Reaction to The Road to Serfdom

Richard A. Samuelson

IN 1944 anp 1945, as World War Il was
drawing to an close, F.A. Hayek, the Aus-
trian-born economist, published a “po-
litical” book, The Road to Serfdom, which
received genteel praise in Europe, but
caused quite a stir in the U.S.,! where it
became a best seller. The book rapidly
moved outside refined quarters to be-
come a galvanizing force in a rancorous,
polarized debate. Leading political sci-
entists like Charles Merriam took to the
radio “to mark Hayek ‘F’ (for flunked)
and expunge him from the public
record.” But others admired the book.
Max Eastman called it “the most impor-
tant book on political economy in our
generation.”

A close examination of Hayek and his
critics reveals that they did not merely
clash over how an economy worked, or
even about the proper role of govern-
ment in the economy. Their differences
grew out of a disagreement on first prin-
ciples and a related argument about the
nature of history. They argued about the
capabilities of human reason, and the
meaning and nature of historical change,
of freedom, and ultimately of truth itself.
A study of the argument between Hayek
and his critics provides an instructive
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episode through which to explore the
depths of political debate in the United
States.

The debate over The Road to Serfdom
went on among people who thought of
themselves as “liberals.™ Alan Brinkley
argues that a transition took place in the
early twentieth century from classical
liberalism, grounded in the belief “in eco-
nomic freedom and strictly limited gov-
ernment,” to a “reform’ liberalism,” of-
ten called “progressivism” or, later on,
“New Deal Liberalism,” which held that
economic liberty was an insufficient goal
for policy, and stressed instead the need
for a minimum of subsistence as a pre-
condition for the human dignity that al-
lowed for the enjoyment of liberty. A
study of Hayek and his critics indicates
that what actually happened was that
one group of thinkers continued to sub-
scribe to classical liberalism, and an-
other group embraced a new theory
which they chose to call “liberal.” This
latter group, “embraced the conviction
that the government must play an active
role in the economy” in order to protect
the individual from coercion by big busi-
ness, and argued that freedom was im-
possible when businesses could so eas-
ily force people to act in certain ways.’
The former group, meanwhile, contin-
ued to hold that a growing state always
threatened liberty.
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Their debate was ultimately about his-
tory.In 1944 American economists looked
back over the last century and saw great
changes in the national and world
economy. The large industrial corpora-
tion had been invented and entire indus-
tries, in steel, railroads, telephones, and
automobiles, had sprung up out of liter-
ally nothing. New Deal liberals argued
that the twentieth century was so radi-
cally different from earlier epochs that
the maintenance of liberty required a
radical redefinition of the state. Classical
Liberals, on the other hand, appreciated
the grand changes of the last century,
but held that times had not changed so
much that the role of government in a
free society had to be altered.

New Deal liberals criticized Hayek for
failing to appreciate that the rise of mas-
sive industrial corporations in the late
nineteenth and early twentieth century
required a large state to keep those firms
from squashing the individual. “‘[Left]-
Liberalism’ in mid and late twentieth-
century America,” Brinkley notes, “has
been to a significant extent a conscious
repudiation of the anti-statist elements
of theclassical tradition.”® Reviewing The
Road to Serfdom in The Nation, Reinhold
Niebuhr complained that Hayek demon-
strated “no understanding of the fact
that technical civilization has accentu-
ated the centralization of power in eco-
nomic society and that the tendency to
monopoly has thrown the nice balance
of economic forces—if it ever existed—
into disbalance.”” To Niebuhr and his
friends, time had passed by Hayek's ar-
gument.

Actually, Hayek denied that that much
change had occurred. He anticipated and
criticized the historical argument that
his critics made against him.® Drawing on
a different understanding of history, the
Classical Liberal denied that technologi-
cal changes demanded economic con-
centration, and he accused his oppo-
nents of post hoc ergo propter hoc reason-
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ing. The chapter on “The ‘Inevitability’ of
Planning” addressed this topic:

The historical fact of the progressive
growth of monopoly during the last fifty
years and the increasing restriction of the
field in which competition rules is, of
course, not disputed—although the ex-
tent of the phenomenon is often greatly
exaggerated. The important question is
whether this development is a necessary
consequence of the advance of technol-
ogy or whether it is simply the result of the
policies pursued in most countries.... The
actual history of this development strongly
suggests the latter.

