-
ers employs this word in a different sense from those he opposes.
What he refuses to accept is the definition of inflation as an in-
crease in the money supply. No Keynesian will. If he did, he
would have to abandon his entire methodology. Thus, all Keynes-
ians cling religiously to any definition of inflation except the

11. Vickers, Economics and Man, p. 36.
12. Ibid., p. 98; cf. pp. 175, 242, 243, 253-254.
13. North, An Introduction to Christian Economics, p. 20
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Austrian one. 14
“In flation,” Dr. Vickers says, “is a condition of dynamic dis-

equilibrium. J>lS This means precisely nothing — or better Put) ‘t

means imprecisely nothing. Evey economy is always in a condi-
tion of dynamic disequilibrium. There never can be equilibrium
in the real world. Equilibrium for economic analysis is what the
philosophers call a limiting concept – a mental backdrop or hypo-
thetical model by which to evaluate the real world. Once again, at
a crucial point in economic analysis, Dr. Vickers  is offering us
another verbal smoke screen. It is another attempt to substitute
meaningless phrases in order to remain safely on the sidelines
while Keynesian policy-makers debauch the currency just as surely
as Keynes debauched Tunisian boys.

Dynamic Muddle

But let us take him at his muddled word. What about equilib-
rium? First, if inflation is defined as “a condition of dynamic dis-
equilibrium,” the recurring phrase “inflationary disequilibrium” is
a meaningless tautology. 16 Dr. Vickers is saying there is such a
thing as a “dynamic disequilibrium disequilibrium,” a phrase
which does not make sense.

Second, the immorality of inflation which Dr. Vickers talks
about is therefore the “immorality” of a “dynamic disequilibrium.”
This must mean that any change which occurs to upset the
Keynesian concept of “equilibrium” is immoral. In other words,
Dr. Vickers wants an economy that is completely unchanging to
satisfy his demands for morality.

14. A Christian economics teacher who adhered to the Keynesian theories,
and favored the ideas of Vickers, insisted to me that inflation could not be defined
as an increase in the money supply. He just would not allow it. Even though I
conceded to call it something eke, he still would not discuss the crux of the mat-
ter, that increasing the money supply causes prices to rise, effectively defrauding
some people in the community of the purchasing power of their money. Ignoring
the real issues is an integral part of the Keynesian system.

1.5. Vickers, Economics and Man, p. 277.
16. Ibid., pp. 15, 129, 264, 2733274, 277, 278, 280, 281, 321, 335, 336, 340.
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This is seen in his call – read: “call for the government to do
something” – for stable prices. One of his stated economic objec-
tives is “a stable level of domestic prices, or the preservation of the
internal purchasing power of the economy’s money supply.” IT
Consequently, the nature of this world as it is, with its changes
and fluctuations, must be immoral as far as Dr. Vickers is con-
cerned. But this idea of morality is far removed from the Biblical
concept that morality and immorality are in terms of the law of
God.

Third, why would anyone call for stable prices? First, in a pro-
ductive economy, prices should be falling. Do you really think the
consumer has been hurt by electronic calculators that sold in 1985
for five percent of what they sold for in 1975? Are we dead set
against a higher real income? The government does have the
power to keep the money supply very close to constant. But to do
this would be to allow prices to fall, as producers compete to sell
us ever-increasing quantities of the goods and services we want.
But Dr. Vickers is unwilling to call for monetary stabili~. That
would involve no teams of central planners. That would involve
no collecting of reams of price data. That would not allow the gov-
ernment to impose the invisible tax of monetary inflation on the
public. No, he calls instead for something which the government
has proven completely incapable of providing, stable prices.

Does he want price and wage controls? Does he want an in-
crease in the money supply to match the increase of a statistical
average he would call the price level? Yes, he is willing to accept
either, though preferably the latter policy. The monetarists are
willing to accept an annual 370 to 5’Yco increase of the money sup-
ply, too. So are the supply-side economists. So are the Social
Credit cranks. Only two groups forthrightly call for stable money
— a}er a return to a full gold coin standard with 1007o  reserve
banking – with prices adjusted sole~ by free market competition,
whether up, down or sideways: the Austrian School and the re-

17. Ibid., p. 173.
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constructionists. 18 These are Dr. Vickers’ declared intellectual
enemies, the people against whom he wrote his book.

Fourth, with Dr. Vickers’ definition in mind, his conclusion
against Gary North that there is no “single cause or a single cure
for in flation,” is an inference that Dr. North’s economic conclu-
sions are incorrect. 19 It is, however, simply a matter of definition.
Conclusions are only as good as their founding premises, and
from his premise that inflation is a “dynamic disequilibrium,” Dr.
Vickers’ claim that North is incorrect is a logical deduction. But
understand: it is a logical deduction from a definition which can-
not possibly have any economic meaning. It has no specific con-
tent to give it predictive or analytic value. “Dynamic disequilib-
rium” tells us nothing, except that Dr. Vickers has chosen not to
present a logical alternative to Dr. North’s analysis.

On the other hand, if North’s definition of inflation is the start-
ing premise, Dr. Vickers’ conclusion is incorrect. Combine the
idea that inflation is an increase in the money supply with the in-
escapable fact that current monetary units are controlled by State
authorities, and there can only be one cause, and therefore one
cure, of inflation, according Dr. North’s definition.

Why Immoral?

To deliberately lower the value of money is to deliberately take
away someone’s purchasing power. It is theft and fraud in every
sense of the word, although when conducted on the scale which is

18. What is really needed is several decades of monetary deflation. Without
the creation of 100’% reserve banking, the world will forever be at the mercy of
the money manipulators. To return to a world of stable money and flexible pric-
ing, we will have to go through the deflationary wringer. Once the various gov-
ernment banking insurance schemes are officially abandoned, and the thrift in-
stitutions are left on their own, there is no known way to prevent a toppling of the
banks, if the central banks slowly increase reserve requirements. This deflation-
ary policy is revolutionary, but so is the coming mass inflation (the onlY possible
alternative to a return to sound money), which will inevitably be followed by un-
controlled deflation, or else a total destruction of today’s currency, with a new
currency substituted for the dead one. This is the more likely scenario, however.

19. Ibid., p. 179.
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currently exhibited worldwide — thanks to Keynes — it is probably
better to call it grand larceny. Yet it is this precise policy which
Keynesians offer as “sound” and “moral” economic theory. Biblical
morality and Keynesianism are thus in radical opposition to one
another at this point. How Dr. Vickers can call monetary inflation
beneficial is beyond comprehension. He is aware that monetary
policies cause economic recession and expansion, yet it appar-
ently does not occur to Dr. Vickers that an obvious way to reduce
expansionary-recessionary tendencies, which cause the dishar-
monies Dr. Vickers is so keen to eliminate, would be to do away
with the Keynesian policies imposed by a central planning
authority.

Monetary inflation also encourages political favoritism. When
governments print money, it is given to some people who are now
able to buy goods which were previously beyond their means.
This increased demand tends to drive up the prices for those
goods, thereby putting at a disadvantage those who did not get the
new money early enough. Even if fractional reserve banking is
used as the means of money creation, those who can borrow most
will benefit at the expense of those who borrow little or nothing.
Some gain, some lose. The winners in the inflation game gain at
the losers’ expense.

Tragic Consequences

Perhaps the most tragic consequence of monetary inflation, at
least from an economic perspective, is the misallocation of resources
which it induces. When some members of the community have
their purchasing power increased, they either call for additional
production in existing goods and services or for new goods and
services. As this new money is spent, those receiving it are able to
buy additional goods. As the new money circulates throughout
the economy, however, there is a tendency for prices to rise.

Once the general price level (however compiled and “weighted”)
has increased, the economy is not back to where it was before the
new money was injected into it. Expectations were induced by the
prior rise in prices. The boom phase of the cycle was induced. The
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misleading price signals produced by the monetary inflation —
especially, temporarily lower interest rates — led entrepreneurs to
misforecast  coming economic events. The new conditions surprise
entrepreneurs. They shut down projects. They slow their spend-
ing. They stop borrowing to build new projects. They fire
employees. A recession is the result.

Monetary inflation has thus caused a misallocation of re-
sources, including labor, resulting in a waste of some of those
resources.  zo Possibly some producers purchased plant and equip-
ment which now sits idle, or perhaps others increased their labor
force which is no longer required. Given Dr. Vickers’ requirement
that economics should concern conservation, development and
equity, nothing would appear more contrary to these ideals than
monetary and fiscal policies which create such economic upheaval. 21

It is not only their monetary theory which creates a drastic
waste of resources; their other policies have similar effects. For ex-
ample, the attempts to introduce a ‘~ust”  progressive tax system
have resulted in massive tax evasion and avoidance schemes.
Each time the tax laws are altered, there is a tremendous effort in
the community to understand their effects and to find ways
around them in order to minimize any tax liabilities. How much
better off would we be if this enormous quantity of human
resources, expended in finding loopholes in the tax legislation,
could instead be put to productive use for the benefit of all? How
much better would it be if free men were allowed to compete and
innovate without bureaucratic tinkering?

Conclusion

Against this background, it is easy to see that Dr. Vickers is
mumbling. He is speaking quite indistinctly. If he cannot define
inflation in such a manner that there is some semblance of coher-

20. Ludwig von Mises, Human Actmn. A Treatise on Economics (3rd ed.; Chicago:
Regnery, 1966), ch. 20.

21. For a comprehensive analysis of monetary inflation and its effects, see
Henry Hazlitt, The Inzation Cniis, And How To Resolve It (New Rochelle,  New
York: Arlington House, 1978).
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ence in the message he is attempting to get across to the reader, we
may readily conclude he is mumbling. But Keynes mumbled, too,
and a lot of very highly placed people thought they heard some-
thing profound. What they heard was pure pragmatic balderdash.
What they heard was a cry for more State intervention. They loved
to hear that. His mumbling didn’t matter at all.

Am I exaggerating? Consider Keynes’ written reply to specific
questions asked by the British government’s Economic Advisory
Council in July of 1930. They wanted his opinion on what should
be done to counteract the growing depression. This is the advice
he gave them:

When we come to the question of remedies for the local situation as
distinct from the international, the peculiarity of my position lies,
perhaps in the fact that I am in favour of practically all the remedies
which have been suggested in any quarter. Some of them are better than
others. But nearly all of them seem to tend in one direction. The un-
forgivable attitude is, therefore for me the negative one, – the repelling
of each of these remedies in turn.

Accordingly, I favour an eclectic programme, making use of sugges-
tions from all quarters, not expecting too much from the application of
any one of them, but hoping that they may do something in the aggre-
gate .22

Mumble, mumble. Spend and spend, tax and tax, inflate and
inflate, elect and elect. For in the long run, we are all dead. And
some of us will leave no progeny.

On the other hand, others of us will.

22. Cited by D. E. Moggridge, The Return  to Gold, 1925: The Formulation of Eco-
nomic PoliU and Zt~ Critic$ (Cambridge: At the University Press, 1969), p. 90.
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THE GREAT UNMENTIONABLE: UNEMPLOYMENT

There are no inherent reasons in a modern capitalist or quasi-
capitalist economy why the system will automatical~  equilibrate at a
situation offull  employment. 1

In his crucially important book, The Structure of Scient@ Resolu-
tions  (1962), Thomas Kuhn describes the way in which a particu-
lar academic discipline changes its collective mind. These infre-
quent major revolutions involve an academic guild’s rejection of
many of the truths of an earlier era, and the adoption of new in-
sights that were considered taboo, or preposterous, by the masters
of the guild prior to the revolution. This transformation, he says,
seldom involves large numbers of the existing members
change their minds. Instead, they retire or die, and younger
who have adopted the new viewpoint replace them.

Why do these revolutions occur? Kuhn says that they

who
m e n

take

place w-hen bright people, who are either outside the guild “or are
too young to have invested very much in developing insights (or
professional papers) that favor the existing outlook, begin to take
notice of certain anomalies that the guild chooses to ignore. Per-
haps it is a theoretical inconsistency. More likely it is some result
of experimental inquiry which cannot be explained well by the ex-
isting world-and-life view of the guild, what Kuhn calls its para-
digm. As more and more bright people focus attention on the
anomalies, the older masters get upset. They charge younger men

1. Vickers, Economics and Man, p. 136.
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with heresy. They point to the “outsider” status of some the inno-
vators. But if the skepticism of younger men grows, the guild is
ripe for a revolution.

Then, seemingly overnight, someone puts forth a new expla-
nation of the anomalies. He reconstructs the guild’s paradigms. A
successful theory will retain as much as possible of the received
wisdom, but the essence of the revolution is the new paradigm it-
self. The transformation takes about a generation. Then the guild
settles down to do “normal science” — the drudgery, puttering, and
“clearing up the doubts about the new paradigm” which character-
izes most scientific activity most of the time. *

Established economists are no different from other guild mas-
ters. They too have their favorite theories which they do not like
to have challenged, and will therefore avoid any discussion on
that particular area which might disprove their theory. Socialists,
for example, have yet to answer Mises’  criticism that rational eco-
nomic calculation is impossible in a pure socialist State. Without
private ownership, there is no entrepreneurship; without a com-
petitive private market for capital goods, there is no way for cen-
tral planners to impute accurate prices to capital goods. Calcula-
tions made by socialist planners are rational only because they
borrow from societies where prices arise in the market place.
Once they have obtained prices from outside the socialist system,
the y are able to make their calculations, but without such para-
sitic activity, rational calculations are impossible.3

The crisis in economics which has been underway since about
1970 is closely tied to this loss of faith in the prevailing Keynesian
methodologies. I have already cited Milton Friedman’s 1971

2. Thomas Kuhn, The Structure of Scient#ic Revolutions (2nd ed.; Chicago: Uni-
versity of Chicago Press, 1970).

3. Ludwig von Mises, Socialism (Indianapolis, Indiana: Liberty Press, [1922]
1981), pp. 97-105 (pp. 113-122 in the Yale University Press edition of 1951). There
was an attempt by Oscar Lange in the late 1930’s to answer Mises, but it did not
succeed, and his proposed solution was so impractical from the standpoint of so-
cialism that it has never been adopted by any socialist planning agency. Textbook
accounts, however, almost always claim that Lange answered M ises, in those
rare instances where the textbooks even mention Mises.
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admission at the beginning of the Introduction. Things have not
improved since 1971. In 1982, the New Ybrk Times titled an article
on the president of the American Economics Association, “The
High Priest of a Troubled Church” (Jan. 3, 1982). Things were no
better three years later at the annual meeting. Boston University’s
Paul Steeton said in 1985, ‘Economics is in a state of disarray,
more so than since Keynes .“ Martin Weitzman of the Massachu-
setts Institute of Technology (Paul Samuelson’s  university) said,
“There’s no consensus on what to do. In Europe they’re totally
paralyzed.”A  Yet in the classroom, little has changed. Writes
Robert Kuttner:

Today there are two quite opposite trends in economics. One is cen-
trifugal; there is a flowering of epistemological doubt. There are
anguished essays . . . in the Journal  of Economic Literature (which, though

published by the AEA, has served as a tolerant outlet for heretics) and
even an occasional one in The Amen”can Economic Review itself. And there
are those presidential addresses at AEA conventions. At the same time,
there is a strong centripetal impulse. Economics as practiced  is unchanged,
and the resistance to real diversity within faculty ranks and classroom
curricula is fiercer than ever. The debates are for the college of cardinals,
not for the parish flocks

Here is a textbook example of the conditions that prelude a
scientific revolution: self-doubt at the top of the guild’s leadership,
and full-time blindness at the level of “normal science.” Dr. Vick-
ers is representative of Kuhn’s hard-working and uncreative “nor-
mal scientist,” who is always the last to find out that the revolution
has come, and that he missed it.

