C o a——

IBEICAHL €ECONOIMI
TODAY

Vol. !, No. 1

© Inatitute tor Christian Economics 1979

Feb./Mar., 1979

CONSUMER SOVEREIGNTY vs. MAN’'S AUTONOMY

By Gary North

A few years ago, United Airlines ran television ads that
featured the phrase, "“you're the boss.” Passengers in the
ads were constantly being told, “you’re the boss' by all the
smiling actors who were portraying the United Airlines
employees.

One feilow | know always made it a point to enquire on
every United flight, “"Who's the boss?” Invariably, there
would be some confusion, and then he would announce,
grinning, “1I'm the bossl” He even went so far as to shout
“Who's the boss?” into thae pilot's compartment, and when
the captain dutifully answered, 'l am,”” my friend laughed,

* “No, I'm the boss.” No doubt this endeared both him and

the advertising agency to all the United employees who were
treated to this little lesson in free market economics.

Actuaily, my friend is an entrepreneur himself, the owner
and operator, along with his family, of America’s most
financially prosperous profit-making Christian day school. He
is also a minister of the gospel. So.when he says, “I'm the
boss,” he mentaliy qualifies the phrase with “God's the boss,
and I'm only his steward.” But at the same time, he knows
that he, as consuming steward, is indeed the responsible
boss; without his purchase the seller of goods and services
forfeits the profits that might have been made on the sale,
The seller who ignores this fact ioses.

Who Owns What?

My friend and his family own the school and its grounds.
In other words, they have legal title to it. Since it is profit-
making, he has to pay local property taxes on the building
and grounds. The civil government holds him liable. The
government says that he's the owner, and therefore he is
personally responsible for the taxes. It is only slightly ironic
that the bulk of his property taxes goes to support the
government school system, his zero-tuition compaetitor. It is
also ironic that voters think that he pays ths taxes; con-
sumers of the product pay the taxes.

Since he has not incorporated his business, he is a “'sole

- proprietor.”” The state and national governments therefore

"L _ classify him as self-employed when they send out the income

tax forms. He is the owner of the business, and therefore the
tax coltectors regard him as seif-employed. '

Yet if “*he’s the boss” when he buys an airline ticket, how
can he also be the boss when he sells seats in his school?
How can both consumer and producer be the boss? If he is
seff-employed, then who pays him the money for tuitions?
Isn’t the boss the one who pays? Aren’t the parents of the
students the bosses, economically speaking?

The market distinguishes between owner and employer,
even if the tax collector has failed to understand the
difference. The owner hoids legal title to the property. The
employer hires the use of all or part of the property from the
owner. The employer, in effect, rents the good (including
the fabor time) owned by the legal owner. The truly self-
employed”’ person is either a hermit or bankrupt.

The buyer of a resource, or in another example, the person
who rents the other person’s property for a specified pariod

of time — a seat on a plane, a seat in a classroom, or

whatever — offers in exchange some valuable resource.
Perhaps the exchange is a bartering of services, or even
mutually borrowed tools. Or it may be a transfer of owner-
ship, such as dollars for education. The paint is this: two
parties claim ownership of certain resources, over which
they are legally sovereign, yet each must regard the other
as the boss if he wishes to effect a mutually profitable
exchange. If one man wants the use of another's asset,
either on a temporary or permanent basis, the private
property economy forces him to become humble concerning
the asset he presently owns which he wishes to exchange for
the other person's asset.

Mutual exchange therefore demands, if not emotional
humility, then at least visible, demonstrated humility. The
fact that a person desires the use of another person’s asset in
no way destroys his own legal soversignty over his presently
owned assets. He, as a consumer, is sovereign over what he
owns. But as a potential seller, his legal soversignty
enhances the other man's sovereignty as a potential
consumer. The other man has legal control over his asset,
too, so that he cannot be compelled to hand it over, Each
man has legal sovereignty over his own asset; sach man has
consumar sovergignty over his own asset; and each man
must honor the other’s sovereignty, both as owner and
consumer, if @ mutually beneficial exchange is to take place.