While New Deal liberals asserted that
the realities of an industrial economy
required a government sufficiently large
to monitor the great corporations that
would otherwise ruthlessly dominate and
exploit markets and individuals, Hayek
argued that the laws and political institu-
tions had prejudiced technological de-
velopment and application, and had in-
fluenced the nature and scope of suc-
cessful corporations. He cited reports
finding no evidence that technology has
caused the modern concentration of eco-
nomic power. Hayek, in other words,
understood the historic causes of eco-
nomic change differently from Niebuhr.
If the chief reason for the proliferation of
monopoly was political not technologi-
cal, then, the Austrian maintained, the
solution was not to accept it as a fact of
life which the political structure must
accommodate, but rather to undo the
political factors which had fed the in-
crease in monopoly in the first place.

Beneath these readings of the effects
of technological change lay a disagree-
ment over the ability of individuals to
shape history. Hayek thought that indus-
trial technology did not render Classical
Liberalism obsolete because he found
history more malleable than did his op-
ponents. “The tendency toward mo-
nopoly and planning,” Hayek wrote,
“is not the result of any ‘objective facts’
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beyond our control.” Writing in The Na-
tion, Stuart Chase took the opposite per-
spective: “if all the planners, from
Alexander Hamilton to Lord Keynes, had
never written aline, the market would be
in much the same state as we find it
today.” While New Deal liberals empha-
sized the technological imperatives that
they thought led to consolidation, and
rendered historic trends largely inevi-
table, Hayek stressed man’s ability to
shape history, and argued against resig-
nation in the face of conglomeration.
These disagreements drew strength
not only from technical reports and eco-
nomic history, but also from opposed
readings of man’s capacity to create new
fields of applied knowledge, and yielded
opposed conclusions about the job of
government. Again, the question was the
degree to which the present was differ-
ent from the past. Infifty years before the
Great Depression, the modern univer-
sity had grown up in America, and with it
came an entirely new set of disciplines~
the social sciences. Following the mod-
ern scholarly model of German universi-
ties, American universities had broken
subject matter down into a number of
specialties and disciplines, each of which
strove for scientific standards, progress,
and accuracy. Flush with faith in their
new sciences, New Deal liberals sought
tousetheirspecialized professional skills
to manage society fairly and effectively,
and to maximize freedom against the
encroachments of monopoly and oli-
gopoly. Hayek, meanwhile, downplayed
the extent to which these new disciplines
actually improved man’s ability to use
public power equitably and effectively.
New Deal liberals thus argued that the
laissez-faire principles of the nineteenth
century were inapplicable in an age of
large industrial firms that threatened to
dominate the market, and that social
scientists could use their training to ap-
ply governmental power and tame those
corporations to forge a just society.

Modern Age

Wesley Mitchell, who many of his peers
considered an outstanding American
economist of the first half of the twenti-
eth century, was typical. According to
historian Mark Smith, Mitchell based his
conclusions on his own experience. He
“referred to his experiences on the War
Industries Board [in World War 1] as
proof of man’s ability to plan and mold
society for the common good.”® With
such an understanding of the role of
scientific management, Hayek’s critics
responded harshly to his skepticism of
the ability of government to manage the
economy and society.!