The Keynesian Suppression

The Keynesian system, to which Dr. Vickers rigidly adheres,
adopts a similar method of suppression. This system of analysis is
maintained intellectually by its academic defenders by their

4. Wuhington Times (Jan. 2, 1985).
5. Robert Kuttner, “The Poverty of Economics,” Atlantic  Month~  (Feb. 1985),

p. 83.



204 Baptized Iny7ation

refusal to discuss certain aspects of market phenomena that might
mitigate against their theories. Henry Hazlitt  made the observa-
tion, “In the Keynesian system, the level of wage-rates and their
effect on employment, is The Great Unmentionable.”G It is un-
mentionable because it is closely connected to the question of

wage rates in a free society. Keynesian economists despise the

topic of the price mechanism, except as something to criticize.
On the surface, this seems like un unwarranted charge. O f

course the price mechanism is mentioned in Keynesian literature.
why, it is even listed in the index of Dr. Vickers’ Economics and
Man. Again we are back to the problem of definition. We need to

define exactly what we mean by the phrase “price mechanism.”
More to the point, we need a theoretical explanation of how it~nctions,
and we also need cogent evidence from the world of real human
action that the theory faithfully explains the events.

O~ective  Results of Suly’ectiue  Valuations

Prices perform an essential function in the economy. They are

the result of the subjective valuations of people acting in the mar-
ket place. More particularly, prices are what buyers are ultimately
willing and able to pay for a particular good or service. A price
helps to inform the seller whether he is selling his goods rationally.
What is an economically rational price from the point of view of

the seller? A price which enables him to sell all the goods he offers

for sale at a profit margin which then enables him to stay in busi-

ness and achieve his other goals, including non-economic goals.

Insufficient net revenues mean financial loss or hardship, whereas

profits indicate that he has correctly forecast what enough buyers

are willing to pay in order for him to remain in business.

Prices are the result of su~ectiue valuation. Human beings have

a habit, though, of changing their minds and opinions on a host of

things, and on a frequent basis. Someone is willing to pay $So for

a good book today. Tomorrow he is only prepared to spend $15 on

the book, and obtain a new Pierre Cardin tie with the money

6. Hazlitt, The Failure of the “New Economics, ” p. 331.
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which is left over. People change, they grow older, their likes and
dislikes alter; limited resources and not so limited wants means a

constant juggling of all desires on a scale of values. Today a new

auto is on the top of a rich man’s valuation scale, tomorrow a world

cruise. Although a certain price will be paid for a commodit y today,

tomorrow may bring another price. It could go lower if something

else becomes more important, or if that item climbs the ladder of

our wants, what we are prepared to pay for it will increase.

Market Continui~

Consequently, there can be no such thing as unchanging
prices. Surprisingly, though, in a free market prices tend to be
rather stable. For mass-produced items, there is a tendency for
prices to fall, especially for products that have been introduced re-
cently, and which are now the focus of intense competition from
new producers who have entered the market. Where there are a
number of people acting in accordance with their scale of prefer-
ences, the price results of the very often marked changes within
each individual’s preference scale are levelled  out across the mar-
ket as a result of the large number of people in the market. There
is a kind of averaging process going on. Buyers drop out of one
market, and may be replaced by others who have similar, if not
identical, preferences. While one buyer omits or lowers auto-
mobiles on his scale of desires, another raises autos on his list,
thus mitigating against the choice of the former. In all this, the
market possesses relative stability. Participants can form generally
accurate expectations about what will be available tomorrow, and
at what price.

This does not mean that the market cannot be subject to wild
fluctuations. Anyone who follows the stock markets knows that
markets can, and do, change quite dramatically and often quite
rapidly. But this is because there has been a fundamental shift in
valuations by a large number of people at one time. A particular
gold stock plummets, possibly because the latest mining report
has indicated that expected yields will not be achieved. Investors
have been overly optimistic on their anticipated profits, and now
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have cause to be more conservative in their expectations. Perhaps
the grape harvest this year is super-abundant, so grapes are a lit-
tle easier to come by. Meanwhile, beef prices are soaring because
the supply of beef had been overestimated, and there will be some
shortage of prime beef this season. All these factors contribute to
the valuations which each person makes about the commodities
and services on his or her scale of preferences, and a free market is
one where these changing decisions are registered in the market
place as people transact their business.

Authoritarian Continui~

Suppose, though, someone were to object to these changing
valuations. He dislikes this world of changing prices and fluctuat-
ing conditions. Instead, he thinks that prices should be held con-
stant. Suppose also that he is a government official with the au-
thority to issue a minimum price order. “Starting today, all buyers
will pay $5 a pound for prime beef irrespective of market condi-
tions or changing valuations which buyers and sellers may make.”
Such a decree looks good at first glance, at least to buyers who
were willing to pay over $5 a pound and sellers who were unable
to compete at prices under $5. Prices are regulated. Now we all
know where we are going. How much simpler budgeting will be
from now on! Right?

There is a missing factor in this equation. Our benefactor may
have noble ideas, but he is begging the question. What about
those w~ective valuations which individual human beings make?
It may appear all very well to decree beef will be sold at $5 a
pound, but what happens if prospective buyers are willing to pay
only $4? What will happen is quite simple: they will not buy the
beef until its price goes down to the level they are willing to pay.
Each of us has his own mind, his own opinions, his own scale of
preferences for all those things which are desired. Human beings,
made in the image of God, think and act in such a way as to reflect
their personalit~  their individuality, and their uniqueness in the
universe which God has created. But our mysterious benefactor
wants to do away with all that. Instead, his valuations, his scale
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of preferences shall be adopted by everyone else. Beef is “worth”
$5 a pound because he says it is; therefore it must be “worth” that
much.

Here, in its essence, is the Keynesian system. In the chapter
on socialism, I noted how that Dr. Vickers would have the State
intervene and impose one person’s valuations — or at least the val-
uations arrived at by a committee — on the remainder of society.
To recall just one example, Dr. Vickers has suggested that wage
increases might be taxed to the full extent they exceed “nationally
established norms.”T This kind of system is, of course, inherently
authoritarian. It would appear to the thinking person an act of
gross arrogance for another to tell him how he should act, what
prices he should pay for commodities, and so on. Yet arrogance is
the psychological center of the Keynesian system. If we do not question

Keynesians too deeply, and do not pressure them to answer ques-

tions which ultimately mitigate against their system, they remain

content .  They  wi l l  not  ra ise  such quest ions  if we don’t. Like

sheep, we are led to the slaughter, but as Gary North reminds us,

sheep have a habit of being shorn on the way to the slaughter-

house .

Vickers on Unemployment

Take, for example, Dr. Vickers’ approach to the unemploy-
ment problem. It is important to remember that, from an eco-
nomic viewpoint, wages are mere~ another price. Wages and salaries
are the price for labor, an economic commodity. Therefore, wages
need to be considered within the context of the overall price mech-
anism, within the context that, if left to themselves, people will
make certain economic calculations and decisions which they per-
ceive are the best for them at that particular moment.

As he develops his theories, he has this to say about wages and
their relationship to unemployment. “[I]f  all employers acting
together, or if, that is, the economy as a whole, should reduce the
wage rate it is proposed to pay to labor, then rather than there

7. Vickers, Economics and Man, p. 340.
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occurring an increase in the amount of labor demanded by em-
ployers, there may actually be a significant decrease. . . . For the
reduction in the prospective level of income-generating expendi-
ture which we have seen the proposed reduction in wage rates to
involve will have worsened, rather than improved, the market
prospects confronting producers, and will lower the prospective
demand for their output. The only course of action which economic
reason then suggests is for them to reduce their level of production.
And this, of course, implies a lower level of employment .“8 (Don’t
feel embarrassed if you need to reread this paragraph four times;
the writing is at fault, not your brain. )

Dr. Vickers is saying that a general wage reduction will cause
people to have less money to spend. This, in turn, results in fewer
purchases, producers make fewer sales, their profits decline, so
they will therefore employ less labor. A well-reasoned argument
. . . provided you accept his conclusion that lower sales and there-
fore more unemployment is the “on~  (Dr. Vickers’ word) possible
result.

Cause and Efect

What we really want to know is this: Why was there this over-
night reduction in national wage rates? Sure, any employer would
love to be able to cut wage rates, but none of them wants to have
his workers quit and go work for his competitors. So each
employer is forced to pay a competitive wage. (Yes, Dr. Vickers,
these employers may be greedy. But their greed leads them to pay
the going wage to laborers. They are greedy not only in relation to
their workers, but even more so, in relation to their competitors.
An employer dreads hearing someone who has had too much to
drink tell him at the next trade association meeting: “Say, Fred, I
hear you got too greedy with your work force, and they all walked
off the job. I hear you had to hire a whole new crew, and your
company’s output dropped, and the banks didn’t renew your
loans, and your company is about to be swallowed up by Amalga-

8. Ibid., pp. 269-270.
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mated. What do you say to that, Fred? Ha, ha, ha. We always
knew you were a loser!”)

Why, then, did wage rates of an entire economy drop? A col-
lapse of the Keynesian-operated banking system? A recession in-
duced by Keynesian-approved tariffs? (Keynes did approve tariffs
in the early years of the Great Depression. Perhaps he was just try-
ing to lengthen it and make it worse, the better to launch the
Keynesian Revolution in 1936.) The two main reasons why the
wage rates of a nation drop are these: a fall in demand for that na-
tion’s production, or a fall in productivity by the nation’s work
force. An overnight drop in wages is historically rare, except as a
result of a prior monetary inflation which at last comes to a halt
during a bank panic. Short of war, or short of physical catastrophe
(e.g., a volcano eruption or hurricane) in a very tiny nation, there
are no overnight national wage reductions.

So, it is not the fall in wage rates which has reduced everyone’s
income. It is rather the drop in demand for the output of the labor
force. To solve the problem of universally falling wage rates, we
must analyze the causes of the drop in demand for labor’s output.
We must get economic cause and effect straight in our minds;
otherwise, we might become Keynesians.

Price Competition

But, just for the sake of arguing, let us propose an alternative.
Let us agree with Dr. Vickers that a general lowering of wages re-
sults in a decline in sales. People now have less spending money.
They will re-evaluate  their scale of preferences, reallocating their
limited resources to those items deemed most important. Food,
clothing, and shelter are far more important to most people than
obtaining a new television set. ‘We’ll make do with the one we
have, until things get better.” So television manufacturers sell less,
and they don’t need as much labor for their reduced production
levels, and unemployment grows, according to Dr. Vickers.

But suppose –just suppose – that the television manufacturer
has recognized that because there has been a general decline in
wages, he is now paying less for his labor, so his production costs
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have been cut somewhat, and he can therefore reduce selling
prices a little, yet still maintain his profit margin. What has he to
lose by trying such a tactic? Absolutely nothing. His sales are
already down. His wages and salaries bill is down. He has noth-
ing to lose, and euaything to gain, by reducing his prices. Perhaps
that price reduction will be the temptation needed to induce pros-
pective buyers to reconsider the purchase of a television. So we
must disagree most strongly with Dr. Vickers  when he asserts
there is “only one course of action which economic reason” sug-
gests. What we need to ask is whose economic reasoning is suggest-
ing what. The manufacturer’s reasoning tells him to lower his
prices if he wants to sell the goods.

This may not always work. If there is simply no demand for
the good at any price, it has ceased to be an economic good. Per-

haps the producer has no possibility of lowering the price far

enough to induce retail customers to buy. As an example, con-

sider Economics and Man. After ten years, the publisher has yet to
sell out the initial run of 2,000 copies, even at the low, low price of
$6.95. What should he do? Sell all copies at once for a few cents
each to a “remaindef’  book distributor? Give it away as a prem-
ium for buying five (or four, or even two) other books? Or wait for
Baptized Inflation  to create enough controversy to get the last 250
copies sold? Entrepreneurs have difficult decisions in this life. But
that is the price they pay for remaining entrepreneurs.

In Dr. Vickers’ hypothetical example, we can see that a lower-
ing of the wage rate is not necessari~  a cause of unemployment.
(Economic analysis tells us that falling wage rates are almost
never the cause of unemployment, and never the cause of permanent
unemployment. Falling wage rates are the economically rational
response of employers and employees to falling demand for their
output. Falling wage rates are a rational attempt to maintain em-
ployment. They are a way to keep from going bankrupt or getting
fired. ) There may be some tempora~  unemployment if manufac-
turers and producers are slow to realize that sales will decline,
since workers now have less spending money due to the general
wage decline. But not all businessmen are that slow in under-
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standing economic reality. Some of them, in fact, are quite smart
when it comes to making business calculations. (In other words,
they are not all Keynesians. ) This is why the alert ones make
higher-than-average profits. The entrepreneur who first lowers
his prices in the case of a general wage decline will be at the head
of the line to reap the possible benefits, assuming there is no
change in consumers’ willingness to buy his goods. And even if
they won’t buy his goods at today’s prices, they may buy them at
tomorrow%.

Raising Wages the Keynesian Way

So far, we have seen Dr. Vickers make the startling and inac-
curate claim that his hypothetical general wage decline must re-
sult in greater unemployment. What is the result, though, if we
change the situation slightly and suggest another scene? Suppose
that instead of a general wage decline, a general wage rise occurs.
Let us assume that this increase is not the result of tremendous
new demand for labor’s output. Let us return to our price-setting
bureaucrat. Perhaps our benevolent State benefactor decides that
if lowering wages causes unemployment, raising all wages and
salaries will give increased spending power to the workers, so they
will purchase more, and this will, in turn, stimulate production,
resulting in a demand for more labor. Here, it is argued, is the
possible solution to the unemployment problem. In its essence,
this is the conclusion that Dr. Vickers’ reasoning warrants. It
should be obvious that if a lowering of wages results in unemploy-
ment (which is what Dr. Vickers argues), the solution must be to
raise wages: more money in the income-generating stream, more
demand, more productivity. Utopia, here we come.

If that were our conclusion, we would have fallen into the trap
which Dr. Vickers has set for himself. (No, come to think of it, he
has been caught for his whole career in that analytical trap. So
have all his Keynesian peers. He just wants the rest of us to fall in
with him. ) Again, there is another possible alternative result to
the one deduced above. A general wage and salary increase would
result in greater expenses for employers. They would be forced to
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raise their prices at least as much as the wage increases in order to
maintain profitability.

But wait a minute. How could they all raise their prices? Yes,
yes, Dr. Vickers, we know: they are ail incredibly greedy. But
the y were all incredibly greedy yesterday, too, in your view. So
why didn’t they all raise their prices yesterday? Because we consum-
em would not have bought all of those higher pn”ced goods they brought to
market. We will not buy them today, either . . . unless the government
creates suficient $at money to let us do it. And this, my friend, is why
we are back to the Keynesian solution. Print money.

So the government prints the money (or allows the fractional
reserve banking system to create it). How will the workers be bet-
ter off? The producers are still producing the same quantity, but it
is being sold at higher prices. Workers have received higher
wages, but they now pay higher prices on average for goods and
services. How are they better off? The answer is, of course, they
are no better off at all. Nothing has changed in this situation ex-
cept that the dollar amounts being transacted are at higher levels
than before the general wage increase was granted.

Oh, yes, now that I think of it, something has changed. I for-
got about Dr. Vickers’ enthusiastic recommendation: the gradu-
ated income tax. The higher a worker’s money-denominated in-
come, the larger the percentage of his income is taken “off the top”
by the tax collector. So I was incorrect. Almost all workers are worse
ofl. They will suffer a reduction of their after-tax real income.

It is the old double whammy: Keynesian-recommended mon-
etary inflation produces Keynesian-created price inflation, which
opens the door to the Keynesian-approved graduated income tax to
achieve its confiscatory mission more efficiently than ever. .Ke ynes-
ianism increases efficiency . . . of the State to destroy freedom.

Price Controk

But our Great Benefactor may realize that prices will go up in
response to his monetary policies. He knows that producers will
raise their prices, thereby destroying the effects of wage increases.
The obvious solution to the problem is to prevent prices from
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being raised by sellers. Let’s have wages increased, but all other
prices remain unchanged. Make it illegal to raise prices.