Censumer Sovereignty

The concept of consumer sovereignty is basic to any
market exchange econemy. However, the phraseology has
alienated some economists. One group, the intervention-
ists, hate to use the phrase because they believe that the
supposed monopoly power of the sellers of goods and
services somehow shields them from the -non-monopoly
position of the sellers of money. They limit the use of the
term ‘“sovereignty’ to the sellers of goods and services;
sellers of money are somehow not sovereign. If they were to
rewrite the great Pearl Bailey hit of the 1950's, they would
write: “It takes one to tango,” unless the State redistributes
economic power, of course.

On the other hand, there are some anarcho-capitalists
who reject the language of consumer sovereignty, because
they think it creates confusion in the minds of the public.
They think that others will think that ""consumer sovereignty’’
refers to an implied legal sovereignty of all potential sellers
of monaey. In other words, some people may want to pass
legislation compelling sellers of goods and services to sell to
any and all people who offer money in exchange. Equal
opportunity housing laws would be examples of this kind, or
laws compeiling hotels to rent rooms to members of minority
groups. There is no such thing as legitimate legal sovereignty
over the other man's property, the anarcho-capitalists argue;
vou have to buy such iegal sovereignty on a coercion-free
market,

From a tactical point of view, the anarcho-capitalists have
a good point. There is too much confusion concerning legat
sovereignty and its function on a free market. Legal
sovereignty provides the owner of an asset the power to use
or dispose of it as he sees fit. He therefore possesses
consumer sovereignty over it. This gives him the legal right
to bid in the open market for other men's assets, using all or
a portion of his assets as his competitive bid. A person who
owns {contrals) one asset, and who believes that he could
put another asset 10 even better use, has the legal right to
enter the market’s auction system and place his bid for that
other asset. Thus, in the words of W. H. Hutt, who first
enunciated the concept of consumer sovereignty in the
mid-1930's,

Applying this standard, we must regard property-owners

as the custodians of the community’s scarce resources,

The powers they possess in dealing with these resources

must be regarded as detegated by them in its consumer

aspect. So conceived, the system which is variously
known as “private enterprise’’ or the '‘private property
system” is simply one in which the task of deciding
upon action in respanse to consumers’ will is diffused by

a more or less automatic devolution throughout the

community.

The key here is the idea of “deciding upon action in re-
sponse to consumers’ will,” The asset ownaer decides what
his response should be to the various offers by market
participants to purchase his scarce economic resource.

" Should he seli? Should he rent it? Should he hold it for

appreciation? Should he consume it himself now or in the
future? It is his asset. He decides. But he decides within 2

framework of legal ownership and competitive bidding.

Other consumers have the legal right to offer thair assets
— over which they are sovereign as legal owners and
‘potential consumers — in exchange for my assets, which |
legally own and have the right to consume or sell or rent.
Each owner therefore has two fundamental legal rights. First,
he has the right to use his own assets. Second, he has the
right to enter the competitive auction of the free market in
order to offer his assets in exchange for other men's assets.
The idea of consumer sovereignty, properly understood,
does not imply any legal right to another man’s assets. But it
does imply the right to impese the costs of legal ownership
on another property owner,

The Costs of Ownarship

What are the costs of ownership? First, there is the cost of
maintaining the civil government, which in turn is sup-
posed to enforce lawful contracts, protecting men from
theft, coercion, and fraud. This, of course, is denied by the
anarcho-capitalists. Second, and equally important {though
not fully understood by most observers), is the cost asso-
ciated with holding an asset off the market. if | am
offered money or assets for my property, | have to forfeit the
use of those assets and that money when | decide to cling to
my presently owned asset. No one should be allowed to
force me to sell, but no one can or should protect me from
the full opportunity costs of holding my property. if | forfeit
the use of some asset by maintaining possession of another
asset, | thereby pay the market costs of ownership.

When | speak of “"holding an asset off the market,” | really
mean refusing to sell it at present prices. No asset can be
held off the market, except by concealing its existence, if by
“market’’ we mean the right of others to bid for it. Even an
asset that | cannot legally sell — my wife, for example, or
some prescription drug that has been assigned by a physician
for my own use — may have a market price, though a black
market {illegal market} price. While it is not necessarily true
that “‘every man has his price,”” it is true that every man
bears the costs of saying no to whatever price another
person may offer him. Even in the case of an asset which is
concealed by an owner from other market participants, the
owner pays a price, namely, the forfeited opportunities
associated with the highest price that would have been
offeraed had others known of its existence. The presence of
a free market means that men must bear the costs of
owne?ship.

