
30 THE FREEMAN

by the human mind. Entrepre-
neurial judgment directs the toil
of the workers and the employ-
ment of the capital goods toward
the ultimate end of production,
the best possible removal of what
causes people to feel discontented
and unhappy.

What distinguishes contem-

porary life in the countries of
Western civilization from condi-
tions as they prevailed in earlier
ages —and still exist for the

greater number of those living
today — is not the changes in the
supply of labor and the skill of
the workers and not the famili-
arity with the exploits of pure
science and their utilization by
the applied sciences, by technol-
ogy. It is the amount of capital
accumulated. The issue has been
intentionally obscured by the ver-

biage employed by the interna-
tional and national government
agencies dealing with what is
called foreign aid for the under-
developed countries. What these
poor countries need in order to

adopt the Western methods of
mass production for the satisfac-
tion of the wants of the masses is
not information about a “know
how.” There is no secrecy about
technological methods. They are

taught at the technological
schools and they are accurately
described in textbooks, manuals,
and periodical magazines. There
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are many experienced specialists
available for the execution of

every project that one may find
practicable for these backward
countries. What prevents a coun-

try like India from adopting the
American methods of industry is
the paucity of its supply of capital
goods.As the Indian government’s
confiscatory policies are deterring
foreign capitalists from invest-
ing in India and as its prosocial-
ist bigotry sabotages domestic
accumulation of capital, their
country depends on the alms that
Western nations are giving to it.

Consumers Direct the Use of Capital
Capital goods come into exist-

ence by saving. A part of the
goods produced is withheld from
immediate consumption and em-

ployed for processes the fruits of
which will only mature at a later
date. All material civilization is
based upon this “capitalistic”
approach to the problems of pro-
duction.

“Roundabout methods of pro-
duction,” as Bohm-Bawerk called
them, are chosen because they
generate a higher output per unit
of input. Early man lived from
hand to mouth. Civilized man pro-
duces tools and intermediary pro-
ducts in the pursuit of long-range
designs that finally bring forth
results which direct, less time-
consuming methods could never
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have attained or only with an in-
comparably higher expenditure
of labor and material factors.

Those saving — that is con-

suming less than their share of
the goods produced— inaugurate
progress toward general prosper-
ity. For the seed they have sown

enriches not only themselves but
also all other strata of society.

It benefits the consumers. The
capital goods are for the owner

a dead fund, a liability rather than
an asset, if not used in production
for the best possible and cheap-
est provision of the people with
the goods and services they are

asking for most urgently. In the
market economy the owners of
capital goods are forced to em-

ploy their property as if it were

entrusted to them by the consum-

ers under the stipulation to in-
vest it in those lines in which it
best serves those consumers.

Virtually, the capitalists are man-

dataries of the consumers, bound
to comply with their wishes.

In order to attend to the orders
received from the consumers,
their real bosses, the capitalists
must either themselves proceed
to investment and the conduct of
business or, if they are not pre-
pared for such entrepreneurial
activity or distrust their own

abilities, hand over their funds
to men whom they consider as

better fitted for such a function.

Whatever alternative they may
choose, the supremacy of the con-

sumers remains intact. No matter
what the financial structure of
the firm or company may be, the
entrepreneur who operates with
other peoples’ money depends no

less on the market, that is, the
consumers, than the entrepreneur
who fully owns his outfit.

There is no other method to
make wage rates rise than by in-
vesting more capital per worker.
Moreinvestment of capital means:

to give to the laborer more effi-
cient tools. With the aid of better
tools and machines, the quantity
of the products increases and
their quality improves. As the
employer consequently will be in
a position to obtain from the
consumers more for what the em-

ployee has produced in one hour
of work, he is able— and, by the
competition of other employers,
forced — to pay a higher price for
the man’s work.

Intervention and Unemployment
As the labor union doctrine sees

it, the wage increases that they
are obtaining by what is euphe-
mistically called “collective bar-
gaining” are not to burden the
buyers of the products but should
be absorbed by the employers. The
latter should cut down what in the
eyes of the communists is called
“unearned income,” that is, inter-