Now what is the situation? Wages and salaries are up, but the
producers cannot raise their prices to recoup costs, so they find al-
ternatives to the now-overpriced labor. They mechanize produc-
tion (if they can buy the equipment before the manufacturers go
out of business), thereby employing less labor, or they demand in-
creased productivity to pay for the increased wages. They start fir-
ing workers who do not improve productivity. Whichever choice
employers make, it involves a fundamental calculation that the
present labor rates are too high.

So what is the result? Unemploymcmt.  We are right back where
we started. So much for the Keynesian miracles.

Cause and EJect  (Again)

Perhaps now we are in a position to inquire what causes un-
employment. Is it wage reductions? Yes, it could well be, if pro-
ducers do not lower prices to induce sales. But to get sales, they
will lower prices. So unemployment goes away.

Is it wage increases? Again, it could be, if producers are not
able to increase their prices to recoup production costs. So they
fire workers, and unemployed workers drop their wage demands,
and they get hired again, and unemployment goes away.

In reality (though perhaps not in the academic departments of
tax-supported universities), wages are paid out of productiuip.  When
wages levels are greater than the value of labor’s output, labor is
overpriced and will not be purchased.

Today’s Unemployment: Compliments of Keynes

Then what is the cause of the persistently high unemployment
which is afflicting the U. S., Great Britain, Western Europe, and
Australia? It is not just limited to these countries, but these exam-
ples will serve our purpose here. Very simply, the cause of unemploy-
ment is the politicians’ re@al to consider the efects wage rates have within
the overall context of the price mechanism. They legislate minimum
wage laws, thereby denying the employer the prerogative of deter-
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mining whether labor is worth that particular price. Furthermore,
trade unions are allowed to impose their demands upon employ-
ers, in order for union members to extract above-market wages
from employers. These above-market wages are possible only
because of State-permitted exclusion of non-union potential employ-
ees. If he hires some of these State-excluded workers, the employer
might well have to face a government tribunal. The employer is
told to deal with union members; he cannot legally replace them
with non-union members. This penalizes non-union workers, and
it forces them into lower-paying jobs that are made available by
non-union employers. Pro-union legislation is therefore an indirect eco-
nomic subsidy to non-unionized business owners. The new wage rates
means a loss in profits for union-dominated employers. It might
well force some out of business altogether. But it all adds up to one
thing: less labor being employed than what an unhampered free
market would support.

Keynesian economists tell us they are for the working man.
They may be for him, but their recommended policies are reduc-
ing the legal employment opportunities of most of them. Most
people (about 7570 of them) are not employed by unionized busi-
nesses in the U.S. But they are not allowed to bid against union
members in major industries. So they are forced to seek employ-
ment in non-union sectors of the economy. Non-union employers
can then offer lower wages than they could otherwise have
offered, had there been no compulsory unionization of their com-
petitors’ businesses. Here is a classic example of what Bastiat
called the fallacy of the thing unseen. We can see the above-market
wages of union members — at least of those whose companies have
not yet been bankrupted. But we cannot see that these above-
market wages are being paid for by the loss of freedom to bid for
these high-paying jobs on the part of the average working man.

Market-Created Unemployment

We do not live in a perfect world. Unemployment can never
be eliminated. There are those who would rather be unemployed
and collect social welfare benefits than take on the responsibility
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of a job. Perhaps the preference some people have for some eco-
nomic goods disappears, causing certain industries to close, there-
by creating unemployment. But if people are now purchasing
other goods, demanding production in other areas, this has the
potential of absorbing some of that unemployment. A prime ex-
ample of this is that those unemployed who were making horse-
drawn vehicles at the turn of the century had the opportunity to
be employed in the newly emerging horseless carriage industry as
the horse carriage went out of demand. But this requires time.
There would be a period of ac$ustment,  meaning a period of unemploy-
ment. A more recent example of this aspect of economic life is the
disappearance of the mechanical typewriter as electronic word
processors take their place. Modern businessmen have learned a
hard lesson, though. Many are no longer so slow in adapting to
innovative changes and losing business to smarter competitors.
Consequently, some typewriter manufacturers have become man-
ufacturers of computers and retained their staff.

Unemployment – short-term unemployment, at least, for
those willing to work — can be a sign of a healthy economy, one
which is growing and prospering as new industries come into ex-
istence and old ones die away. People are quitting, searching for
new opportunities, trying to make a better life for themselves.
There is low unemployment in jails.  There is low unemployment in Com-
munist concentration camps. This is not to say that every form of un-
employment is a delight, for it produces obvious difficulties for
those who have been put out of work. Provided there are the
growth industries to absorb the unemployed, in the long run we
are all a little better off, even the unemployed who may now have
the choice of new goods and services. Builders of horse coaches
can now go places in automobiles that time and distance may
have prevented prior to the advent of the car.

But what we are describing here is not the kind of unemploy-
ment we see today. Our description is of temporary unemployment
during that period of adjustment. (Excluded from this are those
who prefer to remain unemployed by choice. ) What we see today is
longer term unemployment of those who want to work. And there
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can only be two circumstances which produce this. Either produc-
ers cannot lower their prices to meet lower wage rates (demand)
or else they cannot raise their prices to cover the labor factor in
production costs to maintain production (supply). What would
prevent them from doing either of these? Legislation introduced by
politicians influenced by the Keynesian economists in their em-
ploy, whose shallow reasoning demands that wages be raised
while prices are kept low, in order to “stimulate ag~egate  de-
mand.” This is the stupidity of Keynesianism which apparently
escapes Dr. Vickers. But Dr. Vickers has not escaped this stupid-
ity. As Van Til would say, it is not a question of intelligence; it is a
question ofprewppositions.  It is more a moral flaw than an intellec-
tual flaw. He who despises the law of God will soon find himself
doing stupid things and saying stupid things.

Conclusion

Dr. Vickers, following Keynes, does not tell us what we need
to know about the price system. He therefore does not tell us what
we need to know about the problem of unemployed resources,
especially unemployed people. He does not recognize how compe-
tition among all those “greedy” businessmen leads to wage rates
for laborers that tend toward equality with the value of labor’s
output. Employers do not want to pay high wages, but they want
even less to lose the services of laborers who make the employers’
business profitable. This is why high wages, high profits, and low
prices go together in a free market economy. This is why Keynes
never understood either economic reasoning or the free market
economy. This is why young, highly skilled, mathematically
adept “rational expectations” economists can barely disguise their
contempt for the gray-haired “revolutionaries” of the 1930’s and
1940’s as they dodder toward retirement and the grave.9 The gray
heads are now reaping what they sowed: a revolution by the peo-
ple they once taught.

We have seen that Henry Hazlitt’s  accusation is correct: ‘In

9. Susan Lee, “The un-managed  economy; Forbes (Dec. 17, 1984).
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the Keynesian system, the level of wage-rates and their effect on
employment, is The Great Unmentionable.“10 Regarding Dr.
Vickers’ contribution to Keynesian thought, the price mechanism
in general, of which wage rates and their effect form a part, is the
Great Unmentionable. Such scholarship, rather than enlighten-
ing the reader, has instead a propensity to confuse. And that in it-
self requires another chapter.

10. Hazlitt, The Failure of the “New Economics, ” p. 331.
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THE MARGINAL PROPENSITY TO CONFUSE

,.. it is the economist’s task so to understand the deeper deter-
minants of economic conjunctures and afairs  that his policy prescrip-
tions can be intelligent~  and proper~  shaped toward their proper
ordering, oq where it is considered necessary, their correction and reso-
lution. This should be done in such a way as to accord with the
demands of both those deeper causal complexes now perceived in the
light of Go#s Word and purpose, and the requirements and basic
desiderata of economic thought and administration. I

You will not be able to understand the economics of Keynes. I
know: you are waiting for me to add: “unless you first recognize
that. . . .“ But I add nothing of the sort. I am saying simply that
you will not be able to understand the economics of Keynes. The
reason for this is that it is unintelligible. It has the world back-
ward. His view of economic cause and effect was as twisted as his
view of sexual morality. The economics of Keynes is hokum, pure
but not very simple. It is, quite frankly, perverse.

If you have not recognized this yet, then this is why you have
had so much trouble in reading this book. You have assumed, in-
correctly, that Keynesian economics was never meant to be under-
stood. On the contrary, it was meant to confuse. This was basic to
Keynes’ strategy. His ardent admirers admit that The General
Theoy is exasperatingly confusing. We should not be surprised,
then, to discover doctrine after doctrine which seems to make no

1. Vickers, Economics and Man, p. 90.
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sense. He bombards us with such senseless doctrines. So does his
disciple, Dr. Vickers. Sadly, we have to consider several of them,
just to prove to ourselves that they are nonsensical.

This is one reason why Douglas Vickers has failed to convince
Christians of the essential correctness of Keynes’ economic theor-
ies. Christians expect things to be clear. They would agree with
Eva Etzioni-Halevy’s observation that “ideas that cannot be ex-
pressed clearly are themselves muddled and therefore not worth
expressing at all.”z If we are responsible before God and men to
promote a particular policy recommendation, we expect to be
able to understand it before we impose it. Christians recognize
this, so they have paid zero attention to Dr. Vickers (except for a
handful of scholars who teach courses other than economics in
seminaries or Christian colleges). We do not find Dr. Vickers cited
by Christian authors. (We also do not find him cited by secular
authors. ) We do not find anyone arguing along the lines Dr. Vick-
ers laid down in Economics and Man. The main reason for this is
that Economics and Man is even more unintelligible than Keynes’
General TheoV.

Keynes was attempting only to refute the classical economists.
Dr. Vickers is attempting to refute classical economics, plus con-
vince his readers that Keynes’ position is in essential agreement
with Biblical morality. In short, he has assigned himself the unen-
viable task of promoting as essentially Christian the incoherent
economic theories of a homosexual pervert. You may sympathize
with Dr. Vickers. I don’t, since I recognize the perversity of his
self-appointed task, but at least I understand his problem.

So dedicated is Dr. Vickers to the incoherence of The General
Theoy  that he has lost the ability to communicate. His style is
stodgy at best. Usually, however, his language is so convoluted
that the reader is left in the dark. This is where he is supposed to be
le~.  He is supposed to read all this gobbledygook, and then think
to himself, “My, this is all very complex, all very scientific, and all

2. Eva Etzioni-Halevy,  Bureama~  and Demooaqy: A Political Dilemma (London:
Routledge & Kegan Paul, 1983), p. ix.
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beyond me. But a Ph.D. in economics has written it, so I guess it
must be true. I guess I will have to conclude that North and Rush-
doony have misunderstood everything, since I understand them,
and that means they must not be any more scientific than I am.
What do they know, compared with Dr. Vickers?”

John Kenneth Galbraith,  whose liberal credentials are flaw-
less, writes clearly. His peers sometimes resent him for it, and
especially for becoming a best-selling author. Galbraith  under-
stands the way the professional academic economists play the
game. ‘Only someone who is decently confusing can be respectedT3
This is why we are supposed to respect Dr. Vickers.

The Evils of Thrift

Saving, under the Keynesian system, is a potential threat to
economic growth and progress. Not always — nothing is “always”
in Keynesianism — but often, especially during a depression. Dr.
Vickers writes: “Does this mean, then, that saving, notwithstand-
ing all that the Protestant ethic may have led us to believe about
it,-is not necessarily a good thing at all? The answer undoubtedly

is yes. That is precisely what our analysis means .“4

But how can this be? Why is the Protestant ethic so wrong,

and the Keynesian ethic so correct? Because, Keynesian theory
informs us, those future-oriented people who refuse to spend their
money incomes are depleting the income-generating flow of money.
Because one person’s expenditure is another’s income, according
to Dr. Vickers, any time one person withholds expenditure, he is
thereby denying someone else their income. Savers are therefore
the cause of the economic disharmonies in society, Saving is to be
despised for the hardship it creates others.

Keynesian economics teaches a peculiar (and utterly inaccur-
ate) view of what they call the “income stream.” They argue that
in a free market economy, when people stop spending money,
they “break” the stream of income. People’s incomes fall, so they

3. Cited by “Adam Smith” in The NeuJ York Times (Sept. 30, 1979).
4. Vickers, Ibid., p. 20.
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hoard additional cash, which breaks the income stream more,
which leads into a downward spiral of deflationary depression.

This is utter nonsense. In a capitalist economy, the stream of
income never stops flowing so long as people continue to make
offers of voluntary exchange that other people find beneficial. In
this sense, the ‘ktream” is simp~  a series of uolunta~  transactions. People
exchange goods and services because they expect to derive more
benefit from owning the other person’s good or service compared
to the good or service they now possess.

Why do the Keynesians ignore this? Because they do not
believe that ordinary people – you and I, to be blunt about it –
understand that by lowering the price of the good or service that
they are trying to sell, they will eventually be able to sell it. People
supposedly do not understand that “something” is better than
“nothing,” and therefore they stubbornly refuse to lower their
prices and “get the stream of income flowing again .“ Actually, the
Keynesians are even crazier than this. They actually refuse to
believe that lower prices will get people to buy a scarce resource.
In short, not until the good becomes free of charge – or maybe
until the seller pays the “buyer” to take it away — will the stream of
income start flowing again. Thus, the Keynesian says, the State
must tax away people’s money, or borrow it, or print it, in order to
spend money, thereby getting 01’ Man River moving again.

Momy  Seldom Disappears

It needs to be recognized early that this entire argument of the
Keynesians is preposterous. When someone saves money, he
transfers it to someone else — to a capitalist, or to a bank, or
whomever. Guess what this recipient does with the borrowed
money? He spends it. Incredible. Fantastic. Why didn’t Keynes
think of this?

Let us pursue the Keynesian critique of saving. We know that
hardly anybody has bought a copy of Economics and Man: about
200 copies a year since 1976. We can be fairly confident that the
very people who might have bought a copy all had savings ac-
counts at the bank. This has deprived Dr. Vickers of income. In
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fact, we might even argue that the recession of1980-82 might have
been avoided if two billion people had just bought a hundred
copies each of Economics and Man. Dr. Vickers would then have
spent this money — after all, he does not believe in saving during a
recession, although your average person does, since he might lose
his job, or suffer a loss in income, etc. – and the world economy
would have received his personal “shot in the arm.”

Or, even more true to Keynesian policy, the federal govern-
ment would have taxed half his income away, and then the bu-
reaucrats would have spent it on lots and lots of boondoggles.
This is the Christian approach to economics, according to Dr.
Vickers, so he would have been happy to see this money go to the
State. The State can be trusted. Without the State looking over
his shoulder, he, too, might have been tempted to “hoard” money
in a bank account, or even worse, in a money-market fund,
especially with the 1870 rates they were paying briefly back then.
“There bath no temptation taken a Christian Keynesian econo-
mist such as is common to man, but God is faithful and will not
suffer him to be tempted above what the economist is able, but
will, with the temptation, impose a progressive income tax, so
that he may be able to bear it.”

Thra~t and Future-Orientation

Why this Keynesian hostility to thrift? Why this hostility to
the formation of capital, without which there can be no long-term
economic growth? Most people in the West have long understood
that thrift is basic both to personal and cultural economic
advancement. The more future-oriented that people become,
especially under the influence of Christian preaching, the more
they are willing to save at any prevailing rate of interest. Classical
economic thought, having been heavily influenced by Christian
morality and traditions, was built around the idea that saving is
good, meaning that future-orientation is good. Why did Keynes think
it necessary to refute this “naive idea” with his new “vision” of see-
ing things.

One very good reason was offered by Lewis Lehrman, the
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American millionaire-scholar-politician and advocate of the gold
standard. “I have five children. I have a vision of the future.
Keynes had no children and no interest in getting involved in any
relationship which might make possible their procreation. He was
inherently short-run in his viewpoint.” Keynes was famous for his
dictum, used against anyone who argued in terms of economic
law, “In the long run, we are all dead.” Very clever. In short, there
is a reason why Keynes’ homosexuality is related to his economic
doctrines. There is a reason why his moral perversity produced
intellectual perversity. His view of time was affected.