Consumer soversignty therefore involves the universal
imposition of the full economic costs of ownership, twanty-
four hours a day. No owner can escape. if he refuses to sell,
he forfeits the use of whatever assets were offered to him in
the giant auction by other dwners. This is why ownership in
a free market is truly a stewardship function, Men must make
decisions in response to the offers of others. The old
evangelical slogan, “‘no decision is nevertheless a decision,”
is valid when applied to market transactions, including the
refusal to make a transaction. There is no escape from the
responsibilities of ownership.
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“F'm the Boss, Sir"’

United Airlines (and the banks that have advanced the
money) is the boss. The directors can decide, in the name of
the owners of United Airlines stocks, whether or not to fly
the airplanes. But the directors ¢cannot make this decision at
zero cost. Always before them are the competitive bids of
potential paying passengers, not to mention the competitive
offers of United’s rivals; the other aitlines, bus lines, auto
rental services, used car lots, and even a few unprofitable
passenger train lines {that the government forces the trains’
managements to keep in service), United Airiines is the boss,
for as long as the firm is making profits and not being forced
into bankruptcy by management's failure to predict future
consumer demand and meet it at a price consumers are
willing to pay.

The same is true of all consumers. We are the bosses over
our money. But if we need to get from here to there — if we
find it in our self-interest to do so — then we want others to
compete for our money. We want to get there inexpensively.

Present lagal owners therefore have assets that enable
them to become future consumers of other people’s
presently held assets, if they offer the right price. The free
market allows each potential future consumer to impose
costs — stewartship costs — on any other present owner.
This process reminds all owners of their responsibilities. No
one can escape either the responsibilities or the costs of
ownership. By keeping owners reminded of their economic
responsibilities as owners, the free market auction process

imposes the costs of being arrogant. Legally, owners can be
arrogant in their ability to control an asset, but economically
they cannot do so at zero cost. A consumer can legally
maintain his sovereign ownership, but never as an autono-
mous being, for to be autonomous, a person must be free
from the economie (scarcity}) constraints of market prices
and compstitive bids from others. Consumer sovereignty
therefore is a denial of economic autonomy. The market
is indeed a social institution.

Man is a creature before God. Each man is a steward who
is fully responsible before God for the use of every resource
entrusted to him (Lk. 16:1-13} precisely because God is the
owner of all resources, including men {Ps. 24:1}. Man is not
an autonomous creator, but a dependent creature. Intellectu-
ai defenses of the free market that are based on the
hypothetical ontological autonomy of man are erronecus.
The market points to this non-autonomy of man, for it
reminds men of their limits in a world of scarcity. Unlike God,
they cannot have everything they want when they want it at
zero (opportunity) cost. They have opportunity costs im-
posed upon them by other men, who are made in the image
of God. By affirming the rights of the onhe (the legal owner},
the market society simultaneously affirms the right of the
many {other owners) to offer bids {impose opportunity
costs} on any other owner. The market is a superb institution
for the reconciling and dovetailing of each man's calling
before {or in defiance of) God. It encourages rebellious men
to cooperate in economic production. 1t forces them to bear
the costs of the self-proclaimed autonomy of economically
unproductive autarky — the hermit economy.

Cliches of Christian Socialism or Pietism

One of the most successful books on the free market that |
have ever seen is Cliches of -Socialism, published by the
Foundation for Economic Education, lrvington-on-Hudson,
New York, 105633. They keep it in print because it has proven
so effective for so many years. The book lists 76 cliches, such
as “The free market ignores the poor,” or “"Human rights are
more important than property rights.” Each cliche receives a
two or three page simple answer. The book is designed to
provide the reader with an adequate understanding of the
errors in logic of socialist economics. The answers are not
cliches, but at the same time they are not comprehensive
treatises. People do have time to read them.

| have been thinking of two possible publishing projects that
would be modeled along the lines established by FEE's little
book. One would be called Cliches of Christian Socialism, and
the other, Cliches of Christian Pietism. } am not sure which
would be most timely, though | suspect the latter.