Ironically, their certainty in their own
inability to alter the shape of sweeping
historical trends freed New Deal liberals
to try to maximize the role that they
would play in the economy. If economic
planning could not alter the nation’s gen-
eral economic structure, then it could
only affect the relative justice of the his-
toric situation in which the nation of
necessity sat. New Deal liberal titan and
The New Republic’s founder, Herbert
Croly, gavethis system its slogan: achiev-
ing Jeffersonian ends through Hamilto-
nian means.!? Croly held that, given the
inevitability of the large scale changes in
the American economy and social struc-
ture in the twentieth century, the demo-
cratic state could best secure freedom
and equality with the assistance of men
and women trained in the social sciences
to planthe economy. Political liberty and
democracy, he argued, would benefit
from the sacrifice of some economic lib-
erty.s

Contrariwise, because he emphasized
man’s ability to shape the regime under
which he lived and to fashion the life that
he led, Hayek dwelled upon the inability
of planners to control the actions of men
and women making the decisions which
constitute economic activity without re-
sorting to atyrannous use of force. As his
remarks contradicting the inevitability
of consolidation indicate, Hayek argued
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that people who sought to plan the
economy worked without the safety-net
of historic inevitability. They produced
that which they tried to control because
Jeffersonian ends could not be achieved
through Hamiltonian means, and because
no one was smart enough to plan effec-
tively and justly.!* He maintained that,
unfortunately, well-intentioned efforts to
control both the economy and the large
economic actors to the benefit of the
society as a whole inevitably eviscerated
freedom.

The modern university and social sci-
ence, Hayek thought, had not made much
difference in man’s ability to use political
power for benevolent ends. Planners, he
wrote, tried to confine their intrusion
into “only” the economic sphere, and
they suggested “that by giving up free-
dom in what are, or ought to be, the less
important aspects of our lives, we obtain
greater freedom in the pursuit of higher
values.” He found that their argument:

is largely a consequence of the erroneous
belief that there are purely economic ends
separate from the other ends of life. Yet,
apart from the pathological case of the
miser, there is no such thing. The ultimate
ends of the activities of reasonable beings
are never economic. Strictly speaking,
there is no ‘economic motive,” but only
economic factors conditioning our striv-
ing for other ends.

A focus on the individual combined
with an appreciation of the complexity of
human motivation to ground Hayek’s
argument that economic liberty was in-
separable from political liberty. Planning
for freedom, therefore, was an oxymo-
ron.

Against the New Deal liberals’ opti-
mism about the capacity of planners,
Hayek argued that social science had not
and could not advance far enough to
serve its appointed end. He held that
planning failed on two counts. While ad-
vocates of the new state argued that
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planning could be conducted objectively
and fairly, he maintained that such plan-
ning was impossible because the effort
to use political power to guide the
economy would force the state to em-
ploy a casuistry of values to choose to-
wards what end it ought to plan. Hayek
also argued that science could not know
enough to plan effectively. His logic went
as follows: planning was the effort by
government to oversee the economic
activity in the nation. To do that, the
state first had to decide what the society
ought to make. Once the state made that
decision, it had to ensure that people
entered the industries making the desir-
able goods, and did not enter the indus-
tries making undesirable goods. Such an
effort, he reasoned, required the state to
force people to enter certain jobs, and
buy certain products. Planning by defini-
tion required that the state decide how
many people entered each industry.

As Hayek saw it, unless people gravi-
tated naturally into the right industries
in the right numbers, planning required
forcing some peopleinto certain jobs. He
also argued that coerced buying would
be necessary and that there would be no
waste if science could determine how
many pigs to raise, how many cars to
build, and how many apartments to con-
struct.”® Everyone would then have ex-
actly what he wanted. Not surprisingly,
Hayek was certain that would not hap-
pen. Because planners could never know
enough to figure out exactly what people
want to have and to do, they would inevi-
tably make frequent errors. Planning,
which New Deal liberals regarded as the
enlightened combination of modern sci-
ence and pragmatic government, Hayek
believed, inevitably led to tyranny.

Again, opposed readings of history
underlay the dispute about planning. New
Deal liberals, of course, maintained that
they sought not a fully planned state, but
only a partially planned (“mixed”) one.
To Hayek no stable middle ground be-
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tween a free state and a totalitarian state
existed; a state could not have both plan-
ning and freedom.’® As New Deal liberals
saw it, Hayek defended an order that, fed
by technological imperatives, degener-
ated into a new, nastier dependency on
unrestrained corporations. As Classical
Liberals saw it, their opponents’ conces-
sion of the historical inevitability of mo-
nopoly and oligopoly led to areliance on
planning to combat corporations that,
despite their best intentions, only exac-
erbated the disease. A mixed economy,
they thought, was a concession that did
not have to be made, and could not
function.