Keynesian economists are sufficiently pragmatic to realize that
people cannot be changed totally, at least not overnight. There-
fore they have an answer to the problem of saving. Let there be
many injections into the economy’s income-generating stream of
State-confiscated, State-borrowed, or State-printed money, in
order to compensate for those misguided, profit-seeking private
savers whose funds were (somehow, we are never told how) taken
out of the stream of exchange. But let us explore a little further
how the Keynesian economist twists his false theory in order to
justify other proposals.

The Marginal Propensity to Consume

One of the more elaborate Keynesian theories is the Marginal
Propensity to Consume. Related to this is the “multiplier process.”
As usual, these concepts in turn rely on the Keynesian theory of
the circular flow of money. “Our earlier analysis of the circular
nature of the flow of income-generating expenditure streams in
the economy now enables us to make significant use of these rela-
tionships to exhibit one of the principle characteristics of multipli-
cative variations in income and employment levels in the econ-
omy.”s We have had cause already to question the soundness of
that particular concept. If the government spends a dollar (where
did the bureaucrats get it?), the results will be a four-fold or
five-fold increase in economic output. It should be of no surprise

5. Ibid., p. 201.
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by now to find there are insurmountable problems with Keynes’
theorizing at this point, too.

The marginal propensity to consume and the multiplier proc-
ess arguments are not so much economic theory as justification for
why there should be injections of new (or taxed, or borrowed)
money into the monetary stream. Keynesians, after all, do not
want to be too vague about their proposals, or else politicians
might not expand the power of the State with “scientific precision”;
therefore, they bring mathematical precision to bear in order to il-
lustrate the benefits of their ideas. We all know that mathematics
is a precise science, so if the Keynesian can use rigorous mathe-
matics to defend his policy prescriptions, he must be on the right
track. The public is impressed. This appears to be one rationale
behind their use of mathematical formulae. Certainly, their use of
mathematics loses most of their potential readers. (“But, Grand-
ma, you have such foreboding formulae !” “The better to create an
elite “priesthood of tenured ce-ntral planners, my dear.”)

It has been known to any observant person that as people’s in-
come rises, they have a tendency to save a higher percentage of
that income – other things (such as morality, religious presupposi-
tions, and lust for more toys) remaining equal. Another way of
putting the same thing is to say that as disposable income increases
— that is, income received after taxes — people are inclined to
spend a smaller percentage of it on consumption. (These are
merely two ways of saying the same thing, just as we may describe
a coin from either its obverse or reverse side. Although my
description appears different, in reality I am merely depicting  the
same process. ) This phenomenon is called by Dr. Vickers, follow-
ing Keynes, the marginal propensity to consume. Why it should
be given that particular title, when it could equally have been
called “the marginal propensity to save,” is a question Dr. Vickers
does not discuss, which is a real pity. He might otherwise have
shed some light on a rather obscure passage of Keynesian liter-
ature. Either title could be used to describe the same observation;
that people save and spend some of their income, and as incomes
rise, there is a tendency for people to save more and spend less.
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Dr. Vickers does not distinguish between savings invested and
savings hoarded, perhaps buried in the back yard for safe keep-
ing. Again, Dr. Vickers  refuses to make the distinction between
money which is taken out of the expenditure stream through hoard-
ing, and money which, although it is not spent on immediate con-
sumption goods, remains in the expenditure stream because it is
invested in capital projects. Such a major omission is of little in-
terest to Dr. Vickers. (It might expose the whole Keynesian sys-
tem as fraudulent, or worse, being only in partial equilibrium.
Dr. Vickers puts a minus on one side of the hypothetical “savings”
transaction, but no plus on the other.)

Were the Keynesians to stop at this point life would not be so
difficult for us. But they do not stop. Not only do they perceive that
there is some propensity to consume (as well as save), but they
also declare that this propensity can be measured with mathemat-
ical precision. Moreover, they are willing to accept the idea that
any increase in expenditure has a “multiplier” effect in the economy.

Multiplying the Confusion

What is the “multiplier effect”? Keynes described it in his

familiar style. You will need a translator. (So will Dr. Vickers.)

For in given circumstances a definite ratio, to be called the Multiplier,
can be established between income and investment and, subject to cer-
tain simplifications, between the total employment and the employment
directly employed on investment. . . . this further step is an integral
part of our theory of employment, since it establishes a precise relation-
ship, given the propensity to consume, between aggregate employment
and income and the rate of investment.”G

Please, don’t feel discouraged. It wasn’t meant to be under-
stood. It was meant to confuse.

What did he mean? He meant that as someone’s income goes
up, his marginal propensity to save (or consume) also goes up at a
mathematically fixed rate. Let’s see; if I don’t get more income, it

6. John Maynard Keynes, General Theog+ p. 113.



The Marginal  Propensi~ to Confuse 227

will be harder for me to save more. That seems correct. if I don’t
get more, I can’t consume more without reducing my savings. So
far, so good. Not too brilliant, but not crazy.

Then it gets crazy. The multiplier “tells us that, when there is
an increment of aggregate investment, income will increase by an
amount which is k times the increment of investment.’” What
does this prove? “It follows, therefore, that, if the consumption
psycholo~  of the community is such that they will choose to-con-
sume, e.g., nine-tenths of an increment of income, then the
multiplier k is 10; and the total employment caused by (e. g.) in-
creased public works will be ten times the primary employment
provided by the public works themselves. . . .”8 Do not be fooled:
nothing “follows therefore.” This is sheer nonsense.

Now we have found the secret. Hazlitt  (of whom Dr. Vickers
is contemptuous) summarizes: “What Keynes is saying, among
other things, is that the more a community spends  of its income,
and the less it saves, the faster will its real income grow!”g  Not only
are pyramids (public works) great things in the Keynesian sys-
tem, but the more people spend on pyramids rather than save, the
richer they become. Furthermore, thrifty societies will not benefit
from pyramids as much as spendth~ft  societies will. Waste
becomes productive; consumer spending becomes productive;
even earthquakes become productive, in the land of Keynes:
“Pyramid-building, earthquakes, even wars may serve to increase
wealth, if the education of our statesmen on the principles of the
classical economics stands in the way of anything better.”1°

If Keynes had majored in physics, he would have written a
book proving the possibility of” government-funded perpetual
motion.

This, you understand, is what Dr. Vickers thinks we should accept
in the name of Christian morality and sound economic reasoning.

7. Ibid., p. 115.
8. Ibid., pp. 116-17.
9. Henry Hazlitt, The Failure of the ‘New Economws”: An Ana@is of the Keynesian

Fallacies (Princeton, New Jersey: Van Nostrand, 1959), p. 137.
10. Keynes, General Theory, p. 129.
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I think Deacon is correct: “Keynes’s hatred of Puritanism is
important in the light of his economic theories. He was to become
the man who has gone down in history as the most outstanding
economist and architect of social progress of the past seventy
years, though some would dispute such an assessment. But it was
his hostility to the puritan ethic which stimulated and lay behind
his economic theories – spend to create work, spend one’s way out
of depression, stimulate growth. It was also his hatred of Puritan-
ism which caused him in early life to devote rather more time to
pursuing homosexual conquests than to economics.”11

The Vickers’ Version

Here is how the world works in the land of Keynes. Someone
gets some additional money, spends a portion of it, and the reci-
pient makes a similar decision to spend a portion, and so the proc-
ess continues, with the portion being spent being reduced each
time it goes through the circular flow. Fortunately for the sake of
our ability to spot his errors in logic, Dr. Vickers omits the
algebraic formula contained in Keynes’ General TheoT to describe
this phenomena, 12 but he is more than willing to agree with the
conclusions Keynes makes. Dr. Vickers describes this for us.

let us sts~pose  . . .. . . that disposable income increases . . . by
$100. Now this will generate an increase in consumption expenditures,
the magnitude of the induced effect depending on the size of what we
have just defined as the marginal propensity to consume. Suppose that
this marginal propensity is equal to, say, eighty percent, indicating that
the economy in general will spend on consumption goods eighty cents of
every dollar added to its disposable income, and will save twenty cents.
. . . As a result, the GNP, and therefore disposable income, rises by a
further $80. But again the circular process repeats itself, and with the
MPC at eighty percent the next induced increase in consumption expen-
diture will be eighty percent of $80, or $64. Similarly, at the next round

11. Richard Deacon, The Cambridge Apostles: A history of Cam bn”dge Universi~%
ilite intellectual secret socti~  (London: Robert Royce Ltd., 1985), p. 64.

12. Keynes, Gsneral  T/wory, p. 115.
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it will be eighty percent of $64, or $51.20. What is happening is that we
are witnessing here what has become known as a “multiplier process.”ls

Perhaps it should not be drawn to attention, but he has said %up-
pose.” So far, in other words, we have suppositions, not conclusions,
drawn from either inductive or deductive reasoning. (We might
even call Dr. Vickers’ line of reasoning “suppository.”) Dr. Vickers
is not deterred, however, for “the overall increase in income which
will result from the multiplier process can be simply calculated.”lA

The growth rate in our case was the MPC, assumed to be equal to
four-fifths. What we now have, therefore, is the conclusion that what we
shall define as the overall “national income multiplier” is five. Or to put it
in more technical terms which we can now use comfortably, the national
income multiplier is equal to the reciprocal of one minus the marginal
propensity to consume. In the present case this was equal to five. We can
say, therefore, that in this case the “multiplier” is equal to five, and the
final and overall increase in income that results from the decision to in-
crease the annual rate of investment expenditures by $100 will be five
times that amount, or $500. is

If you believe all this, then how can you argue with the cartoon?

THE WALL STREET JOURNAL

“Believe me, the whole economy profits, we
rob someone of five grand. Then we buy some
stuff from a fence. He gives his cut b the mob.

They P8Y Off the COPS. . . .“

13. Vickers, p. 202, emphasis added.
14. Ibid., p. 203,
15. Idem., emphasis added.
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The Biblical Response: Stewardsh@

Keynes argues that consumers only benefit others in the econ-
omy when they spend money, but saving isn’t spending, so it
doesn’t count as an income-multiplier. The obvious implication is
that the whole concept of the multiplier rests on the assumption
that people do not put to effective, society-improving, employment-
generating use 1007Io of their income. But they do. They must.
God owns all the world. People are His stewards. He holds them
accountable for everything they do with their lives and assets.
Thus, everything which comes to man is a gift of God, and each
man is responsible for the God-honoring management of every
asset he owns.

The Christian economist who begins with (and adheres to)
this fundamental presupposition could not possibly accept the
preposterous theory of the multiplier. The person receives money,
goods, and services. He then spends it, barters it, consumes it,
gives it away, rents it out, hoards it, or loses it. Only in the last
case has society’s wealth been reduced. But losing it is an error,
and these errors are not that common. With respect to conscious
planning, the individual must do something with his assets. He
cannot escape this responsibility before God. He must put it to use.
There is no escape. It is basic to all creation, to man’s dominion
covenant with God.

Any God-fearing Christian should immediately recognize the
perversity of Keynes’ economics. It does not take a Ph.D. in eco-
nomics to recognize such nonsense. In fact, it takes a Ph.D. in
economics not to recognize it. All the money spent on saving, tithing,
investing, or anything else re-enters  the income stream. There is no 80-20
multiplier, or a 90-10 multiplier, or any other sort of multiplier.
There is only the Keynesian multiplication of confusion.

Even hoarded money can be productive: the hoarder increases
his sense of security, while the money is taken out of circulation,
thereby reducing competition for other buyers or investors.
(When I go to an auction as a buyer, I prefer small crowds. But,
then again, I am not a Keynesian economist. )
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Now, for the sake of argument, let us not begin with the Bible’s
answer to Keynes, or even common sense’s answer to Keynes. Let
us just examine the logic of Keynes’ own arguments. What can we
say about his logic?

First, we must note carefully that this illustration rests on the
hypothetical assumption that people will spend eighty percent of
their increased income. No factual statistic is offered, perhaps for
the following reason. Let us accept the proposition at its face
value, that there is a multiplier which can be determined to have
an effect. Now let us ask: How is that multiplier determined? We
can agree that people will spend only a portion of any income in-
crease, but how do we determine with some degree of accuracy j“ust what
that propensi~ is? The only possible way is to get statistics from peo-
ple when they receive that income. We must follow them, moment
by moment, day by day, week by week, month by month, year by
year, to see how they might use it.

Oh, no, says the liberal-minded “I am not a socialist” Keynes-
ian, we would not want to do that. That would be like having Big
Brother continually peering over your shoulder. True, but how
else is this “magic” multiplier to be determined if we do not
attempt to obtain an accurate account of how people are spending
income? Probably the same way Dr. Vickers arrived at his sup-
position of eighty percent: @ll thejgure  out of thin air. Think of a
number; that will do just fine. If you prefer, ask the office secre-
tary for a number which will become the multiplier. And if this
slight parody of the Keynesian system offends, I would ask: In
what manner does a number arbitrarily arrived at by the office
secretary differ from that invented by the Keynesian economist?

The economist, you say, is a little more scientific. He assumes
that if he can take a few representative samples, this will be
enough to make judgments concerning the whole economy. How
does he know these few representative examples have any relation-
ship to what is happening in the economy as a whole? He does not
know, of course. He merely makes the assumption that it does.
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(Milton Friedman made his academic reputation by an empirical
study of the consumption function. Sadly for the Keynesians, the
evidence did not point to a stable consumption function in society.
There went the “scientific handle” that Keynesians need in order
to plan the economy.)

Second, what would happen to this multiplier effect if prices
were to increase while this new income is multiplying its way
through the economy? Several things might happen. People might
decide to save more of their income, thus altering the multiplier
effect. Today, the y may prefer to spend only seventy-five percent
of that income, and save twenty-five. Given the fact of the law of
supply and demand, which Dr. Vickers’ is not prepared to accept
as operational in all cases, any increase in the volume of money in
circulation (monetary inflation) has a tendency to increase prices,
other things remaining equal. We would now have the situation
where an increased monetary demand is being made on the same
quantity of goods, and this tends to bid up prices.

So what happens to our multiplier effect? It would not remain
constant. Therefore, if the economist wishes to see accurate~  how
increases in income will be used, he must maintain a constant
watch on the economy. Even if it were possible to obtain a com-
plete statistical analysis of every conceivable transaction at one
moment in time to ascertain what happens with any monetary in-
crease, to assume life will go on unchanged from that moment is
an assumption of the greatest magnitude, and flies in the face of
economic reality. People change, their valuations change, and
therefore statistics change.

Third,  we must again draw attention to the fact that Dr. Vick-
ers is unwilling to grant any distinction between savings invested
and savings which are merely hoarded. His simple illustration of
the marginal propensity to consume is not so simple after all.
Why investment savings is not considered a valid “consumption”
expenditure is not stated. The money has not left the income-
generating stream. It is still circulating, but rather than being
spent immediately on present consumption it has gone into in-
vestment for future consumption. It is then used to hire workers,
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buy equipment, rent space, etc. This is what saving is all about:
foregoing my own present consumption so that greater future
consumption may be possible. It creates jobs. But such a minor
detail is- not pafi”  of the Keynesian system.

