478 THE FREEMAN

able contracts, offer an increased
prospect of achieving this marginal
flexibility.

Government Should Foster
Competition

Public employee unions will no
doubt offer many reasons why gov-
ernment services, including impris-
onment of criminal offenders, are
best handled by civil servants under
direct employment and administra-
tive management by the state. They
may be correct, much of the time, 1n
this assertion, but they should be
made to uphold their claim in open
competition. No longer should they
be permitted to foreclose the ques-
tion through monopolization by fiat.

Competition is as important to the
processes of government as 1t 1s to
those of private enterprise. As a
mechanism of evaluation, account-
ability, and control, it is unmatched.
How do we know—and how can we
be sure—that the government is run-
ning our prisons in the most just, hu-
mane, effective, and efficient man-
ner possible? A very good test is to
see whether private enterprise can
do it better.

Competitive private contracting
introduces a market test of price that
is absent under governmental mo-
nopoly, and it provides a new basis
for comparison of all programs, both

public and private, on dimensions
other than cost. Many of the com-
ponent activities of the penal system
are already subject to competition
among private vendors. Why not do
the same for the administration of
entire prisons? The ultimate legal
authority for imprisonment must, by

definition, remain in the hands of

government, which means that a
high degree of regulation will al-
ways be necessary. With that prov-
iso, however, rigid legal obstacles to
the private administration of pris-
ons should be removed. ®
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sCited in Krajick, “Punishment for Profit.”

Charles Dykes

The Ultimate

Source
of Wealth

“Is Saudi Arabia rich? Is Mecca
Muslim? one might respond.”* With
this seemingly trivial question,
George Gilder introduces a subject of

profound importance: the nature of

wealth. And when Gilder points to
history as showing that ‘““the most
prosperous countries—from Phoeni-
cia to Venice, from England to Ja-
pan, from Hong Kong to Singapore—
have been domains rich not in ‘nat-
ural resources’ but in human free-
dom and rights to property,”’? he
opens up an even more profound
matter: the source of wealth.

What, then is “wealth”? For the
economist, wealth 1s anything hav-
ing economic value measurable 1n
price. For most people, wealth means
great amounts of worldly posses-

Mr. Dykes is a businessman, free-lance writer and en-
thusiastic advocate of the free market.

sions. For nearly everyone, wealth is
synonymous with money.

From the perspective of history,
however, it is instructive to note that
money has not always been the chief
symbol of wealth as it is today. The
concept of wealth has varied in dif-
ferent periods of history. For exam-
ple, wealth in the medieval era was
not thought of primarily as the pos-
session of large amounts of money or
material possessions, but in having
power over other people. Still later,
wealth came to mean the ownership
of large tracts of land and great
houses.

The Industrial Revolution again
transformed the idea of wealth.
Wealth no longer was viewed pri-
marily as the possession of landed
property, but the ownership of the
means of production—e.g., factories,
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