Each side built its argument on a dif-
ferent understanding of the primary con-
cern of the state. New Deal liberals up-
held democracy as the fundamental pre-
requisite of liberty; Classical Liberals
upheld liberty pure and simple. “The
democratic faith and ideal,” Croly wrote,
will be the only “permanent element in
the life of the community.”'” Responding
to Hayek from his perch at Harvard,
Herman Finer gave perhaps the best ex-
ample of the Liberal identification of de-
mocracy with freedom: “If a dictatorship
were democratic in form, it would not be
a dictatorship.”® Hayek, by contrast,
wrote that “democracy is essentially a
means, a utilitarian device for safeguard-
ing internal peace and individual free-
dom. ...as such it [democracy] is by no
means infallible or certain. Nor must we
forget that there has often been much
more cultural and spiritual freedom un-
der an autocratic rule than under some
democracies.””” Hayek implied that his
opponentshadrejected Jeffersonintheir
efforts to save him. Whereas the sage of
Monticello argued that “175 despots
would surely be as oppressive as one,”?
Finer, Croly, and friends argued that any
limits on democracy by definition re-
stricted freedom.? Hayek agreed with
Jefferson by making the maximization of
liberty the first goal of the state.

Modern Age

Underlying these disagreements were
the opposing epistemologies. While Clas-
sical Liberals stood with Jefferson and
embraced certain eternal truths, New
Deal liberals stood with the pragmatists
and embraced an historically contingent
and developing understanding of an elu-
sive and evolving truth. Many of the intel-
lectual giants upon whom New Deal lib-
erals relied, such as Croly and his right-
hand man at The New Republic, Walter
Lippmann, studied pragmatism at
Harvard and elsewhere. Others, perhaps
most importantly John Dewey, preached
pragmatism themselves. Croly grounded
his influential Promise of American Life in
the pragmatic philosophy.?? Pragmatism
denied the existence of fixed truths, and
emphasized the scope of historical
change to highlight the impossibility of
using a set of unchanging principles to
guide one's actions and ultimately to
guide public policy. Fitting perfectly with
their stress on historical imperatives
shaping political transformations, they
argued that times change and political
philosophy must move to suit those
changes. In practice, New Deal liberals
held that Americans had to jettison their
fetish of constitutional restraint because
it ceased to serve the paramount ideal of
democracy.

Hayek admitted quite frankly that he
drew upon fixed truths: “...allIshall have
to say is derived from certain ultimate
values.” He complained that, in his oppo-
nents’ arguments, “not merely nine-
teenth- and eighteenth-century liberal-
ism, but the basic individualism inher-
ited by us from Erasmus and Montaigne,
from Cicero and Tacitus, Pericles and
Thucydides, is progressively relin-
quished.” Hayek believed that the defini-
tion of a free state could not change over
time because freedom was the same to
both aresident of Periclean Athens and a
resident of Harold’s England. Moreover
he placed himself self-consciously in an
ancient tradition of liberalism which tran-
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scended the recent history of the West.

The Austrian also took aim directly at
the pragmatists’ rhetorical methods,and
accused them of cheating the people
that they claimed to serve:

The most effective way of making people
accept the validity of values they are to
serve is to persuade them that they are
really the same as those which they, or at
least the best among them, have always
held...to transfer their allegiance from the
old gods to the new under the pretense
that the new gods are really what their
sound instinct had always told them but
what before they had only dimly seen. And
the most efficient technique to this end is
to use the old words but change their
meaning.