Fourth, what if all savings were hoarded? What effects would
this have on the economy? If people store cash in a mattress, we
assume that they have their reasons. The obvious one is that they
expect falling prices in the future, and they don’t trust the banks.
(This really doesn’t sound all that stupid these days. Let us hope,
however, that the mattress owners don’t read Economics and Man
while smoking in bed. )

If lots of people start hoarding cash, sellers of goods and ser-
vices will have to drop their prices in order to get enough sales to
reduce inventories. This is exactly what the hoarders expected, so
one by one, they start spending their money again, their expectations
having been achieved. Nobody except a utopian socialist really
believes that all prices can fall to zero. At some point, people will
start spending money again. In other words, hoarded money has a
legitimate economic fimction  under certain economic conditions – precisely
those conditions (depression) that Keynesians are always wring-
ing their hands over. Hoarded money provides fearful people with
economic reserves. It is not “idle” money; it is rationally allocated
money, given the existence of people’s fears of economic uncertainty, or thez”r
expectation of lower pn”ces  z% the future. 16

F~th, the great fallacy in this theory resides in the idea that it is
by spending that national income is increased (and national income
is, to the Keynesian, the measure of wealth). A proper under-
standing of Say’s Law informs us that supply (if it is the product of
accurate entrepreneurial forecasts and planning) creates demand,
for the simple reason that it is only the fruits of one’s production
that enable a person to make demands in the market place. As a
person’s productivity increases, so too does his ability to increase
his demand. Therefore, it is through prodution  that national income is

16. W. H. Hutt, The TheoV of Idle Resourca  (2nd ed.; Indianapolis, Indiana:
Liberty Press, 1977).
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generated and increased. In short, “If it ain’t produced, you can’t con-
sume it .“

The mistake Keynesians make here is to confuse what wealth
really is. A society is not rich because it has more money than it
did earlier. Adding money to the income stream redistributes
wealth, but it cannot be said (“scientifically y,” anyway) that an in-
crease of money increases social wealth. (Dr. North argued this in
his book, 17 and Dr. Vickers fails to respond.) Money is, in the
final analysis, just another commodity which serves a particular
purpose in society, namely, to facilitate the division of labor.

Wealth should be defined as all morally legitimate goods and
services (especially including knowledge) that members of a society
can put to use to achieve their ends. As these assets are increased,
so the nation may say that its real wealth is increasing. But pro-
duction requires capital, and capital is made available only when
people forgo present consumption in order to make investment possi-
ble. Long-term projects, such as building of railways, and re-
source exploration and discovery, are possible because people will
put aside some of their present production in the form of invest-
ment to make such projects a reality. When they reach fruition,
then people may or may not decide to consume their capital. But
one thing is certain: without sauing,  capital growth is not possible. As
Rothbard has long maintained, the great ideas that exist in any
society at any point in time cannot be implemented except by
means of capital. “Technology does, of course, set a limit on pro-
duction; no production process could be used at all without techno-
logical knowledge of how to put it into operation. But while knowl-
edge is a limit, capital is a narrower limit. . . . [Technology, while
important, must always work through an investment of capital.” la

Sixth, there is no reason given to substantiate that the reciprocal
is the actual multiplier. Look again at Dr. Vickers’ words. After
stating the reciprocal is five he concludes: “We can say, therefore,
that in this case the ‘multiplier’ is equal to five” (emphasis added).

17. An Introduction to Christian Economics, p. 45.
18. Murray  N. Rothbard, Man, Econom~ and State (New York: New York Uni-

versity Press, [1962] 1975), p. 490.
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Why can we “therefod’  say the multiplier is five? Dr. Vickers gives
no reason. There is no process of reasoning from the fact given
(the reciprocal is five) to the conclusion (the multiplier is the recip-
rocal). We will simply have to take Dr. Vickers’ word that it is so.

“Spend your way to wealth!”  This is the Keynesian message;
the only thing hindering our economic welfare is insufficient
spending power. If spending power could simply be created eco-
nomic utopia would be on its way. The Keynesian system is noth-
ing more than intellectual baggage to defend such a simple and
futile idea.

Conclusion

Keynesian economics is simply one long attempt to confuse
people. It is an attempt to make people believe that thrift is a lia-
bility, that spending on consumer goods is more productive than
saving, and that the future-orientation of the Protestant ethic is
misguided.

The theory rests on the preposterous assumption that for no
reason in particular, people stop spending money. Not that they
stop spending on consumer goods, but that they simply stop
spending money at all. They “break” the stream of income. People
hardly ever do this, and even if they did, sellers would respond by
lowering their prices. Even money in hoards tends to reduce
prices for other consumers. The economy can readjust to the new
conditions and recover.

Keynes invented the multiplier as a means of defending his at-
tack on thrift. It is nothing but a sham, yet the entire Keynesian
system of “spend ourselves rich” rests on this foundation of sand.
Dr. Vickers accepts the notion, even though he is unable to ex-
plain it.

The Biblical answer is stewardship. We are to put all our
assets to work for the glory of God. God has created a world in
which there can be no ownership without responsibility. Every-
thing we own is put to some use, unless we have lost it or forgotten
about it. We put our assets to the best use we can think of. The
search for a “multiplier” between consumption, saving, and eco-



236 Baptized hy?ation

nomic growth — a multiplier which multiplies wealth faster as the
rate of saving drops — is about as sensible as a search for perpetual
motion.

The astounding thing is that Dr. Vickers  expects Christians to
take his arguments, and therefore Keynes’ arguments, quite seri-
ously. He expects us to follow his logic, ignore the obvious, and
jump on board the bandwagon and follow the yellow brick road to
the land of Keynes. He ridicules Henry Hazlitt, ridicules the clas-
sical economists, and ridicules the “reactionary economic conser-
vatism” 19 of his intellectual opponents. The reader should ask
himself “But what has Dr. Vickers offered as an alternative?”
Confusion.

19. Vickers, Economics and Man, p. 180.
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THE KEYNESIAN DISASTER

O what a tangled web we weave,
When @t we practise to deceive.
But when we’ve practised  quite a while,
How vast~ we improve our s~le.

J. R. Pope

The one thing about Dr. Vickers which is not hidden from
anyone is his incomparably abominable style — not his style of
deception (Pope-like), but of communication. His abysmal writ-
ing style is nevertheless basic to his program of deception, just as
Keynes’ style in the General TheoV  was basic to his deception, as
we have already seen.

We have seen enough of the Keynesian system to know that it
contains inherent contradictions and difficulties. These are not
mere minor faults in the thinking of Keynes, but are major flaws
in economic rationality. It is somewhat surprising to find Dr.
Vickers repeating most of these fallacious propositions without
adding any significant thought to them. There appears to be some
truth in Galbraith’s observation that “economists are economical,
among other things, of ideas. They make those they acquire as
graduate students do for a lifetime.”

Had Dr. Vickers taken the time to analyze more carefully the
Keynesian system he might have been able to contribute some-
thing of value towards solving the current world’s Keynesian-
designed and Keynesian-administered financial fiasco – over a
trillion dollars in world debt, a large proportion of which is owed

237
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to American banks by countries unable and unwilling to under-
take the necessary cut in life style required to pay off those debts.

The Keynesian system, as we have seen, is built on the fallacy
that “demand creates supply,” i.e., that monetay  demand creates
economic supplies. If only there could be more monetary demand
in the world, then all our employment problems would be solved.
More goods would be purchased, industries would grow, more
people would be employed – utopia restored.

The error here is the failure of Keynesians to distinguish be-
t ween the desire which people have for goods and services, and
their abilip to pay for such items with productive assets. In addition,
Keynesian monetary theory is deficient at this point. It fails to
understand the economic significance of money as a medium of
exchange and as an economic good. Consequently we are led to
believe we can spend our way to prosperity.

If we define “demand” as the present existence of market-
desired wealth at market-clearing prices, as J. B. Say and the
classical economists did, then of course this Keynesian truism is,
well, true enough. Demand indeed “creates” supply, just as supply
“creates” demand. Supply and demand are reciprocals. For every
buyer there is a seller; in fact, they are both buyers and sellers
simultaneously. They are exchangers.

What the Christian economist ought to say, however, is that
only once in history did pure, unadulterated, jiat demand create
supply: when God spoke His world into existence by fiat com-
mand during the first five days. He spoke, “Let there be,” and
there was.

Humans must act re-creatively;  only God is originally crea-
tive. We do not speak things into existence. We do not “demand”
things into existence. We restructure the world,  just as Adam was to
care for the garden, by means of our minds, our bodies, and our
earthly possessions. We recreate. We think God’s thoughts after
him. We do not create demand by supply, or create supply by
demand. We recreate as best we can on the assumption that other
people are doing the same. We plan our production for a jlture
market. We aim production at that expected future market. So do
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other producers. We forecast the economic future as best we can.
We deal with inescapable uncertain~.

In this sense, and in this sense only, does supply constitute de-
mand, or vice versa. It is not that all things produced are desired
by others. The ten-year flop of Economics and-Man is proof enough
of that reality. It could easily be described as a Keynesian
pyramid. It did not create its own demand (contrary to Say), nor
did anyone’s demand for it create its production. It “was an- entre-
preneurial venture which cost both author and publisher more
than they bargained for. The publisher sat on a pile of unsalable
books (at the low, low price of $6.95) for a decade, and the author
attracted few or no disciples. The only beneficiary was Exposition
Press, the “vanity” publisher that got Dr. Vickers to fork over
thousands of dollars to print his subsequent unsalable book. I
would estimate that even at zero price, for A Christian Approach to
Economics and the Cultural Condition, there would be greater supply
than demand. Dr. Vickers created a non-economic good.

The Debt Bomb

Couple this idea– that if only we had more money we could
become wealthy – with the willingness of people to borrow against
the future in order to obtain present temporary consumer satisfac-
tions, and you have produced a recipe for an impending disaster.
On the one hand, there is one group of people, the “haves,” who
are looking for opportunities to lend out their wealth in order to
make more profits, while on the other there is another group, the
“have-nots~  whose desire is just as strong to get that money. Once
this is combined with the Keynesian fallacy of spending to create
wealth, both groups are willing to ignore common sense and
undertake projects which, by any stretch of the imagination, have
little chance of success. For example, to lend money on govern-
ment projects that have no basis for generating the ability to make
the repayments, is an exercise in futility. It is the construction of
pyramids. To lend money to bankrupt nations in order for them
to pay interest charges to New York banks, rather than finance the
development of a viable economic project, produces a result similar
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to a store-owner (taxpayers) giving his customers money to spend
in his store, but which they go and spend somewhere else instead
(New York banks). It makes economic sense only for the multina-
tional bankers and their hired lackeys: economists, politicians,
and media spokesmen.

Dr. Vickers’ failure to understand both monetary theory and
Biblical teaching concerning debt causes him to assert that debt is
not such a bad idea, and that national budget deficits are accept-
able when related to the nation’s productivity and ability to pay.
He cites comparative statistics to defend this view. 1

Howard Ruff pointed in 1979 to the manner in which national
figures are manipulated to produce a result which is not, in fact,
anywhere near the truth of the situation. Quoting from the Sep-
tember 30, 1976 Treasury Department hi-annual report “State-
ment of Liabilities and Other Financial Commitments of the
United States Government: which tables the liabilities of the
U.S. Government (which should more accurately be called a lia-
bility of the U.S. people, for they must eventually pay the bill),
Ruff observes that the total debt for that year was closer to $6 tril-
lion than the more commonly referred to figure of $650 billion. In
addition, “Arthur Anderson, the largest accounting firm in the
world, recently completed a study of the U.S. Government’s
accounting methods. They urged the government to do just like
corporations do — use an accrual system that matches assets with
liabilities. According to Anderson, if they used standard corporate
accounting figures for fiscal 1974, it would show that the U.S.
Government really ran a budget deficit of $95 billion, not the $3.5
billion they reported. This kind of accounting would highlight for
the public and our legislatures, particularly the free-spenders, just
how horrible the situation really is. . . . By no stretch of the
imagination can the United States government be called solvent.
The big question is: How long can it continue to get away with it?
Only until such time as the public refuses to give them any more
money, having discovered Uncle Sam is a dead-beat who has

1, Vickers, Economics and Man, p. 329-30.
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already borrowed several times more than he can ever repay.”z
Dr. Vickers’  defence of the nation’s ability to pay the national debt
rests on sleight-of-hand accounting procedures. That is the
essence of the Keynesian system.

There has been a tremendous acceptance of debt as a way of
life, not only on a personal level, with an average home mortgage
now extending to 25 or 30 years, but also on a national and inter-
national level. In the light of this, investors are heard to demand
security for their investments, and to obtain this they often pur-
chase government bonds. But would the average person give his
money so willingly to an individual if that debtor owed as much as
the U.S. government? Would an investor voluntarily invest in
General Motors if that company had equally little prospect of pay-
ing off any outstanding liabilities? Not likely, but that is precisely
what people are prepared to do when it comes to buying govern-
ment bonds. They are ready to give their finances to a government
which has proved itself incapable of money management, and ex-
pect some kind of miracle that because it is their  money which the
politicians now have, they will somehow manage to hang onto it.

One can perhaps understand that most people are not profes-
sional lenders and therefore have some inexperience in determin-
ing who is a worthwhile debtor. But what about the professional
money-lenders, those in the banks who have given the savings of
millions of small investors to foreign countries that have no appar-
ent ability to repay? It is one thing to loan to someone within one’s
own nation, where collateral of some kind may be secured. But
when international boundaries are concerned, where no legal jur-
isdiction is enjoyed, it would appear to be a rather naive view of
human nature to expect foreign debtors to be willing to honor
debts to “Yankee imperialists” when money gets tight. Given the
history of foreign financial dealings and the propensity for foreign
nations to repudiate their obligations, there seems no great reason
to expect the huge loans of the 1970’s that were granted to Third

2. Howard J. Ruff,  How To Prospw During The Coming Bad Years (New York:
Times Books, 1979), pp. 100-1.
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World countries will be treated any differently by those nations.
What foolishness, for example, prompted Citibank to lend up to
100 percent of its net assets to Brazil alone?s  In addition,

The $37 billion that the six largest U.S. banks had lent to five volatile
Latin American states represented an average of 190 percent of their net
assets. A bank that loses 100 percent of its net assets is bankrupt, or “in-
solvent ,“ to use the more sterile and less descriptive term preferred by
financial specialists. These numbers mean that if 52 percent of the loans
to these five countries [Mexico, Brazil, Venezuela, Argentina, and Chile
– I. H.] were to go bad, the six largest banks in the United States would
be bankrupt and, barring some major rescue effort, would cease to
exist.4

How are the largest multinational U.S. banks doing as a
group? Veribanc, an organization which monitors Federal
Reserve data on U. S. banks, has compiled the following statistics,
as of mid-1985. Seven of the ten largest multinational banks were
in worse shape in 1985 than in 1984.

Problem Loans at the Nation’s 10 Largest Banks
June ’85 June ’84

Citibank 2.61b 2.65b
Bank of America 3.61b 3.55b
Chase Manhattan 2.48b 2.30b
Morgan Guaranty 1.05b 998m
Manufacturers Hanover 1.88b 1.80b
Chemical Bank 1.42b 1.09b
Bankers Ti-ust 709m 598m
Security Pacific 1.34b l.10b
First Nat. City (Chicago) 644m 862m
Continental Illinois 936m 2.98b

The total on these “problem loans” is an unhealthy $16.7 billion.5

3. John H. Makin, The Global Debt Crisis (New York: Basic Books, 1984), p.
134.

4. Ibid., p. 136.
5. Cited by Dan Dorfman in New lbrk (Nov. 4, 1985).
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These are the banks, you understand, that are taking advantage
of the deregulation of U.S. interstate banking and the regional
bank crisis to rush in and gobble up local “problem” banks. These
are the banks that the U.S. government regards as the system’s
long-term hope, the lenders of next-to-last resort. After that lies
only the Federal Reserve System’s money creation machine.

These debts amount to more than just economic theory. It is
not simply that the economics profession teaches that debt is the
road to prosperity, the manner in which stones will be turned into
bread, to use Mises’ apt description. There were other contribut-
ing factors. Debt became a way of life in the West, especially in
the United States.