Are there certain recurring phrases that nearly drive you
crazy? Do critics of what you are doing, or : what you believe
in, keep challenging you with half-baked slogans, or biblical
quotes, that are supposed to silence you or get you “back on
the track”? Do they hit you with such classics as these: “The
Bible doesn’'t support any economic system,” or “Politics and
religion don’t mix,” or “The free market is opposed to
Christian ethics,” or “The Bible teaches that you don't polish
brass on a sinking ship”? Would you like to have an easily
read, biblically based handbook of answers to these familiar

slogans? That's what I'm proposing.

We need some cooperation. We need people to sit down
and make a list of some of these cliches. Every time you hear
one or read one, jot it down, Put it on a note card, or on some
other paper that won't get tossed out, and then send it to:

Cliches

Institute for Christian Economics
713 W. Cornwallis

Durham, NC 277067

i your denominational magazine produces articles that are
basically slogans, clip them out, note their source, and send
them along. We could build up a nice file of these “doozies.”
i an editorial appears in the local newspaper which drags
Christianity or the Bible into some socialist project, do the
same with it. Clip it out and send it to |.C.E. On the ather
hand, if you happen to come across some sensible refutation
of a Christian ciiche, send it along, too. | am so determined to
collect a file full of such nonsense that | have decided finally to
subscribe to both Christianity Today and Eternity. In the past,
I have just not wanted to keep such materials around where
my kids might discover them. {Someone who has a back file of
these journals could have a field day. Let me encourage you.}

If anyone wants to write his own answer to some cliche,
1,000 to 2,000 words in length, we will consider publishing it.
Send along a copy.
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Clipping Service

The L.C.E. keeps an extensive file of clippings from the
“major news media: AP, UPIl, New York Times, Walf Street
Journal Yet there are frequently local stories of interest that
are printed in a home town paper and then forgotten. Such
stories deal with crime, local bureaucratic nuttiness, family
help projects, and numerous other topics that are related to
Christian social ethics. If you spot one, clip’ it, note the
newspaper and its date on the clipping, and send it to I.C.E.
We can probably put it to good use. We want to assemble a
file on contemporary issues that can be used for many years
by researchers in the fields of Christian reconstruction. If you
come across a good political cartoon, we would like to see it.
Another topic that ought to be covered is occultism-cultism.
Many communities have tocal cuits that are reported on from
time to time. We would like to know about them.

While clipping is a generaliy unrewarding passtime, it is our
opinion that each community needs several dedicated
clippers, each with his or her own special interests, who can
monitor both local and national news, but especially local

-~

news. It would be great if we could announce in this
newsletter that we need documentation of a particular topic or
movement, and hundreds of documents would flow in. The

. John Birch Society has Birch Research. Christian groups
could provide a similar, decentralized service. Clip out the
article, past it or tape it to a sheet of typing paper or notebook
paper {blank}, and file it (after photocopying an extra for |.C.E.
if it's relevant). Yes, it's a hassle, but it may pay off in the
future. The division of labor is necessary if we are to counter
the established news media.

There is no doubt that “little old ladies in tennis shoes’ have
preserved crucially important documents and reports on the
activities of the Left that have made research far easier for
professional writers. In some cases, the only known copies of
such decuments are in the hands of dedicated clippers, since
there are systematic efforts to steal and destroy incriminating
documents from public libraries. It is very easy for clippers to
get discoruraged, or for their besieged husbands to get
discoruraged, by the mass of clippings, frequently unfiled,
that pile up. But writers need their services.

Another |.C.E. Newsletter

‘We are making plans to begin a newsletter aimed at
teachers in Christian schools, especially high schools. We
/_lntend to call it Dorninion. We will present articles dealing with

"e Chrristian view of economics, government, sociology,
music, and other academic disciplines. The newsletter will be
published from September through May of each school year,
If you are willing and able to submit a 1,000 or 2,000 word,
double-spaced essay on such a topic, let us know. We will pay

BROOM-HILDA

*$100 for each essay that is accepted, or $150 each if submitted

in packages of three (we want enough copy in advance to
make editing easier). Each essay should include references to
an important book or article relating to the topic. The essays
must be designed to help Christian teachers to develop their
classroom presentations. If you have suggestions about
developing interest in this newsletter, let us know.

Russell Myers
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