A few sentences later, he added, “the
worst suffererinthisrespectis, of course,
theword, ‘liberty.”” Earlier in the book he
singled out Dewey for criticism on this
subject, callingthe philosopher “the most
explicit defender of this confusion.”?
Hayek found the effort to contextualize
political concepts in historical time
flawed at the outset. For him, it was little
more than a sneaky way to undermine
liberty. In effect he accused his oppo-
nents of logocide. Their efforts to define
liberty to suit their age actually undid
liberty because the true definition of the
term was unchanged and unchangeable.
New Deal liberals thought that confining
“liberty” to what they thought of as its
old definition rendered it useless; Classi-
cal Liberals thought that “liberty” freed
from what they considered its eternal
meaning was not liberty.

These opposed understandings of
truth shaped the debate. Building ontheir
fundamental presupposition of the cen-
trality of context, New Deal liberals
mocked Hayek’s belief that his abstract
arguments based on fixed standards and
enduring truths made sufficient counter-
arguments against a program designed
to meet historically contingent circum-
stances. Henry Steele Commager com-
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plained that Hayek “dealt not only in
generalizations; he dealt in absolutes. He
had no understanding ofthe Anglo-Ameri-
can talent for progress by evolution, for
practical and even opportunistic proce-
dure, for compromise and concession.”
Perhaps Alvin Hansen’s philippic against
The Road to Serfdomin The New Republic
offered the best summary of the argu-
ments against Hayek. Chided Hayek as a
“Boy Scout leader,” Hansen asked, “Can
you think of any piece of legislation that
is 100-percent good?”® Interestingly,
Hanseninstinctivelydrifted to a Hamilto-
nian critique, quoting the great Federal-
ist on the need to evaluate all policies on
a scale of relative worth rather than ac-
cording to one of absolute principles. He
even maintained that, according to
Hayek’s reasoning, Hamilton “was our
first socialist.” Finally, Hansen listed spe-
cific programs and complained that
Hayek’s book gave no indication of
whether he considered them legitimate
exercises.?

The arguments in The Road to Serfdom
threatened the classinterest of the mod-
ernintelligentsiain the broadest sense.It
is easy to stereotype arguments based
on class interest as narrow Marxist
tropes. Properly used, it is essential to
understanding human behavior. The so-
cial scientists whomHayek criticized had
chosentheir careersbecause they sought
to use knowledge and power to help
society cope with the special problems
of modernity. The Road to Serfdom at-
tacked the ability of social science to do
what it said it could do. But perhaps
more fundamentally, it attacked the no-
tion of modernity itself as intellectuals of
the era understood it. Hayek combated
the belief that the economic realities of
the twentieth century required a breed
of knowledge and a set of methods newer
than and different from those of the clas-
sical tradition. In so doing, he took dead
aim at the modern academy’s array of
specialized disciplines, each of which
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sought to build a progressively expand-
ing field of knowledge upon which future
generations of scholars can draw, and
instead put forth the notion that the ba-
sic truths about man and society were
fixed and unchanging. Hayek, in other
words, threatened the entire value sys-
tem upon which his critics depended to
justify their careers.

In Europe, social scientists began to
assert theirplacein planning the economy
at the end of the nineteenth century, but
in the United States, it was only during
the Great Depression that the New Deal
gave them an opportunity to try their
hand at managing American society. In
1944, most American intellectuals were
still flush with pride in their first success-
ful (as they saw it) efforts to help. Experi-
enceintheNewDeal had chastened some
ofthemto a certain degree. They realized
that programs did not always run accord-
ing to expectations, but they remained
confident in their own ability to use their
training to serve their country. In that
context, when Hayek’s book came out,
arguing that planning was inherently
flawed, and inevitably a step to totalitari-
anism, most of the American intelligen-
tsia reacted with surprise, outrage, and
haughtiness. So sure were they of their
position, that New Deal liberals had not
even been discussing his Classical Lib-
eral concerns. Assuming the necessity of
the basic change in government’s role in
the economy, and in the size and compo-
sition of the bureaucracy, they debated
among themselves not whether planning
was desirable, but to what degree it was,
and what was the best way to do it. In
short, Hayek flanked them, and they
turned on him with their guns blazing.

Perhaps a closer look at Hansen’s quip
that Hayek would consider Hamilton
America’s first socialist will clarify the
extent of their differences by showing
how their opposing fundamental beliefs
intertwined with their readings of his-
torytoshapetheirreactionto each other.