First, there was the incredible post-war boom in productivity.
The pent-up demand after five years of monetary inflation, coupled
with the lifting of price controls (repressed inflation, Ropke called
it), exploded in a wave of consumer buying. Now that manufac-
turing was for consumption rather than war purposes, the quan-
tity and variety of goods increased significantly. The optimism of
the post-War period made Americans future-oriented in a new
way: they planned to become more productive in the future, so
they borrowed to buy that dream house, hoping to pay off the
loan. It worked, too. As a result, the wealth of American citizens,
in comparison to other nationalities, increased quite dramatically.
United States citizens had more spendable income, more ability
to save, more reasons to look for opportunities to turn those sav-
ings into profits. So they taught their children the same lesson.
And so long as productivity increases per capita can continue to
grow faster than the debt burden, the program can continue. But
productivity takes capital and entrepreneurship, and debt-based
consumer buying as a way of life has begun to erode the thrift
impulse. So did the loss of Christian faith. So did Keynesian eco-
nomics.

The result can be seen in the following chart. The ratio be-
tween after-tax income (dropping because taxes are rising) and
total debt payments has more than doubled, 1950-1985. This chart
graphs a revolution in Americans’ thinking about debt.
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Second, the dramatic effects of the 1970’s oil price increases, and
the growing belief that natural resources were about to run out,
caused people to look in areas where new resources might be
found. What better source to invest in, and make loans to, than
formerly backward nations that had known oil reserves, which
would serve as a base for servicing the borrowed money? Then in
early 1986, the “spot” (cash) price of oil fell to under $12 per barrel.
The loans had been made on the assumption that $20 was the
rock-bottom, and that $30 was likely. There is not a multinational
bank in the United States that isn’t in deep trouble because of it.

Third, the complete break from the defacto gold standard which
Nixon achieved in 1971 allowed the free production of fiat money
to finance deficit spending. The euphoria of the early part of the
1970’s is hard to recall a decade later, but it had a dramatic impact
on world trade.
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The world was in for a shock. Productivity levels declined. Oil
prices, contrary to the desires of OPEC, began to drop. Those
who borrowed on the basis of being able to sell their oil at $30 a
barrel or more, and who were dependent on that price range to ser-
vice financial borrowings, now find they can get significantly less
than that amount. In addition, the general productivity decline
has meant that anticipated markets no longer exist, or at least ex-
ist on a reduced scale. Expected sales are simply not there. The
result? The global debt crisis.

A deflation caused by a run on the banks today would bring to
Dr. Vickers’ attention what really “sticky” prices are all about. If
he thinks that prices were inflexible on the down side in 1933, wait
until he sees what happens in today’s world of massive debt ser-
vice requirements, labor union monopolies, price floors, and the
predictable tariffs that would be passed in a recession.

The Greatest Disaster of All

But the greatest disaster of all in the Keynesian system is the
loss of moral  values that it causes. (What would you expect from an
economic system designed by a homosexual?) Not only is there a
casual attitude towards the use of debt, but more importantly, it
leads politicians to be deceitful about the true state of affairs. As
Hutt observed, Keynesians “commit themselves to the persistent
deception of the public regarding monetary intentions or to dis-
guised totalitarianism; these are the inevitable alternatives under
continuous in flation.”c

Not by any stretch of the imagination can the Less-
Developed-Countries (LDC’S) repay their huge borrowings with-
out the people in those countries suffering a dramatic decrease in
living standards. When an individual or a nation has to borrow in
order to meet interest payments without any return of capital, a
crisis of the first magnitude exists. What is it that allows lenders,
with government acquiescence, to continue lending to those who
have no hope of repaying? Why not face the reality of the matter

6. Hutt, The Kqynesian Episode, p. 164.
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and admit a crisis exists? Why not tell the investing public that
their hard-earned funds are gone —forever! (The funds can be
printed, of course, but the asse~s  represented by those funds – the
valuable resources that the LDC debtors have long-since consumed
— will not return. )

Why don’t we face the music, call dead loans dead loans, and
start over? There is an answer, of course: multinational banks.
They desperately need the legal fiction of book-value loans. They
need to keep those loans listed as assets in their portfolios — assets
valued at what they paid (loaned) for them, not what they are
worth in the free market. Deprive them of this legal fiction by ad-
mitting that the loans are dead, and their loan portfolios will fall
close to zero – perhaps even negative capital for the banks. A lot
of bankers will go bankrupt. So will millions of citizens who are in
hock up to their eyeballs. So the debt game goes on. For a while
longer.

Monetary inflation is itself an immoral act. It perverts the
financial stability of society. (And speaking of perverts. . . .) It
allows one group in the community to profit at the expense of
others. It is a deliberate act of taking the purchasing power out of
someone’s pocket, just as a common thief achieves a similar effect.

If Dr. Vickers, in the name of Christianity, is so sure that in-
flation and debt are moral attributes, then the onus of proof is on him
to demonstrate that Keynesianism  has not led straight into this
looming catastrophe. If he cannot, then he ought to provide a
solution to the current international monetary fiasco. Possibly the
rest of the world has misunderstood Keynes. Perhaps the present
crisis is only the result of not spending enough, of not putting
Keynes’ theories into practice to the degree that is necessary. If
this is the case, will Dr. Vickers have the courage to call for more
inflation, and more foreign and domestic loans? The answer to that
question is somewhat obvious, at least to those who have never
had the pleasure of having their economic reasoning destroyed by
graduate courses in Keynesian stupidity. Unfortunately, we have
modern public education to thank for the fact that although peo-
ple may have been taught to read (and there is some dispute even
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on that fact) it has definitely not taught them to think. And if you
can’t think, you’re not educated! (Then again, once you get a grad-
uate education in Keynesian economics, you can’t think either. )

More Lies, Higher Tues

What other reason is there for the willingness of a naive public
to believe the lies they are told about monetary and fiscal policy?
At the time of writing this manuscript, the governments in both
the United States and Australia are undertaking a major “sales”
program to convince the voters of the need for tax reform. The
reasons they put forward include the need for a more “equitable”
system, a more even spreading of the tax burden across the strata
of society.

How do they plan to do this? What the politicians in Australia
are suggesting is the greatest selling campaign of all: a Tax Sum-
mit. What voters are not told is the fact that the government has
only one interest in tax reform, getting more money. Australia’s
accumulated foreign debt has grown from around $7 billion in
1980 to the vicinity of $107 billion in 1985. (Anyone want to guess
why the Australian dollar took such a downturn in early 1985?)
The expected national deficit for 1985-86 fiscal year has grown
from a projected $9 billion to an anticipated $13-14 billion. With
such a large accumulation of debt, do people real@ believe the tax
reform program is designed to lower their tax burden? Kangaroos
might develop wings and fly, too. The reform is more likely to
increase taxes as well as close current legal loopholes in the legis-
lation which deny the government untold millions in taxpayers’
earnings.

The Keynesian Legacy

If a religious revival does not occur in the immediate future,
there are two possible alternatives for the future course of events.
First, there could be a return to sound economic theory and be-
havior. Of all possibilities, this seems the most unlikely. Politi-
cians are not about to give up those powers that would be neces-
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sary to re-establish  the free market. Pride, human ambition,
power, greed — the evils that Dr. Vickers says precludes free
market economics — are all factors that must be overcome by pol-
iticians and Keynesian economists who have the arrogance, like
Dr. Vickers, to believe they are capable of getting us out of this
mess. The truth is that they got us into this mess by trying to get
us out of one which did not have the magnitude of the present
crisis. So there seems no real reason to believe this alternative — a
return to Biblical economics, or even the classical economists’
imitation — is about to happen. In addition, to return to sound
monetary policies, to stop monetary inflation, would produce an
immediate depression while the economy readjusts itself to the
reality of the zero-inflation situation. There is no country on earth
whose voters will accept such a scenario. They prefer to be fooled
for a while longer, until the inescapable monetary crisis overtakes
them.

Second, the remaining alternative is to continue the present
policies, albeit with some fear and trepidation. As this seems the
most likely course of action in the immediate future, it is worth
considering the likely effects of such a possibility. In passing it is
relevant that Federal Reserve chairman Paul Volcker has sur-
prised most people for the past seven years and has kept reins on
the money supply. He of all the Federal Reserve’s staff seems most
aware of the situation and the need for a check on the money sup-
ply growth. Consequently, 1980-85 produced a recessionary cycle
in the market, albeit with some tendency at times to show signs of
growth. With the 1980 election of Ronald Reagan, there was rhet-
oric to the effect that monetarism was the new policy, and that
there would be severe control over monetary growth. How much
longer that will last is anyone’s guess. But as it was more rhetoric
than substance, any financial responsibility practiced is bound to
be short lived.

A recent article in The Economtit by professor James Tobin of
Yale University, winner of the 1981 Nobel Prize for economics, has
announced the death of monetarism and the resurgence of Keynes-
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ian monetary and fiscal policies. T (Gray-headed tenured scientists
desperately want to believe that the next “scientific revolution” has
not already passed them by, and that they are not irrelevant after
all. The y always are — as irrelevant as those gray-heads they re-
placed so mercilessly in their youth.) Time will indicate the out-
come of this predictions If it is as accurate as other Keynesian
predictions, Dr. Tobin would be wise not to expect his heirs to
benefit from any book royalties that he may now be receiving.

Conclusion

Given the assumption that monetary inflation is going to con-
tinue, if not for the academic reasons of economists, then at least
for the pragmatic decisions of those after political votes, there are
two possible outcomes for the future. Either inflation will be
allowed to continue its course, which is eventually to reach the
hyperinflation stage where complete economic chaos occurs, or
there will be attempts to mitigate against this tendency by the im-
position of government regulations. Where monetary inflation
leads to price inflation, this will be held in check by price controls.
Since the former alternative, hyperinflation, is politically unac-
ceptable, we may safely predict that the controlled economy is the
future state of affairs.

This being the case you might well like to prepare yourself now

7. James Tobin, “Monetarism’s Costly Legacy,” The Weekend A u.rtralian  (May
4-5, 1985), p. 26, reprinted from The Economist. See especially Marc A. Miles,
BgondMonetarism:  Finding the Road to Stuble Mon~ (New York: Basic Books, 1984).

8. Interestingly, former head of the Australian Treasury John Stone, who
resigned late in 1984 over reported disagreements with the present Labor govern-
ment over monetary policy, is a monetarist. It is probably no coincidence that
during his period as head of this department money supply growth was held to
around 11-12 percent per annum. Again, it is no coincidence that since his depar-
ture from office late in 1984, M3 in Australia has suddenly risen to 19.6 percent
per annum (last quarter 1985). Interest rates have skyrocketed. Coupled with the
recent decline of the Australian dollar against the rapidly declining U.S. dollar,
from 90 cents to about 65 cents over a four-month period, we maybe certain that
prices will rise. Australians are taking a significant drop in their standard of
living.
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to survive in that kind of society.g How long it will last, and to
what degree it will occur, is a matter for conjecture. It depends
upon a number of variables. Perhaps there will be a religious
(i.e., Christian) revival and a return to the just and righteous eco-
nomic standards of Scripture, at least to some degree. Those with
an optimistic postmillennial eschatology will no doubt agree this is
more than “possibility thinking.”l”  What is not known is how long
it will take and what must be endured before it occurs. Meanwhile
we live under the threat of a humanistic, totalitarian government.
That is the legacy of Keynesianism which Dr. Vickers would like
us to embrace in the name of Christianity.

The willingness of the public to believe the lies is, of course, a
religious phenomena. “Because that, when they knew God, they
glorified him not as God, neither were thankful; but became vain
in their imaginations, and their foolish heart was darkened. Pro-
fessing themselves to be wise they became fools” (Rem. 1:21,22).
Then Paul tells us what happens next when people do this: @
become homosexuals (Rem. 1:24-2 7). What is required is a return to
faith and obedience to the God of Scripture because He alone is
the way, the truth, and the life (John 14:6).

It is unfortunate that fallen human nature, in its stubborn re-
bellion against God’s revealed truth, requires external circum-
stances to encourage it to listen to the Word of God. With all the
miracles performed in Egypt as they wandered the desert, still
most of the Israelites murmured against God and would not obey
His Word. The seventy years captivity is another example of the
necessity for external cursing before there is a willingness for peo-
ple to listen to and obey the Word of the Lord (cf. Neh. 8:1-9:38).

9. There is no better place to begin than by obtaining Gaty North’s The Last
Train Out and Government By Emergen~  (Fort Worth, Texas: American Bureau of
Economic Research, 1983).

10. See David Chilton,  Paradise Restored (Tyler, Texas: Reconstruction Press,
1985).
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BEHOLD, OUR SAVIOR!

At the present moment people are unusually expectant of a more
fundamental diagnosis; more particularly rea~ to receive it; eager to
t~ it out, tf it should be even plausible. But apart from this contem-
pora~  mood, the ideas of economists and political philosophers, both
when they are right and when they are wrong, are more powerful than
is common~ understood. Indeed the world is ruled by little else. Prac-
tical men, who believe themselves to be quite exempt from any intellec-
tual injuences, are usual~  the slaves of some defunct economist. Mad-
men in authori~,  who hear voices in the aiq are distilling their frenzy

from some academic scribbler of a few years back. . . . Not, indeed,
immediately, but after a certain interval; for in the field of economic
and political philosophy there are not many who are in.uenced  by new
theories after they are twenp-j$ve  or thir~years  of age, so that the ideas
which civil servants and politicians and even agitators apply to current
events are not like~ to be the newest. But, soon or late, it is ideas, not
vested interests, which are dangerous for good or evil.

John Maynard Keynes’

Keynesianism is a fact of life, if not by name, then at least in
practice. Governments everywhere are enamored with the idea
that they can spend our way to prosperity. This world is, in
Clarence Carson’s description, in “the grip of an idea.” “The idea
is this: 2% achieve human felicity on this earth by concerting all eforts to-

1. The General TheoV,  pp. 383-84.

251



252 Baptized In@ation

ward its realization .“2
This is to be achieved, according to Dr. Vickers, by the

“proper regulatory function of the government. . . . “s “New
guidelines” are to be laid down circumscribing the actions of indi-
viduals, those nasty villains who keep making life difficult for
everyone else.4 Failure to act would be ‘economically criminal,
and against the basic objectives of conservation, development,
and equity, as we have seen these adequately sustained and con-
firmed by scriptural data. . . . “s

What we have here is capitulation to the idea that man’s eco-
nomic problems can be solved by government action, by control and
regulation of the marketplace. There is implicit faith that all prob-
lems, and especially those of an economic nature, are political
problems and can therefore be solved by political action.6 I exper-
ienced a vivid illustration of this in a discussion with the principal
of a Reformed theological college who acknowledged that there
were employers paying “unjust” (by that he meant low) wages,
and therefore there should be legislation establishing a minimum
wage. Ignoring for the moment the inherent difficulty of defining
what is a ‘just” wage, his suggestion is that the solution to the
problem is government action. An economic problem is autornatic-
a@  perceived to have its answer in the domain of politics and leg-
islative decrees. But let us grant for a moment that there is an ele-
ment of truth in this illustration. We can readily admit there are
employers paying low wages. However, are minimum wage laws
the solution to the problem? And what, really, is the problem in
the first place?

2. Clarence B. Carson, The Wodd in the Grip of an Idea (New Rochelle,  New
York: Arlington House, 1979), p. 9, emphasis in original.

3. Vickers, Economics and Man, p. 343.
4. Ibid., p. 337.
5. Ibid., p. 322.
6. See Jacques Ellul, “Politicization and Political Solutions” in Kenneth S.

Templeton, Jr. (cd.), T/u Politicization of Socie~ (Indianapolis, Indiana: Liberty
Press, 1977), p. 209ff.; cf. Clarence B. Carson, The Flight From Reali~ (Irvington-
on-Hudson, New York: Foundation for Economic Education, 1969), p. 351ff.
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The Things Unseen

Orthodox Christianity teaches life is more than what is ob-
served. Fundamental reality has an unseen aspect, that which is
beyond more than just the physical senses of man. The inspired
Word of God insists that it is out of the heart of man, the inner
recess of the human being, that all things flow. “For as he thinketh
in his heart, so is he” (Prov. 23:7). Scripture thus puts a different
perspective on things. It says that life is not just those surface
things we see but there are far deeper and more basic and funda-
mental realities.

It is these truths that modern man wants to deny. This has
been described as a flight from reality. Modern man, in denying
the fundamental trtths of Biblical Christianity, has denied the reality
of life. He now manufactures a world according to his own vain im-
aginings. In this land of fantasy, all the problems of life are perceived
to have a merely physical origin. Scarcity is no longer perceived as
the fundamental cause of poverty. Apparently there is now an
abundance of things – behold the seemingly endless supplies at
the supermarket. Poverty must therefore exist because some peo-
ple are getting all the produce. Some are rich at the expense of
those who do not get the goods, the poor. Employers are paying
“unjust” wages and getting rich at the expense of employees; un-
employment exists because some people refuse to spend their in-
comes depriving someone else of their livelihood. The whole eco-
nomic world is interpreted in terms of an ancient fallacy: you win;
therefore, I lose. “There has, then, been a flight from economics, a
flight from economics as a discipline for study and exposition to
‘economics’ as a tool for social reform, a flight from economics to
politics. This has been, also, a flight from reality.”T

The Biblical View

Scripture does not agree, however, with the view that the eco-
nomic problem is one of mere manipulation of physical reality.

7. Carson, The Flight From Reality, p. 370.



2.54 Baptized InJation

This is why, for example, there are material blessings offered to
those who are obedient to the God of Scripture (Deut. 28:1-14). It
is also why there are material deprivations promised to those who
rebel against the Creator.

The Biblical perspective is that man has denied the true God
in order to place himself at the center of the universe. Man is the
new god who creates reality, decides what is right or wrong, good
or evil, just or unjust (Gen. 3:5). As Schlossberg  has pointed out,
“Western society, in turning away from Christian faith, has turned
to other things. This process is commonly called secularization, but
that conveys only the negative aspect. The word connotes the
turning away from the worship of God while ignoring the fact that
something is being turned to in its place. . . . All such principles
that substitute for God exemplify the biblical concept of idol.”B

Modern man is idolatrous. He manufactures new gods to wor-
ship. But he also seeks salvation by these gods. Twentieth-century
man is only too aware the world is not perfect. Deep down, he has
a longing for utopia, a land of perfection, where worry, illness,
and death no longer exist. Paradise lost remains in his being, and
he seeks to return to it by any and every means – except one: faith
and obedience to the God of Scripture.

Man is the new god who will create heaven on earth – given
sufficient time and lots of taxpayers’ money. What is surprising is
to find Dr. Vickers endorsing such a view. Recall our college prin-
cipal who wanted “faif’  wages paid. Is legislative action the on~
course of action to get the employer to pay more? Orthodox
Christianity insists there is an alternative. It involves a funda-
mental change in the way people think. In Biblical terminology, it
involves the necessity of regeneration. From this fundamental
change in nature, the employer might then willing~  pay addi-
tional wages to his employees, to encourage greater loyalty and
greater productivity. And if he does not do so immediately, who
are we to complain to God that He has not motivated His new

8. Herbert Schlossberg,  Idols For Destruction (Nashville, Tennessee: Thomas
Nelson, 1983), p. 6.
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subject to fit in with our ideas of “just” wages?

Arbitra~  Humanist Definitions

Humanist man is the new god, determining for himself good
and evil, right and wrong, just and unjust. To the extent that
Christians adopt the conclusions of humanist man regarding eco-
nomics, they have thereby adopted the presuppositions of humanist
man. Dr. Vickers is a prime example of this self-deception. Con-
sider his moralistic language. His writings abound with descrip-
tive terms such as “justice,” “equity,” “exploitation,” “excessive, ”
“desirable; “sufficiently meaningful: or “legitimate.” Private enter-
prise investment, for example, is incapable, according to Dr.
Vickers, of setting a “scale of charges adequate to provide a reason-
able or acceptable rate of return on capital.”g  Monetary and fiscal
policy is necessary to ensure a “satisfacto~ rate and direction of
growth” in the economy. 10

The difficulty arises when we ask who is to define what “justice”
means; who has the wisdom to determine what a “reasonable and
acceptable” rate of return on capital is? If one person wants ten
percent return but someone else wants fifteen, is there anything
inherent in either figure which makes one more “equitable” than
the other? If one employer pays $300 per week to labor, while
another pays $350 for the same kind, is there something funda-
mentally unjust in the former case? And w/zo shall be the one to
decide questions such as these?

Biblical De&itions

The essence of Christianity is that it is God through His inspired
Word, the Bible, who dg$nes  what is just and unzust.  God, being the
sole possessor of omniscience, is alone capable of determining
these things. Man, without such divine revelation, is incapable of
defining the meaning of words such as “exploitation.” Man is only
able to offer an opinion. Thus, when Dr. Vickers is calling for

9. Vickers, Economics and Man, p. 77, emphasis added.
10. Ibid., p. 294, emphasis added.
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State action to ensure “equity” and “satisfactory” growth in the
economy, he has departed from Biblical premises, for the Bible
does not tell us what a “satisfactory” rate of growth in the economy
should be. Dr. Vickers  would impose his opinion, or the opinions
of a bureaucratic committee, on the rest of mankind. To do it in
the name of economic equity and justice is to grossly mislead us
away from the truth of the matter. It is to impose his morality on
the rest of society, rather than to adhere to Biblical morality.

Biblical morality is different from that which Dr. Vickers, or
our college principal, wants. For some reason, the Bible is silent
on whether either $300 or $350 is a “just” wage. There is simply
no verse in Scripture which gives the answer to such a perplexing
question. This is why the search for a definition of “the just wage”
stymied scholastic theologians, and later the first generation of
colonial Puritans in New England. No matter, says Dr. Vickers,
“For the economist, of all people, is, by virtue of the insight his
professional training gives him, uniquely equipped to explain to
society the manner in which the production of certain more  desirable
outputs could be achieved if resources were diverted away from
the production of less desirable commodities.” 11 The morality of
the “uniquely equipped” economist must take precedence over
that of other individuals or the morality of God. If you think that
Dr. Vickers is talking about a tenured, se~-certt$edpkm.ning  elite, you
are thinking what I am thinking, too.

Biblical faith finds little agreement with the Keynesian eco-
nomic theories Dr. Vickers would have us accept as Christian.
Where the former insists all problems, including economic prob-
lems, have their fundamental origin in the spiritual state of man,
the latter says it is a matter of “lack of spending power,” or some
other nonsense. Dr. Vickers would seek to solve the economic
problems by State decree rather than spiritual regeneration of the
individual who then lives in obedience to the law of God.

Vickers on Poverty
There is one further illustration we might use to substantiate

the claim that Dr. Vickers is preaching another faith than that of

11. Z6id.,  p. 171, emphasis added.
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Biblical Christianity. On more than one occasion, Dr. Vickers ac-
cepts the fallacy that poverty is merely the result of maldistribu-
tion of the economic resources currently available. “The abject
poverty and the scandal of human distress in India cannot be
evaded. And there can be no doubt that the question of the inter-
national distribution of the production of this world’s goods . . .
should engage the economist’s thought and policy recommenda-
tions very directly.” 12

We can recall also that considerations of morality must inform our
attitudes to a statistical increase in Gross or Net National Product when
we confront the patent obligation of an affluent society (we spoke of the
United States as an example) to consider the economic condition of the
wretchedly impoverished people of the underdeveloped countries, tak-
ing, in the same context, India as a prime example. 13

There is a strong inference that it is immoral for people in
wealthy countries to be rich while the poverty of India exists. We
might have less trouble agreeing with Dr. Vickers had he bothered
to contextually argue from Scriptural passages that it is somehow
“immoral” for some to be rich while others are poor. But as on so
many occasions, we are told by Dr. Vickers that his ideas are
“Christian” without any proof. We are supposed to accept his
word that it is. We might have less disagreement with Dr. Vickers
if he could substantiate the inference that India’s poverty is at the
expense of wealthy nations. His writings are singularly silent on
the causes of poverty in that country, which really is the basis for
any charge of immorality. There is no analysis of the causes of
wealth in countries such as the U.S. That relative freedom has
been granted to the individual to freely trade with his neighbor, a
fact that has its foundations in the religious revivals of recent cen-
turies and the influence of a Biblical morality that is foreign to Dr.
Vickers, and the development of the market economy, provided
the impetus to productivity and the growth of material wealth.
That India has not had such an influence is conveniently omitted

12. Ibid., p, 151.
13. Ibid., p. 187.
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by Dr. Vickers. This essential difference has been vividly described
by Edmund Opitz.

How can a society whose worldview includes such doctrines as Maya
[illusory world], karma [reincarnation] and caste produce the social
structure upon which the market economy is based? Accept the idea of
Maya and you exclude the idea of a rationally structured, cause and
effect universe. The doctrine of karma makes it virtually impossible for
individuals to have the necessary self-responsibility and will to succeed
which are essentials for a going-concern economy. And caste divisions in
a society are incompatible with the idea of inherent rights and equality
before the law. Capitalism is rooted in the cultural heritage of the West,
Christendom, and you can’t have the fruits without the roots; you can-
not merely wish an end result — to will the end is to will the means. 14

Keynesianism  Offers a Plan of Salvation

“The State loves you, and has a wonderful plan for your life.”

In an earlier chapter, I suggested that Keynesianism is social-
istic and authoritarian in nature. There is an inherent reason for
this, and this is why there is an inexorable move towards totalitar-
ianism whenever Keynesian theory is adopted.

The essence of free market economic theory is this: the econ-
omy is controlled by individuals who make w!yectiue valuations.
For example, a person who decides to save some of his assets does
so because he prefers to forgo present consumption in order to par-
ticipate in consumption at some point of time in the future. This is
the basis of the capital process. Without people’s willingness to
forgo present consumption there can be no capital projects which
provide goods in the future, for example, mineral exploration.

What causes people to make the kind of decisions such as sav-
ing? Obviously there are a number of factors. There are perhaps
more obvious motives such as saving for something which is

14. Edmund A. Opitz, “The Philosophy of Ludwig von Mises” in The Freeman,
(July 1980), p, 440. Published by the Foundation for Economic Education,
Irvington-on-Hudson, New York 10533. See also P. T. Bauer, Equalip, the Third
World, and Economic Delusion (Cambridge, Massachusetts: Hamard  University
Press, 1981),
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beyond the present ability of the person to obtain. But there are
also deeper psychological motives which cannot be so easily ex-
plained, and in fact defy explanation because human knowledge
at this point in time cannot properly understand them. As Scrip-
ture declares, “For now we see through a glass, darkly” (I Cor.
13:12). In a very real sense we may say that people’s economic de-
cisions are a product of what they themselves are. This is why
Christians, those made new by the Spirit of the Living God, often
make vastly different economic decisions than those who are unre-
generate.

The free market economy lives with this fundamental reality
and adjusts itself in terms of it. If people begin to save more than
previously, others in the market place must adjust their business
activities accordingly. Perhaps there are those whose goods suffer
a diminished demand as consumption in the present is postponed
for the future. At the same time, there are others in the economy
who will benefit and take advantage of the new availability of
funds for capital investment.

The Keynesian system, however, does not permit this kind of
world. Instead, Keynesianism  wants a world which must  conform to the

expert  plannen’  wishes and desires. How terrible that people should
save and deny someone a present income (or so they think).
People, therefore, must be forced to conform to the Keynesian view
of what reality should be. If people save, there must be policy
to overcome this propensity in human beings. The economy must
be made to operate the way Keynesians think it ought to oper-
ate. Legislation must be passed to coerce conformity from the
population.

Keynesianism is therefore very much a religion. It has a
theory of morality. It offers a definition of right and wrong, and
offers a concrete plan to solve those wrongs. In other words,
Keynesianism has a plan of salvation. But its plan of salvation is
vastly different from that of the Living God who has decreed that
salvation may only be obtained by faith in the atoning work of
Jesus Christ and obedience to His revealed will.
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To call for bureaucratic control of the individual is to deny
something to man which his Creator has decreed. Man has been
endowed with reason and the ability to make choices. To deny a
man those choices is to deny his fundamental humanity and his
inherent rights given by his Creator. To insist that “uniquely
equipped” economists must make decisions for the rest of society
is to say that knowledge originates in man; and that is to give
credence to the serpent’s lie. As the Psalmist declared, it is God
who teaches man (Ps. 94:10)  and God is therefore man’s ultimate
source of salvation — not the vague and nonsensical theories of
those enlightened by the study of economics — especially the non-
Biblical economics of a perverted homosexual.

Conclusion

Man is not saved by secret arcane knowledge, even knowledge
with equations. Man is not saved by State power. Man is not saved
by law, especially statist law. The Bible tells us that man is saved by
grace through faith (Eph.  2:8-9), in order that he might walk in
the ways God has planned for him (Eph.  2:10).

Dr. Vickers has adopted the first two views of salvation: salva-
tion by arcane knowledge and salvation by statist law. He sees no
way for redeemed Christians to reconstruct society along Biblical
lines. We will never have a Christian society, he says. 15 That
leaves only one other kind: a non-Christian society. He has there-
fore adopted his favorite brand of non-Christian society, the
brand of his youth, the equation-filled, jargon-filled society of
Keynesian planning. He would have us join him on the yellow
brick road to the land of Keynes.

Forgive me if I try some other path. I see where this one is
headed.

15. Vickers, Economics and Man, p. 45.
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First,  economics ina Christian p~spective mustaccord~ll  recog-
nitionto therights  of theindividual  andindividual  responsibility, but
it cannot condone those concentrations ofeconomic  power in the hands
of individuals which make it possible for the interests of others to be ex-
ploited.  And fullrecognition isalsoaccorded tothefact  that, fl~tto
itself, there is no inherent reason why thea~regative  economic system
will achieve a complete and automatic harmony of interests. Second,
some intervention by the state in economic afairs  is necessary, to some
extent regulatory andinother  instances moredirect~ participator. But
at the same time, a Christian economist cannot countenance the ex-
ploitation by the state, or by state agencies or personnel, of the rights of
individuals and the broader interests of sociep.  And it is dz@cult to
conceive, under scriptural mandate, of the propriety of the usurpation
by the state of those economic finctions  and prerogatives which lie
properly within the province of individual action. ~

We have had the opportunity to pursue Dr. Vickers’ ideas on
the meaning of both capitalism and socialism. In both instances,
we must conclude that there is a serious lack of understanding on
Dr. Vickers’ part about what these words mean. His definitions are
either inaccurate (e. g., capitalism) or non-existent (e. g., socialism).

How, then, should we view his claim that there is a third way,
an alternative to both capitalism and socialism? Essentially we
should view this claim as the meandering of a mind which has
made little effort to come to grips with economic history and

1. Economics and Man, p. 78.
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theory — or which has made the effort, and failed miserably to
communicate its findings in language that any reasonably alert
person can comprehend.

Deliberately Ignoring His Strongest Opponents

Take, for example, the claim in his book that the reader “will
find in my treatment of the relevant intellectual history the famil-
iar names of Smith, Malthus,  Ricardo, Mill, Chalmers, Jevons,
Sidgwick, Marshall, Viner, Keynes, and others .“2 For one thing,
he barely mentions any of these major economists in his book.
More important, here is tacit admission that he is not going to
make reference to at least one school of economic thought, what
has became known as the Austrian School of economics. Through-
out his work Dr. Vickers makes no reference, for example, to the
writings of Carl Menger, Eugen von Bohm-Bawerk,  or Ludwig
von Mises, the latter having presented some of the most rigorous
economic analysis of socialism to be found in economic literature.
Mises thoroughly analyzes all opposing viewpoints to his own in
demonstrating their inherent weaknesses. But this is something
we do not find in Dr. Vickers (nor in Keynes, for that matter). Is
it simply that he chose not to make reference to them? Since he
knows that Dr. North and Rev. Rushdoony rely on the insights of
the Austrian School, we might expect that Dr. Vickers would
openly and without delay confront the fundamental tenets of the
Austrian School. He does not do so. The reader is not even given
an inaccurate summary of their views, let alone a fair and judi-
cious summary.