Modern Age

Hayek did not consider Hamilton
America’s first socialist, he considered
him, as did Jefferson, America’s last great
feudalist (or perhaps seignorialist).
Whereas New Deal liberals saw histori-
cal change from an historicized perspec-
tive, and assumed that the present was
alien to the past, Hayek argued that the
past was more similar than his critics
thought. He evaluated their support of
governmental intervention into indi-
vidual lives on an absolute, non-
historicized scale. Neither age nor na-
tion altered his perspective. Hamilton'’s
effort to run the economy from the
nation’s capital was little different from
Colbert’s in seventeenth century France,
or Sweden’s in the twentieth century—
hence the title “The Road to Serfdom.”*
For New Deal liberals, however, changed
circumstances made all the difference.
They based their doctrine on the belief
that all truths existed only in contingent
historical time, and that the only rel-
evant policy-arguments examined the
circumstances of society at the time a
policywould beimplemented. While New
Deal liberals argued that in certain times
and places laissez-faire threatened free-
dom, Hayek thought such acircumstance,
by definition, an impossibility.

Herman Finer’s characterization of The
Road to Serfdom as “The Reactionary
Manifesto” aptly summarized the de-
bate.® New Dealliberals resented Hayek’s
dismissal of the claim that economists
could be trained to plan for the nation.
They saw Hayek’s arguments as state of
the art eighty years earlier, but thought
that to maintain such ideas in the twenti-
eth century was little more than an effort
to turn back the clock. Any argument not
tailored to its time was hopeless. Hayek
argued that truth was fixed as was the
definition of a free state. In any effort to
make the idea of liberty time-bound, he
saw an attack on liberty itself. From his
historical perspective, the effort to res-
urrect the big state was reactionary, re-
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gardless of the reasons given for it. More-
over, because the book’s popularity sug-
gested to New Deal Liberals that their
beliefs were not necessarily as dominant
as they had assumed and hoped, the
argument grew intense, and in their fury,
they revealed their first principles and
suppositions.

Opposed philosophies thus bonded
with the opposed readings of history
that Hayek and his critics held. Because
they used Pragmatism as their philo-
sophical base, New Deal liberals tended
to emphasize contingency and circum-
stance, and therefore to play up the need
for new solutions to new situations. Prag-
matists emphasized the value of the new

1. In the second sentence of his preface, Hayek
admits, “this is a political book.” F.A. Hayek, The
Road to Serfdom (Chicago, 1972), xvii. 2. C. Hartley
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of the initial American reaction to Hayek's book. 3.
Theodore Rosenof, “Freedom, Planning, and To-
talitarianism: The Reception of F.A. Hayek’s Road
to Serfdom,” Canadian Review of American Studies,
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it one between liberal and conservative. “The de-
fense of liberty, the preservation of individual free-
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sciences for the same reason—they
dwelled upon man'’s ability to adapt to
changing circumstances. Hayek, on the
other hand, tended to emphasize the
similarities in the economies of different
ages because he used a transhistorical
tradition as his philosophical base, and
therefore downplayed both man’s need
and ability to develop new methods of
grappling with the major problems of
political economy. The Road to Serfdom
set off such awild debate in America that
it forced to the surface two camps that
conceived of the world in radically differ-
ent terms, that read history differently,
and that came to differing assessments
of modern social science.

to Grandfather,” The Nation May 9, 1945, 566. 10.
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and American Thought, 1870-1920 (New York, 1986),
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The Cardinal’s Song

Here in the falling darkness |

With my five and only senses note
The music from this careless cardinal
That whistles red the winter’s tree.

The sky beyond is changing violet
That seems to change within this song
And turns in shades of hues and fones
And gathers at the cold day’s end.

The rest I take to hear this bird

Repeats time'’s closes in my mind,
And in this light it shapes the song
That does not need the senses. So

Fall the dark and gather sky,

Time that murders must create:

I saw him bring notes to my sleep.
Sing on, good cardinal, sing.

Modern Age

—V.P. Loggins
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