Why not? Because Dr. Vickers knows that their views are
clear and presented in English, while Keynes’ views are garbled.
Give an inexperienced reader the choice, and he will remember
the Austrian arguments a lot better and easier than he will
remember the convoluted details of the Keynesian system. The
Keynesians will lose the debate far too often. So they ignore the
Austrian School. They pretend it isn’t there. This maybe intellec-

2. Ibid., p. vii.
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tual cowardice, but that is the way the academic game is played.
The truth of the matter is Keynesianism has been refuted a

thousand times over in the past 200 years. (That’s right, for
Keynesianism is nothing but a rehash of the old mercantile theor-
ies which the early classical economists demolished with consider-
able ability. )3 The fact that Samuelson  could honestly admit the
language in Keynes’ General Theo~ does not always seem to make
sense is evidence of precisely that point: it is a nonsensical book.
Yet now we have Dr. Vickers  presenting Keynesianism to us first,
on the pretext that it is sound economic theory, and second, that it
is Christian economic theory.

The fact is, however, that his book does not make any serious
use of any of these famous pre-Keynesian economists. He men-
tions a few of them occasionally, but his book is in no sense reliant
upon the classics. We find more footnotes to an obscure and un-
identified writer named H. F. R. Catherwood than to Adam
Smith and the other economists Dr. Vickers  parades around in his
Preface. In fact, he hardly even cites Keynes’ General Theoy, which
is understandable, since there is very little evidence that he has
read it. Like most post-Keynesians, Dr. Vickers does not rely on
its convoluted arguments and peculiar definitions when it comes
down to writing his own book. It is a lot easier to quote from the
post-Keynesian “crowd” than to struggle with The General Theory. I
don’t blame him a bit.

My analysis of Dr. Vickers has concentrated on establishing
two things. First,  he is prepared to misstate his opponents in order
to score debate points. (Fortunately for his opponents, his style is
so muddled that he never quite scores, ) This is intellectually dis-
honest and poor scholarship. Second, we have seen that he tries to
argue for a supposed third way in economics by denying that eco-
nomics is an either-or choice between socialism and capitalism.
We have seen, however, that he fails in this regard, for he categor-
ically rejects the use of Old Testament law and history to guide us

3. L. Albert Hahn, The Economics of Illusion: A Critical Ana@s of Contemporary
Economic Theoy and Practice (Wells, Vermont: Fraser, [1949] 1977), ch. 10: “Mer-
cantilism and Keynesianism.”
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along the only conceivable and workable “third way.” No matter
what disclaimers he makes, what he is calling for are the initial
steps down the road to socialism. To describe it otherwise would
be grossly misleading.

A Pile of Errors

Our survey of the Keynesian system is completed. This analy-
sis of some of the basic theories of the Keynesian economic sys-
tem, as well as particular arguments put forward by Douglas
Vickers, should serve as an aid in deciding whether Christianity
and Keynesianism are compatible. As a result of this analysis, it
should be possible for most readers to agree with Henry Hazlitt
that the Keynesian system contains “an incredible number of fal-
lacies, inconsistencies, vaguenesses, shifting definitions and
usages of words, and plain errors of fact.”a

Although Dr. Vickers contends that Hazlitt’s work is a %hal-
10W” analysis,s it is worth noting that no Keynesian economist has
ever attempted a systematic refutation of Hazlitt’s devastating cri-
tique, probably because they cannot refute it, and certainly be-
cause they cannot refute it in plain language. On the other hand,
perhaps Dr. Vickers, in his promised longer work on economic
analysis, will make the time and effort for such a refutation. Just as
Marx finally gave us his definition of “class.”G  Just as Darwin finally
gave us his definition of ‘species.”T That is to say, fat chance. EGO-

nonzics and Man is already a decade old. It has not aged well.

4. Henry Hazlitt, The Failure of the “New Economicsm, p. 7,
5. Economics and Man, p. 36.
6. In the posthumously published third edition of Capital, on the next to the

last page, Marx wrote: “The first question to be answered is this: What consti-
tutes a class?” Two paragraphs Iater, the manuscript breaks off, Marx, Capital: A
Critique of Political Economy (Chicago: Charles H. Kerr, 1909), p. 1031. He built his
whole theory of history on the basis of the class struggle in history, yet he never
got around to defining what a class is. The joke is on us. The joke is especially on
the intellectuals who still follow Marx.

7. “Nor shall I here discuss the various definitions which have been given of
the term species. No one definition has satisfied all the naturalists; yet every
naturalist knows vaguely what he means when he speaks of a species.” Darwin,
Origin of Species (Modern Library edition), p. 38.
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Keynes’ General Theoy  was a book designed to confuse. We
find in Dr. Vickers a similar propensity to confuse. His “prelude”
has been orchestrated as a cacophony of unintelligible, illogical,
and meaningless arguments. In reality, his “prelude” is more like a
theme with variations — the theme being nonsense and the varia-
tions reflecting the perverted subject. I, for one, having heard the
“prelude” and paid Dr. Vickers the courtesy of attempting to un-
derstand his work, do not think it is worth the effort to remain for
the main performance and the curtain call. The words of Martin
Luther, although given in another context, are eminently ap-
plicable here. “And, since you cannot overthrow it by any argu-
ment, you try meantime to tire the reader with a flow of empty
verbiage .“8 Or, as Howard Katz has observed, ‘The Keynesian
economists are not true experts. They cannot do anything.
Although they stake their prestige on their ability to predict (as
part of their fraud of imitating the scientist), their predictions are
a standing joke and a continual embarrassment. Neither can they
explain their theories in terms that make sense. If you have had
the experience of listening to one of today’s economists and have
come away thinking, ‘I cannot make head or tail of what that
fellow is saying; then do not be alarmed. That is the response of a
properly functioning mind.”g

Why is it that Dr. Vickers can embrace such intellectual non-
sense and do such violence to the Scriptures which he says he be-
lieves? The answer to that is illustrated in the joke which asks:
Why are Polish cows deformed? Answer: Because they’re raised
in Poland and milked in Russia. Why is Dr. Vickers’ thinking de-
formed? Because although he was raised in the Christian faith, he
received his education in the schools and universities of apostate
humanism. This is a disease common in too much of the Chris-

8. J. I. Packer and O. R. Johnston, trans., Martin Luther, The Bondage of the
Will (Cambridge, England: James Clarke, 1957), p. 87. Or use the translation in
the Library of Christian Classics: Luther and Era~mus: Free Will and Salvation (Phila-
delphia: Westminster Press, 1969).

9. Howard S. Katz, The Warmongers (New York: Books In Focus, 1979), p.
259, emphasis in original.
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tian community. (Of course, it really isn’t a disease; it is a moral
failure.) And Dr. Vickers is a very good example of what can hap-
pen when we raise our children in the schools of Egypt.

If you want a good reason for Christian schools, read Econom-
ics and Man.

The Legacy of Keynes

We are now in a position to answer the questions raised in the
introduction to this study. Did Keynes give us “a significant logi-
cal and methodological reconstruction” of economic theory? Has
he achieved a “more complete understanding of the structure and
functioning of the economic system”? We have found no evidence
to substantiate these arguments. On the contrary, we have found
substantial evidence to indicate what will happen to the present
financial system, thanks to the justification Keynes gave to eco-
nomic theories which have brought upon the West its greatest ever
financial crisis: a mountain of Third World debt which the West’s
banks are unlikely ever to see repaid – at least not in dollars that
are worth anything; a $200 billion annual deficit by the govern-
ment of the United States; endless inflation; endless business
cycles; and all of this accompanied by cries from graying Keynes-
ian economists that they ought to be given more power to make
other men’s economic decisions for them, that next time all their ideas
will work. Really. Trust them. Their promises are a lot better than
gold, which Keynes called a barbarous relic. Their promises are
as good as an IMF bond. Their word is their bond, and their word
i~ “bond. ” More debt, more debt; let us spend ourselves rich.

Nor can we agree with Dr. Vickers that Keynes “gave us a new
way of seeing things.” Keynes’ new way is in fact an old way. It
dates back to the Garden of Eden and man’s original rebellion
against his Creator. Keynes’ economics is the economics of a rebel
who made no effort to submit himself to the God who made him.
It is an example of man being “as God” (Gen. 3:5) in the realm of
economics, with catastrophic results.

What about the claims of Dr. Vickers? Has he “redirected” the
thinking of Biblical economics? Again we can find no evidence
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that he has. To the contrary, it is Dr. Vickers who has contributed
“considerable confusion” to the economic debate.

The real issue, however, is not economic theory, as Dr. Vick-
ers well understands. It is ultimately a matter of “ideological pre -
ferences.”lo  All the arguments concerning multipliers, GNP,
MPC, NNP, leakages, injections and so forth are irrelevant to the
discussion. They are merely whitewash to give the Keynesian sys-
tem apparent intellectual justification. Yet Dr. Vickers knows that

what is at stake here is a matter of ideology. It is Christian thought

and specific Biblical principles and guidelines versus the ideas of

autonomous and rebellious man.

The Question of Sovereign

Keynesians, generally speaking, have not arrived at the reali-
zation of this point (and neither have many Christians for that
matter). Ultimately all economic theories turn upon the question
of sovereignty. Whose word is law? God’s or man’s? There are no
third, fourth, or fifth choices. It is that simple. Keynesians en-
deavor to be fence-sitters on a fence that does not exist. There is no
neutral ground. Hence, Keynesians, and one “Christian’) Keynesian
in particular, oscillate from one side to the other. Witness Dr.
Vickers: at one time he is quite vocal about the need for Biblical
law, while on other pages he does his best to convince the reader
that we cannot have Scriptural principles because we live in a
fallen world.

In a more limited sense all economic theories revolve on the
question of property ownership, as Mises understood so well. Will
property be private or public? Again the Keynesians continually
shift their base. One moment they are ardent defenders of private
property, and in the next instance they will become the most elo-
quent advocates of public control of property. Keynesians are not
epistemologically  self-conscious. They have not realized, as did
Marx, that by denying private property, they are at war with God
and His Law, which establishes private property rights.

10. Vickers, Economics and Man, p. 334.
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One of the problems of our age, as observed by Katz, has been
that “by granting fame to evil men, historians have encouraged
the spread of evil. . . . What is wrong with history as currently
taught is that it gives primary importance to the destroyers of val-
ues and only secondary importance to the creators.“11

Keynesian theories are destructive of values – Christian values
as found in the Word of God. Therefore, “let us hope that the time
will soon come when Keynes . . . will be recognized as one of the
great intellectual miners of history – like Rousseau and Marx.nlz

Keynes and Vickers

We know what Dr. Vickers thinks of Mr. Keynes. But what
would Keynes, the professional skeptic and full-time pervert,
have thought of Dr. Vickers? What would he have thought of a
self-professed Christian scholar who has devoted his life as a kind
of acolyte to Keynes, even to the extent of writing a book fusing
Keynes and the Bible? He would have been astounded, just as
Charles Darwin was endlessly astounded at the stream of letters
from clerics who told him that it was only Origin of Species which at
last made sense of Christianity for them.

But would he have appreciated the effort? It is doubtful. In
fact, the attempt would probably have angered him. Of what earthly
use to Keynes would Economics and Man have been — an attempted
fusion of God and revolutionary economics? Keynes’ biographer
Harrod describes Keynes: “His mind was highly intolerant of any-
thing ambiguous or makeshift. Confronted with an intellectual
patchwork, with an old idea and a new idea incongruously held
together, he could not fail to detect the incongruity with his quick
penetration, and was left with a feeling of irritation and disgust.
He, like Strachey, craved for the clean sweep, the bold new idea,
the crisp and lucid .“13

11. Katz, op. cit., pp. 271, 272.
12. Wilhelm Ropke,  A Humane Economy: The Social Framework of thz Free Market

(South Bend, Indiana: Gateway Editions, 1960), p. 219.
13. Roy Harrod, The Lye of John Maynard K~nes (New York: Norton, [1951]

1982), p. 88.
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If ever there was a book which could not conceivably be
described as ‘crisp and lucid: it is Economics and Man. If ever there
was an incongruous intellectual patchwork, it is Douglas Vickers’
attempt to fuse the Bible and Keynes. Keynes would have been
appalled — indeed, as I am, but for different reasons: he for the
stain of the Bible, and I for the stain of Keynes.

Final Remarks

Economics and Man never gained any influence. Conservative
Christians had no use for baptized Keynesianism, and liberals
had no use for Dr. Vickers’ affirmation of Van Til’s anti-humanist
epistemology. The book is a classic example of a desperate at-
tempt by an intellectually compromised Christian academic to
synthesize opposites: his religious faith and his academic faith. As
always, the academic faith won out. We have seen this story
repeated endlessly in every little Christian college in the land,
with their officially certified Ph.D.-holding scholars, and their
vain quest for academic respectability. Faculty members have sold
their theological birthright for a mess of pottage, just as Dr. Vick-
ers sold his.

Economics and Man is notable only for its failure – intellectually,
stylistically, and above all economically. It sank without a trace,
except for a lecture or two at Dr. North’s old alma mater, West-
minster Theological Seminary. That public appearance did noth-
ing noticeable for the sales of Economics and Man.

Dr. Vickers devoted his academic career to becoming a “front
man” for an academically successful religion. The founder of that
religion was a homosexual who had a very short-run view of life.
(Given the Biblical doctrine of final judgment, he was certainly
entitled to such a view. ) He began his career as a logician and a
brilliant essayist and polemicist. The more he wrote, the less co-
herent he became. We can see in his writings the earthly judgment
of God. There was a progressive deterioration in his ability to
communicate his ideas — not in making converts in an increas-
ingly perverse intellectual and political world, but in setting forth
his ideas in a way that his followers could repeat them, predict the
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economic future with them, and act in terms of them. The General
TheoU is a book filled with incoherent logic, false analogies, use-
less formulas, and State-enhancing conclusions. He was success-
ful in attracting a generation of academic economists who be-
lieved that his economic system was the road to a New World
Order. They joined together on a quest to the Emerald City of
Keynes, where spending creates production, where money flows
forever, where downward price flexibility is a myth, where gov-
ernment spending can cure just about anything.

And hardly anyone believes him any more. “. . . Martin Feld-
stein, the council [of Economic Advisors] chief recently chased
back to Harvard, observes that during the 1982 recession there
was hardly a call from either professional economists or elected
officials for the government to do something. So, too, despite high
unemployment, there was very little said about policies to bring it
down during the presidential campaign. ‘It’s amazing how far
we’ve come,’ says ratexian [rational expectations economist] Neil
Wallace. ‘That hasn’t happened in any of the previous presidential
elections of the past 20 years.’ “14 It is not that they have all ac-
cepted free enterprise; it is that they no longer have any believable
rabbits to pull out of the State’s hat.

Next time they may simply impose raw power. They will not
need any sophisticated economic theories to justify their actions.
They will certainly not need incoherent, lackluster, unsalable
books along the lines of Economics and Man.

In the Christian world, Douglas Vickers serves as the prime
example of how a man can take the wrong path and become a
propagandist for the enemies of His heavenly Savior. How could
he have been so foolish? Van Til gives us the answer: the episte-
mological problem is not ultimately intellectual; the problem is
ethical. Dr. Vicker’s problem is not primarily intellectual. Dr.
Vicker’s  primary problem is moral: he would enslave men to the
State in the name of Christian ethics.

14. Susan Lee, “The un-managed  economy; Forbes (Dec. 1984), p. 158.
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